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INDEPENDENT AUDITOR’S REPORT

To the Shareholders of
IDF Capital, S.A.P.I. de C.V.,
Sociedad Financiera de Objeto Múltiple
Entidad No Regulada

Opinion

We have audited the accompanying financial statements of IDF Capital, S.A.P.I. de C.V.,
Sociedad Financiera de Objeto Múltiple, Entidad No Regulada, which comprise the statement of
financial position as at 31 December 2019, and the statement of profit or loss, statement of
changes in equity and statement of cash flows for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects,
the financial position of IDF Capital, S.A.P.I. de C.V., Sociedad Financiera de Objeto Múltiple,
Entidad No Regulada as at 31 December 2019, and its financial performance and its cash flows
for the year then ended in accordance with Mexican Financial Reporting Standards (Mexican
FRS).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISA). Our
responsibilities under those standards are 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 the ethical requirements that are relevant to our
audit of the financial statements in Mexico in accordance with the Código de Ética Profesional
del Instituto Mexicano de Contadores Públicos (IMCP Code), and we have fulfilled our other
ethical responsibilities in accordance with these requirements and the IESBA Code.

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

Av. Ejército Nacional 843-B
Antara Polanco
11520 Mexico, D.F.

Tel: +55 5283 1300
Fax: +55 5283 1392
ey.com/mx



2.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the accompanying
financial statements in accordance with Mexican FRS, 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 ISA 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 ISA, 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.
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· 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.

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 to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.

The partner in charge of the audit resulting in this independent auditor’s report is the
undersigned.

Our audit opinion and the accompanying financial statements and footnotes have been
translated for the original Spanish version into English for convenience purposes only.

Mancera, S.C.
A Member Practice of

Ernst & Young Global Limited

Gabriel Alejandro Baroccio

Mexico City
23 April 2020



IDF CAPITAL, S.A.P.I. DE C.V.,
SOCIEDAD FINANCIERA DE OBJETO MÚLTIPLE,

ENTIDAD NO REGULADA

Statements of Financial Position

(Amounts in thousands of Mexican pesos)

(Notes 1 and 2)

As at 31 December

2019
2018

(unaudited)
Assets
Current assets:

Cash and cash equivalents (Note 3) Ps. 19,363 Ps. 1,945
Investments in financial instruments 276 763
Accounts receivable, net (Note 4) 104,434 21,379
Related party receivables 478 2,345
Other accounts receivable 2,529 794

Total current assets 127,080 27,226

Non-current assets:
Office furniture and equipment, net 1,640 694
Prepaid expenses 130 206
Deferred income tax, net (Note 7) 7,996 8,954
Right-of-use assets (Note 2k) 3,336 -

Total non-current assets 13,102 9,854
Total assets Ps. 140,182 Ps. 37,080

Liabilities and equity
Current liabilities:

Short-term loans (Note 5) Ps. 115,461 Ps. 55,207
Suppliers 3,285 -
Provisions and accrued liabilities 8,005 161
Income tax payable 14,041 -
Related parties 18,604 1,338
Other taxes and contributions payable 7,052 1,127

Total current liabilities 166,448 57,833

Non-current liabilities:
Long-term loans (Note 5) 44,559 -
Lease liabilities (Note 2k) 3,471 -

Total non-current liabilities 48,030 -
Total liabilities 214,478 57,833

Equity (Note 6):
Share capital 50 50
Accumulated deficit ( 74,346) ( 20,803)

Total equity ( 74,296) ( 20,753)
Total liabilities and equity Ps. 140,182 Ps. 37,080

The accompanying notes are an integral part of these financial statements.



IDF CAPITAL, S.A.P.I. DE C.V.,
SOCIEDAD FINANCIERA DE OBJETO MÚLTIPLE,

ENTIDAD NO REGULADA

Statements of Profit or Loss

(Amounts in thousands of Mexican pesos)

(Notes 1 and 2)

For the year ended
31 December

2019
2018

(unaudited)
Interest income (Note 4) Ps. 339,208 Ps. 24,190
Interest expense (Note 5c) ( 13,876) ( 3,569)
Net interest income 325,332 20,621

Expected credit loss allowance (Note 4)  ( 318,044)  ( 19,620)
7,288 1,001

Operating expenses  ( 61,046)  ( 16,178)
Administrative expenses ( 40,097) ( 16,140)
Other operating income, net 50,649 6,129
Operating loss ( 43,206) ( 25,188)

Interest earned 3,187 215
Foreign exchange gain, net 1,474 213

4,661 428
Loss before income tax ( 38,545) ( 24,760)

Income tax, net (Note 7) ( 14,998) 8,954
Net loss Ps.( 53,543) Ps.( 15,806)

The accompanying notes are an integral part of these financial statements.



IDF CAPITAL, S.A.P.I. DE C.V.,
SOCIEDAD FINANCIERA DE OBJETO MÚLTIPLE,

ENTIDAD NO REGULADA

Statements of Changes in Equity

For the Years Ended 31 December 2019 and 2018

(Amounts in thousands of Mexican pesos)

(Notes 1, 2 and 6)

Share
capital

Accumulated
deficit

Total
equity

Balance as at 31 December 2017 (unaudited) Ps. 50 Ps.( 4,997) Ps.( 4,947)
Net loss for the year - ( 15,806) ( 15,806)

Balance as at 31 December 2018 (unaudited) 50 ( 20,803) ( 20,753)
Net loss for the year - ( 53,543) ( 53,543)

Balance as at 31 December 2019 Ps. 50 Ps.( 74,346) Ps.( 74,296)

The accompanying notes are an integral part of these financial statements.



IDF CAPITAL, S.A.P.I. DE C.V.,
SOCIEDAD FINANCIERA DE OBJETO MÚLTIPLE,

ENTIDAD NO REGULADA

Statements of Cash Flows

(Amounts in thousands of Mexican pesos)

(Notes 1 and 2)

For the year ended
31 December

 2019 2018
(unaudited)

Operating activities
Loss before income tax Ps.( 38,545) Ps.( 24,760)
Items not affecting cash flows:
Allowance for impairment of accounts receivable 318,044 19,620
Depreciation of furniture and equipment 2,422 577
Depreciation of right-of-use assets 1,000 -
Provisions 7,844 139
Interest expense in lease transactions 336 -

291,101 ( 4,424)
Changes in operating assets and liabilities:

Investments in financial instruments 487 ( 763)
Accounts receivable ( 401,099) ( 39,031)
Related parties 19,133 ( 1,007)
Other accounts receivable ( 1,735) ( 615)
Prepaid expenses 76 ( 200)
Suppliers 3,285 -
Other liabilities and contributions payable 5,925 902

Net cash flows used in operating activities ( 82,827) ( 45,138)

Investing activities
  Purchase of office furniture and equipment  ( 3,368)  ( 841)

Net cash flows used in investing activities  ( 3,368)  ( 841)

Financing activities
Loans received 104,813 47,595
Payment of lease liabilities ( 1,200) -

 Net cash flows from financing activities 103,613 47,595

Net increase in cash and cash equivalents 17,418 1,616
Cash and cash equivalents at beginning of year 1,945 329
Cash and cash equivalents at end of year Ps. 19,363 Ps. 1,945

The accompanying notes are an integral part of these financial statements.



IDF CAPITAL, S.A.P.I. DE C.V.,
SOCIEDAD FINANCIERA DE OBJETO MÚLTIPLE,

ENTIDAD NO REGULADA

Notes to Financial Statements

31 December 2019 and 2018

(Amounts in thousands of Mexican pesos, except where otherwise indicated)

1. Description of the Business and Approval of Issuance of the Financial Statements

a) Description of the business

IDF Capital, S.A.P.I. de C.V., SOFOM, E.N.R. (the Company) was incorporated on 20 January
2017 and is primarily engaged in extending credit and financing in Mexican pesos and in foreign
currency to Mexican and foreign individuals and legal entities, on both a secured and unsecured
basis.

The Company is incorporated as a Variable Capital Investment Promoting Anonymous
Partnership (S.A.P.I. de C.V.) and a Multiple Purpose Financial Entity (SOFOM), Non-regulated
Entity (ENR), and it is a 99.9%-owned subsidiary of ID Finance Investments, S.L. (Holding
Company), a Spanish company.

The Company’s operations are governed by the Auxiliary Credit Organizations and Activities Act
and as a result, the financial services that the Company provides are subject to oversight by the
Commission for the Protection and Defense of Users of Financial Services (CONDUSEF) in
respect of the Company’s contracts, commissions, and customer service units and the status of
its registration with the CONDUSEF.

In addition, the Company is partially subject to oversight by the Mexican National Banking and
Securities Commission (CNBV by its acronym in Spanish) exclusively in relation to its compliance
with the rules issued by the Ministry of Finance and Public Credit (SHCP) regarding the
prevention, detection and reporting of transactions that may involve money laundering and
terrorism financing activities.

The Company’s operating period and fiscal year is from 1 January through 31 December.

b) Approval of issue of the financial statements

On 21 April 2020, the financial statements and these notes were authorized by the General
Director, Yannick Del Ponte, and the Finance Director, Borja Recalde, for their issue and
subsequent approval by the Company’s Board of Directors and shareholders, who have the
authority to modify the financial statements.



2.

2. Significant Accounting Policies

a) Compliance with Mexican Financial Reporting Standards

The financial statements have been prepared in accordance with Mexican Financial Reporting
Standards (Mexican FRS) issued and adopted by the Mexican Financial Reporting Standards
Board (Consejo Mexicano de Normas de Información Financiera, A.C. or CINIF).

b) Basis of preparation

The financial statements as at 31 December 2019 and 2018 have been prepared on a historical
cost basis. The financial statements as at 31 December 2018 and 2017 have not been audited.

As of 1 January 2008, Mexico is considered to have a non-inflationary economic environment,
as defined under Mexican FRS B-10 Effects of Inflation.  As at 31 December 2019 and 2018,
Mexico’s cumulative inflation rate for the three prior years was 26%, which represents the
necessary condition for considering Mexico as having a non-inflationary economic environment.

As determined based on the National Consumer Price Index (NCPI) published by the National
Statistical and Geographical Information Agency (INEGI), Mexico’s annual inflation rate for 2019
is as follows:

Inflation rate
31 December NCPI For the year Cumulative

2019 105.9340 2.83% 14.43%
2018 103.0200 4.83% 14.96%
2017 98.27288 6.77% 12.26 %

c) Use of estimates

The preparation of the Company’s financial statements requires management to make
judgments, estimates and assumptions that affect the reported amounts of revenue, expenses,
assets and liabilities, and the accompanying disclosures, and the disclosure of contingent
liabilities. Uncertainty about these assumptions and estimates could result in outcomes that
require a material adjustment to the carrying amount of assets or liabilities affected in future
periods.

The Company based its assumptions and estimates on parameters available when the financial
statements were prepared. Existing circumstances and assumptions about future
developments, however, may change due to market changes or circumstances arising that are
beyond the control of the Company. Such changes are reflected in the assumptions when they
occur.
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The key assumptions concerning future events and circumstances and other key sources of
uncertainty at the reporting date that represent a significant risk of causing the need for a
material adjustment to the carrying amounts of assets and liabilities in subsequent periods, are
described below.

-  Allowance for impairment of accounts receivable

The allowance for impairment of accounts receivable is calculated on a collective basis. The
estimated collective impairment losses determined cover the inherent losses of receivables that
have similar risk characteristics when there is objective evidence that the receivables in
question include impaired financial assets but they cannot yet be individually identified. The
collective estimation of the amount of bad debts also includes losses from past due receivables.
In determining this estimate, the Company considers factors such as probability of default, loss
severity, portfolio volume, concentration of past due payments and other economic factors. In
order to estimate the amount to be reserved, the Company uses assumptions to define the
calculation of the inherent losses and to determine the parameters to be used in the calculation,
based on its past experience and current economic conditions. Impairment losses are
determined by grouping the loan portfolio into categories based on the number of days past
due. The Company calculates the probability of default using historical information that
analyzes the movements in receivables in default over one-month periods. This analysis is
performed using data for the last 365 days.

As at 31 December 2019, the allowance for impairment in accounts receivable does not include
the effects that may arise from the health emergency affecting the Mexican and global
economic environment (Note 10).

-  Deferred income tax assets

The Company periodically evaluates the possibility of recovering deferred tax assets based on
the amount of taxable profit it expects to generate in future years and if necessary, creates a
valuation allowance for those assets that do not have a high probability of being realized.
Significant management judgment is required to determine the amount of deferred tax assets
that can be recognized, based upon the likely timing and the level of future taxable profits
together with future tax-planning strategies.

-  Leases

The Company cannot readily determine the interest rate implicit in the lease, therefore, it uses
its incremental borrowing rate (IBR) to measure lease liabilities. The IBR is the rate of interest
that the Company would have to pay to borrow over a similar term, and with a similar security,
the funds necessary to obtain an asset of a similar value to the right-of-use asset in a similar
economic environment. The IBR therefore reflects what the Company ‘would have to pay’, which
requires estimation when no observable rates are available or when they need to be adjusted to
reflect the terms and conditions of the lease.
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The Company estimates the IBR using observable inputs when available and is required to make
certain entity-specific estimates (such as credit rating).

d) Going concern

For the years ended 31 December 2019 and 2018, the Company reported net losses of
Ps. 53,543 and Ps. 15,806, respectively. As at 31 December 2019 and 2018, the Company’s
accumulated deficit is Ps. 74,346 and Ps. 20,803, respectively. The Company has lost more
than two-thirds of its share capital and in accordance with the Mexican Corporations Act, this
situation could constitute cause for the dissolution of the Company at the request of any of its
creditors.

On 15 April 2020, the Holding Company expressed its intention to continue providing financial
support for the Company in order for it to meet its obligations and continue its normal
operations. The financial statements do not include any adjustments related to the
recoverability and classification of assets and liabilities that might prove necessary if the
Company is unable to continue as a going concern.

e) Cash and cash equivalents

Cash and cash equivalents principally consist of bank deposits in local and foreign currency.
Cash and cash equivalents are stated at cost plus uncollected accrued interest, which is similar
to their market value.

Cash and cash equivalents in foreign currency are translated using the rate of exchange
prevailing at the reporting date. Exchange differences are recognized in the statement of profit
or loss as they accrue.

f) Financial assets at amortized cost

- Accounts receivable

The Company’s accounts receivable are comprised of its credit portfolio for loans extended to
individuals and legal entities, plus uncollected accrued regular and late interest.

The Company measures its loan portfolio at amortized cost if both of the following conditions
are met:

· The financial asset is held within a business model with the objective to hold financial assets
in order to collect contractual cash flows, and

· The contractual terms of the financial asset give rise on specified dates to cash flows that
are solely payments of principal and interest on the principal amount outstanding
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The loan portfolio is subsequently measured at amortized cost and is subject to impairment.
Gains and losses are recognized in profit or loss when the asset is derecognized, modified or
impaired.

Payments of principal and interest are due according to the loan term. Interest begins accruing
on the loan one day after the loan has been granted. Late interest begins accruing as of the first
day when the payment is late. Similarly, a fixed penalty is applied as of the first day when the
payment is late and this amount is recognized as income in profit or loss.

Loans are written off when it is no longer probable that they will be collected from the customer.
Recoveries of written-off loans are recognized as income.

Impairment of financial assets

The Company assesses at each reporting date whether there is any objective evidence that a
financial asset or a group of financial assets is impaired. A financial asset or a group of financial
assets is deemed to be impaired if, and only if, there is objective evidence of impairment as a
result of one or more events that have occurred after the initial recognition of the asset and
that loss event (or events) has an impact on the estimated future cash flows of the financial
asset or the group of financial assets that can be reliably estimated.

In evaluating collective impairment, the Company applies statistical modeling to historical
default probability rates, the timing of recoveries and the amount of the loss, taking into
account whether it is more likely under current economic and credit conditions that the actual
loss will be greater or lower than that suggested by historical models. The percentages
associated with the probability of default and loss severity, as well as the timing of future
recoveries, are regularly compared against actual results to assess whether they are still
appropriate. The Company does not carry out impairment testing on specific loans, since the
loan portfolio consists of a large number of small loans that make individual assessment
impractical.

g) Financial liabilities

Initial recognition and subsequent measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through
profit or loss, loans and borrowings, and other payables.

All financial liabilities are recognized initially at fair value and, in the case of loans and
borrowings and payables, including directly attributable transaction costs.
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Subsequent measurement

The measurement of financial liabilities depends on their classification, as described below:

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held for trading
and financial liabilities designated upon initial recognition at fair value through profit or loss. As
at 31 December 2019 and 2018, the Company does not have any financial instruments
measured at fair value through profit or loss.

Loans

After initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortized cost using the effective interest rate (EIR) method. Gains and losses are recognized
in profit or loss when the liabilities are derecognized. Amortized cost is calculated by taking into
account any discount or premium on acquisition and fees or costs that are an integral part of
the EIR.

h) Other accounts receivable

Other accounts receivable are initially recognized as they accrue and represent amounts owed
to an entity arising from transactions that are unrelated to its normal operations (such as loans
to employees, recoverable taxes, and accounts receivable from trusts), and which the entity
expects to receive within one year of the reporting date (or within the entity’s normal business
cycle if it exceeds one year). Other accounts receivable are presented as part of current assets.

Other accounts receivable are measured at the amount of the consideration to which the
Company is entitled, which is generally the nominal amount of the receivable at initial
recognition, and the uncollected nominal amount upon subsequent recognition.

i) Furniture and equipment

Furniture and equipment is initially measured at cost. The cost of acquiring furniture and
equipment includes the costs initially incurred to acquire or build the asset, plus costs
subsequently incurred to replace the asset or enhance its service capability.

Depreciation of furniture and equipment is calculated on the asset’s acquisition cost less the
residual value of furniture and equipment on a straight-line basis (since management considers
that this method best reflects the use of these assets) and over the estimated useful lives of the
assets, as follows:
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Estimated
useful life

Office equipment 10 years
Computer equipment 3.3 years

An item of office equipment is derecognized upon disposal or when no future economic benefits
are expected from its use or disposal. Any gain or loss arising on derecognition of the asset
(calculated as the difference between the net disposal proceeds and the carrying amount of the
asset) is recognized in the statement of profit or loss when the asset is derecognized.

The carrying amount of furniture and equipment is reviewed whenever there are indicators of
impairment in the value of such assets. When the recoverable amount of an asset, which is the
higher of the asset’s expected net selling price and its value in use (the present value of future
cash flows) is less than its net carrying amount, the difference is recognized as an impairment
loss.

For the years ended 31 December 2019 and 2018, there were no indicators of impairment in
the value of the Company’s fixed assets.

j) Prepaid expenses

Prepaid expenses are initially recognized as assets as of the date the payment is made, provided
that it is probable that the future economic benefits associated with the asset will flow to the
Company.

k) Leases

The Company assesses at contract inception whether a contract is, or contains, a lease. That is,
if the contract conveys the right to control the use of an identified asset for a period of time in
exchange for consideration.

The Company (as a lessee) applies a single recognition and measurement approach for all
leases, except for short-term leases and leases of low-value assets. The Company recognizes
lease liabilities to make lease payments and right-of-use assets representing the right to use the
underlying assets.

-  Right-of-use assets

The Company recognizes right-of-use assets at the commencement date of the lease (i.e., the
date the underlying asset is available for use).

Right-of-use assets are measured at cost, less any accumulated depreciation and impairment
losses, and adjusted for any remeasurement of lease liabilities. The cost of right-of-use assets
includes the amount of lease liabilities recognized, initial direct costs incurred, and lease
payments made at or before the commencement date less any lease incentives received.
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Right-of-use assets are depreciated on a straight-line basis over the shorter of the lease term
and the estimated useful lives of the assets. Right-of-use assets arising from the Company’s
office leases are depreciated over a term of 3 years.

If ownership of the leased asset transfers to the Company at the end of the lease term or the
cost reflects the exercise of a purchase option, depreciation is calculated using the estimated
useful life of the asset. The right-of-use assets are also subject to impairment.

-  Lease liabilities

At the commencement date of the lease, the Company recognizes lease liabilities measured at
the present value of lease payments to be made over the lease term. The lease payments include
fixed payments less any lease incentives receivable, variable lease payments that depend on an
index or a rate, and amounts expected to be paid under residual value guarantees.

The lease payments also include the exercise price of a purchase option reasonably certain to
be exercised by the Company and payments of penalties for terminating the lease, if the lease
term reflects the Company exercising the option to terminate. Variable lease payments that do
not depend on an index or a rate are recognized as expenses in the period in which the event or
condition that triggers the payment occurs.

In calculating the present value of lease payments, the Company uses its incremental borrowing
rate at the lease commencement date because the interest rate implicit in the lease is not readily
determinable. After the commencement date, the amount of lease liabilities is increased to
reflect the accretion of interest and reduced for the lease payments made. In addition, the
carrying amount of lease liabilities is remeasured if there is a modification, a change in the lease
term, a change in the lease payments (e.g., changes to future payments resulting from a change
in an index or rate used to determine such lease payments) or a change in the assessment of an
option to purchase the underlying asset.

-  Short-term leases and leases of low-value assets

The Company applies the short-term lease recognition exemption to its short-term leases
(i.e., those leases that have a lease term of 12 months or less from the commencement date
and do not contain a purchase option). It also applies the lease of low-value assets recognition
exemption to leases of office equipment that are considered to be low value. Lease payments
on short-term leases and leases of low-value assets are recognized as expenses on a
straight-line basis over the lease term.
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l) Provisions, contingencies and commitments

Provisions are recognized when the Company has a present obligation (legal or constructive) as
a result of a past event, it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation and a reliable estimate can be made of the amount of
the obligation.

Contingent liabilities are recognized only when it is probable that an outflow of resources
embodying economic benefits will be required to settle the obligation. Also, commitments are
only recognized when they will generate a loss.

m) Labor obligations

Under Mexican Labor Law, the Company is required to pay termination benefits and seniority
premiums to its employees. The Company is currently determining its defined benefit obligation,
since all of its employees have been working at the Company for less than two years and there
has been no turnover.

n) Income tax

Income tax consists of current income tax and deferred income tax. Current income tax refers
to the tax payable by the Company on its taxable profit for the period, while deferred income
tax is comprised of the deferred assets and liabilities attributable to temporary differences
between the book and tax values of balance sheet accounts, plus the effects of tax losses and
tax credits.

Current income tax is determined in accordance with current tax legislation and represents a
liability of less than one year. Tax prepayments in excess of annual income tax for the year give
rise to an account receivable.

Deferred income tax is calculated using the asset and liability method, applying the enacted
income tax rate that will be in effect when the temporary differences between financial
reporting and tax values of assets and liabilities, plus the effects of tax losses and tax credits,
are expected to be recovered or settled.

Deferred taxes are calculated using the rate set forth in Mexican tax law at the date of the
financial statements or at the rate that will be in effect when the temporary differences giving
rise to deferred taxes are expected to be realized, the tax losses are to be carried forward, or
the tax credits are to be applied.
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o) Comprehensive loss

The Company’s comprehensive income consists of the net profit or loss for the year plus those
items that are reflected directly in equity and that do not constitute capital contributions,
reductions or distributions. For the years ended 31 December 2019 and 2018, the Company’s
comprehensive loss consists of its net loss for the year.

p) Revenue recognition

Interest on accounts receivable is recognized in the statement of profit or loss on an accrual
basis.

q) Statement of profit or loss presentation

Costs and expenses shown in the statement of profit or loss are analyzed by their function in
order to present cost of sales separately from other costs and expenses, since such
classification allows for a more accurate evaluation of the Company’s operating and gross profit
margins. Although not required to do so under Mexican FRS, the Company includes operating
loss in the statement of profit or loss, since this item is an important indicator for evaluating
the Company’s operating results, given that this is a common disclosure in the industry in which
the Company operates.

r) Exchange differences

Transactions in foreign currency are initially translated using the prevailing exchange rate on
the day of the initial transactions. Foreign currency denominated assets and liabilities are
translated using the exchange rate ruling at the reporting date.

Exchange differences from the transaction date to the time foreign currency denominated
assets and liabilities are settled, as well as those arising from the translation of foreign currency
denominated balances at the reporting date, are recognized in profit or loss, except for those
arising on foreign currency denominated loans obtained for the construction of fixed assets, as
such costs are capitalized as borrowing costs during the construction period of the assets.

s) New accounting pronouncements

As at 31 December 2019, the Company adopted Mexican FRS D-5 Leases and Guidance on
Mexican FRS 4 Considerations related to the application of Mexican FRS D-5 Leases for the first
time. The nature and effect of the changes arising from the adoption of this new accounting
standard are described below.
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I. New standards and improvements to Mexican FRS effective as at 1 January 2019

- Mexican FRS D-5 Leases

Mexican FRS D-5 replaces Bulletin D-5 Leases (Bulletin D-5) and the supplementary application
of IFRIC 4 Determining Whether an Arrangement Contains a Lease (IFRIC 4). Mexican FRS D-5
sets out the principles for the recognition, measurement, presentation and disclosure of leases
and requires lessees to account for all leases under a single on-balance sheet model similar to
the accounting for finance leases under Bulletin D-5.

The Company adopted Mexican FRS D-5 using the retrospective method of adoption with the
date of initial application of 1 January 2019. The Company elected to use the transition
practical expedient to not reassess whether a contract is, or contains, a lease at 1 January
2019. Instead, the Company applied the standard only to contracts that were previously
identified as leases applying IAS 17 and IFRIC 4 at the date of initial application.

The Company also elected to use the recognition exemptions for lease contracts that, at the
commencement date, have a lease term of 12 months or less and do not contain a purchase
option (short-term leases), and lease contracts for which the underlying asset is of low value
(low-value assets).

During 2019, the Company performed a detailed impact assessment of Mexican FRS D-5. The
Company has entered into an operating lease agreement for the property where its
administrative offices are located. These leases are for mandatory terms of 3 years and
payments are in U.S. dollars. In summary, the impact of Mexican FRS D-5 adoption is expected
to be as follows:

Right-of-use assets:
Commencement date Ps. 4,345
Less: Depreciation expense ( 1,000)
As at 31 December 2019 Ps. 3,345

Lease liabilities:
Commencement date Ps. 4,345
Plus: Interest payable 336
Less: Payments ( 1,200)
As at 31 December 2019 Ps. 3,481

- Guidance on Mexican FRS 4 Considerations related to the application of Mexican FRS D-5
Leases

This guidance provides guidelines to entities related to the adoption of Mexican FRS D-5 Leases
with respect to the determination of the deferred taxes arising from adoption of the referred
standard, the determination of the discount rate for calculating lease liabilities and certain
financial statement disclosures.
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II. New standards and improvements to Mexican FRS effective as at 1 January 2020

- Guidance to Mexican FRS

Guidance on Mexican FRS 5 Alternatives for Transitioning to Mexican FRS D-5 Leases

Guidance on Mexican FRS 5 Alternatives for Transitioning to Mexican FRS D-5 Leases contains
guidance on accounting for the transition to Mexican FRS D-5 upon initial adoption and provides
a number of illustrative examples.

- Improvements to Mexican FRS for 2020

The improvements that give rise to accounting changes related to valuation, disclosures or
presentation in the financial statements are as follows:

Mexican FRS D-4 Income Tax

Entities are now required to account for the effects of uncertain tax treatments on their income
tax. The improvements address matters such as: (i) whether an entity should account for
uncertain tax treatments on a separate or combined basis, (ii) the assumptions an entity must
make when determining whether the tax treatment will be reviewed by the tax authorities,
(iii) how an entity should determine its taxable profit, tax base, unused tax losses, unused tax
credits and tax rates, (iv) methods for estimating the uncertainty, and (v) how an entity should
evaluate changes in facts and circumstances.

These improvements are effective for annual periods beginning on or after 1 January 2020,
with early adoption permitted for annual periods beginning on or after 1 January 2019.

Mexican FRS D-5 Leases

a) Use of a risk-free rate to discount future lease payments

Mexican FRS D-5 now includes an option for lessees to measure the lease liability at the
commencement date of the lease at the present value of the lease payments that are not paid
at that date using a risk-free rate. Lessees must elect whether to apply this option to each lease
agreement and, if this option is elected, it must be applied until the end of the lease term.

Mexican FRS D-5 establishes that a risk-free rate is the rate that reflects the time value of money
under prevailing market conditions established for government bonds with specific maturities;
a risk-free rate does not take any other risks into account.
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b) Separating components of a lease

Limitations were imposed on the use of the practical expedient set forth in Mexican FRS D-5
related to the separation of non-lease components or relatively insignificant components when
determining the right-of-use asset and the lease liability. The practical expedient establishes
that, when it is difficult to separate the components, a lessee may elect, by class of underlying
asset, not to separate non-lease components from lease components and instead account for
each lease component and any associated non-lease components as a single lease component.
Lessees still may not apply this practical expedient to embedded derivates that meet the
separation criteria in Mexican FRS C-10, Derivatives and hedging.

These improvements are effective for annual periods beginning on or after 1 January 2020,
with early adoption permitted for annual periods beginning on or after 1 January 2019.

Company management is assessing what effects the adoption of these standards and
improvements could have on the Company’s financial statements.

3. Cash and Cash Equivalents

An analysis of cash and cash equivalents as at 31 December 2019 and 2018 is as follows:

2019
2018

(unaudited)
Banks in Mexican pesos Ps. 13,292 Ps. 1,232
Banks in foreign currency 6,071 713

Ps. 19,363 Ps. 1,945

4. Trade Receivables, net

An analysis of the Company’s trade receivables as at 31 December 2019 and 2018 is as follows:

2019
2018

(unaudited)
Trade receivables Ps. 432,209 Ps. 41,869
Allowance for impairment of accounts receivable (1) ( 327,775) ( 20,490)

Ps. 104,434 Ps. 21,379



14.

(1)An analysis of changes in the allowance for impairment in accounts receivable as at 31
December 2019 and 2018 is as follows:

2019
2018

(unaudited)
Beginning balance Ps. 20,490 Ps. 870

Increases 310,604 19,620
Write offs 7,440 -
Utilized ( 10,759) -

Ending balance Ps. 327,775 Ps. 20,490

An analysis of income from trade receivables for the years ended 31 December 2019 and 2018
is as follows:

2019
2018

(unaudited)
Ordinary interest Ps. 118,274 Ps. 16,719
Late interest 176,954 1,459
Late penalty fees 43,980 6,012

Ps. 339,208 Ps. 20,490

5. Borrowings

a) Analysis of borrowings by currency and by lender

An analysis of the Company’s borrowings by currency and by lender (related party or non-
related party) as at 31 December 2019 and 2018 is as follows:

Related
parties (1)

Non-related
parties (2) Total

As at 31 December 2019
In Mexican pesos:

Principal Ps. 59,229 Ps. 22,134 Ps. 81,363
Interest 10,184 267 10,451

69,413 22,401 91,814
In U.S. dollars:

Principal 10,338 10,490 20,828
Interest 3,193 793 3,986

13,531 11,283 24,814
In euros:

Principal - 43,103 43,103
Interest - 289 289

- 43,392 43,392
Ps. 82,944 Ps. 77,076 Ps. 160,020
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Related
parties (1)

Non-related
parties (2) Total

As at 31 December 2018 (unaudited)
In Mexican pesos Ps. 55,207 Ps. - Ps. 55,207

(1) Loans received by the Holding Company with terms of one to two years, with principal and
interest payable upon maturity, bearing interest at market rates.

(2) Primarily corresponds to loan agreements entered with non-related parties in
“crowdfunding” platforms and others. As at 31 December 2019, the Company has met its
financial obligations with non-related parties.

b) Short-term and long-term loans

An analysis of the Company’s short-term and long-term loans as at 31 December 2019 and
2018 is as follows:

Short-term Long-term Total
As at 31 December 2019
  In Mexican pesos:
    Related parties Ps. 37,727 Ps. 31,686 Ps. 69,413
    Non-related parties 22,400 - 22,400

60,127 31,686 91,813
  In U.S. dollars:
    Related parties 11,941 1,590 13,531
    Non-related parties - 11,283 11,283

11,941 12,873 24,814
In euros:

Non-related parties 43,393 - 43,393
Ps. 115,461 Ps. 44,559 Ps. 160,020

As at 31 December 2018 (unaudited)
In Mexican pesos:

Related parties Ps. 55,207 Ps. - Ps. 55,207

c) Interest expense

For the years ended 31 December 2019 and 2018, interest expense on borrowings is
Ps. 13,876 and Ps. 3,569, respectively.
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6. Equity

a) Share capital

As at 31 December 2019 and 2018, the Company’s fixed share capital is represented by 1,000
common registered series “A” shares, with a par value of fifty Mexican pesos each. The
Company’s paid-in share capital as at 31 December 2019 and 2018 is Ps. 500.

b) Legal reserve

In accordance with the Mexican Corporations Act, the Company is required to appropriate at
least 5% of the net profit of each year to increase the legal reserve. This practice must be
continued each year until the legal reserve reaches 20% of the value of the Company’s share
capital.

c) Tax balances

In the event of a capital redemption, any reimbursement to shareholders in excess of their
capital contributions as restated in accordance with the Mexican Income Tax Law (MITL), shall
be subject to taxation at the enacted rate at the time of such redemption.

In accordance with the MITL, all capital contributions and net share premiums received by
shareholders, as well as capital redemptions, must be controlled in a so-called Restated
contributed capital account (CUCA by its acronym in Spanish). Such account must be restated
for inflation from the time capital contributions are made to the time capital is reduced.

Earnings distributed in excess of the CUCA balance will be subject to the payment of corporate
income tax at the statutory rate at that time.

Earnings distributed in excess of the Net taxed profits account (CUFIN by its acronym in Spanish)
balance will be subject to the payment of corporate income tax at the statutory rate at that
time. The payment of this tax may be credited against the Company’s current income tax.

As at 31 December 2019 and 2018, the CUCA balance is Ps. 57 and Ps. 55, respectively, while
the CUFIN balance is negative, since the Company has not had any taxable profits since its
incorporation.
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7. Income Tax

The MITL establishes a corporate income tax rate of 30% for fiscal year 2019 and thereafter.

An analysis of income tax expense for the years ended 31 December 2019 and 2018 is as
follows:

2019
2018

(unaudited)
Current income tax Ps. 14,041 Ps. -
Deferred income tax 957 ( 8,954)

Ps. 14,998 Ps.( 8,954)

a) Current income tax

For the year ended 31 December 2019, the Company reported taxable profit of Ps. 46,804. For
the year ended 31 December 2018, the Company reported a tax loss of Ps. 3,402. The income
tax rate for both years was 30%. The Company’s tax results differ from its book results primarily
due to timing differences for items of revenue or expense that are recognized in one period for
tax purposes, but in a different period for book purposes, differences in the recognition of the
effects of inflation for tax purposes, and difference for items that are recognized for book or
tax purposes only.

A reconciliation of the loss before income tax and the taxable profit for the years ended 31
December 2019 and 2018, is summarized as follows:

2019
2018

(unaudited)
Loss before income tax Ps.( 38,545) Ps.( 24,760)

Plus:
Taxable income 179,924 734
Non-taxable deductions 332,075 33,818

Less:
Non-taxable income ( 355,552) ( 26)
Taxable deductions  ( 67,687)  ( 9,502)

Taxable profit before tax loss carryforwards 50,215 264
Tax loss carryforwards ( 3,411) ( 3,666)

Taxable profit/(tax loss)   46,804 Ps.( 3,402)
Statutory income tax rate 30%
Current income tax Ps. 14,041
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b) Deferred income tax

The temporary differences between the reported amounts of assets and liabilities for financial
and tax reporting purposes that give rise to deferred taxes calculated at the 30% rate as at
31 December 2019 and 2018 are as follows:

2019
2018

(unaudited)
Deferred tax assets:

Allowance for impairment of accounts receivable Ps. 98,333 Ps. 6,147
Tax losses from prior years - 1,021
Provisions 2,986 1,848

101,319 9,015
Less: Valuation allowance (1) ( 93,181) -

8,138 9,015
Deferred tax liabilities:

Prepaid expenses 142 61
Deferred tax asset, net Ps. 7,996 Ps. 8,954

(1) As at 31 December 2019, the Company’s valuation allowance for deferred tax assets covers
the full amount of the deferred tax asset from the allowance for impairment in accounts
receivable.

c) Reconciliation of the effective income tax rate

A reconciliation of the statutory income tax rate to the effective income tax rate recognized by
the Company for financial reporting purposes is as follows:

2019
2018

(unaudited)
Loss before income tax Ps.( 38,545) Ps.( 24,760)
Statutory income tax rate 30% 30%

( 11,564) ( 7,428)
Income tax on non-taxable items:

Non-taxable late interest ( 52,992) -
Deductible write offs ( 12,124) -
(Deductible)/taxable annual inflation adjustment ( 1,739) 214
Non-deductible expenses 828 225
Depreciation and interest expense in lease transactions 534 -
Other items ( 103) ( 865)

( 77,160) ( 7,854)
Tax loss carryforwards ( 1,023) ( 1,100)

 Valuation allowance   93,181 -
Income tax recognized in statement of comprehensive loss Ps. 14,998 Ps.( 8,954)
Effective income tax rate 39% 36%
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8. Related Party Balances and Transactions

The Company carries out transactions with its related parties (primarily with its Holding
Company) at arm’s length (prices similar to the prices that would have been used with or
between independent parties in comparable transactions).

a) Nature

The principal transactions that the Company has carried out with its Holding Company are as
follows:

- Loans received and interest expense: The Holding Company provides funding to the
Company, and the proceeds are used for the Company’s operations (Note 5).

- Intragroup administrative services: These services consist of treasury support,
administrative support, and corporate activities related to the Company’s business. The
consideration paid in exchange for these services is determined based on the actual costs
incurred at the time that the services are provided.

- Software royalties: The Company pays royalties to the Holding Company. The consideration
is determined in accordance with the existing policies.

- Call center services: The Company provides support for certain services to its related party
IDF Spain, S.L.U. Mexican Branch (IDF Spain). The consideration is determined in accordance
with the existing policies.

b) Balances

An analysis of balances due from and to related parties as at 31 December 2019 and 2018 is
as follows:

2019
2018

(unaudited)
Assets
Receivables:

IDF Spain – Call center services Ps. 478 Ps. 2,345

Liabilities
Short-term payables:

Holding Company – royalties Ps. 17,084 Ps. 1,338
Holding Company – intragroup administrative services 1,520 -

18,604 1,338
Short-term and long-term loans (Note 5):

Holding Company 82,944 55,207
Ps. 101,548 Ps. 56,545
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c) Transactions

During the years ended 31 December 2019 and 2018, the Company had the following
transactions with its related parties:

2019
2018

(unaudited)
Revenue
IDF Spain:

Call center services Ps. 14,553 Ps. 6,129

Expenses
Holding company:

Software royalties Ps. 17,084 Ps. 1,338
Intragroup administrative services 18,423 5,838
Interest expense 11,229 3,569

Ps. 46,736 Ps. 10,745

9. Contingencies and Commitments

In accordance with the current MITL, the Company’s income tax returns are open to review by
the tax authorities for a period of five years from the date they are filed. In the event of such a
review, the tax authorities could determine taxes owed by the Company due to differences in
the criteria used by the Company and the tax authorities in the interpretation of Mexican tax
law.

10. Subsequent Events

Certain public health events related to the coronavirus (COVID-19) outbreak that occurred after
year end may have a significant negative impact on the Company’s operations and the
profitability of the Company’s investments. The extent of the impact will depend on future
developments, including (i) the duration and spread of the outbreak, (ii) any related restrictions
and warnings, (iii) the effects of the outbreak on the financial markets and (iv) the overall
effects on the economy, all of which are highly uncertain and unpredictable.


