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Philip Morris Georgia LLC
Statement of Financial Position
(Amounts expressed in Georgian Lari)

Note 31 December 2017 31 December 2016
ASSETS
Non-current Assets
Property, equipment and intangible assets 8 1,225,145 1,095,888
Total non-current assets 1,225,145 1,095,888
Current assets
Inventories 10 66,147,633 8,056,640
Trade and other receivables 9 21,332,348 17,410,063
Current income tax prepayment - 2,310,270
Cash and cash equivalents 11 - 90
Total current assets 87,479,981 27,777,063
TOTAL ASSETS 88,705,126 28,872,951
EQUITY
Charter and paid-in capital 12 552,325 552,325
Retained earnings 5,473,686 (1,382,283)
TOTAL EQUITY 6,026,011 (829,958)
LIABILITIES
Current liabilities
Borrowings 13 11,428,593 214,504
Trade and other payables 14 71,250,522 29,488,405
Total current liabilities 82,679,115 29,702,909
TOTAL LIABILITIES 82,679,115 29,702,909
TOTAL EQUITY AND LIABILITIES 88,705,126 28,872,951

Approved for issue and signed on behalf of the Management on 19 June 2018 by:

Juan Carlos Escobar
Deputy General Director

Sergii Kalnoochenko
First Deputy General Director

The accompanying notes on pages 5 to 27 are an integral part of these financial statements.
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Philip Morris Georgia LLC
Statement of Financial Position
(Amounts expressed in Georgian Lari)

Note 31 December 2017 31 December 2018
ASSETS
Non-current Assets
Property, equipment and intangible assets 8 1,225,145 1,095,888
Total non-current assets 1,225,145 1,095,888
Curmrent assets
Inventories 10 66,147,633 8,056,640
Trade and other receivables 9 21,332,348 17,410,063
Current income tax prepayment - 2,310,270
Cash and cash equivalents 11 - Q0
Total current assets 87,479,981 27,777,063
TOTAL ASSETS 88,705,128 28,872,951
EQUITY
Charter and paid-in capital 12 552,325 552,325
Retained earnings 5,473,686 (1,382,283}
TOTAL EQUITY 6,026,011 {829,958)
LIABILITIES
Current liabilities .
Borrowings 13 11,428,593 214,504
Trade and other payables 14 71,250,522 29,488,405
Total current liabllitias 82,679,115 29,702,909
TOTAL LIABILITIES 82,679,115 29,702,909

=

TOTAL EQUITY AND LIABILITIES 88,705,126 28,872,951

arlos Escobar
y General Director

on behalf of the Management on 19 June 2018 by;

Sergirkﬁlﬁgocf]eﬁko

First Depu}y

The accompanying notes on pages 5 to 27 are an inlegral part of these financial statements.




Philip Morris Georgia LLC

Statement of Profit or Loss and Other Comprehensive Income

(Amounts expressed in Georgian Lari)

Note 2017 2016
Revenue 15 358,279,742 219,289,458
Cost of sales 16 (327,689,081) (191,232,769)
Gross profit 30,590,661 28,056,689
Other income 21 7,178 34,560
General and administrative expenses 17 (11,741,640) (13,109,735)
Marketing expenses 18 (11,990,610) (9,035,458)
Other operating income/(expenses) 19 6,355 (4,233,956)
Operating profit 6,871,944 1,712,100
Finance costs, net 20 (15,975) (1,467,321)
Profit before income tax 6,855,969 244779
Income tax expense 22 - (688,614)
Profit/(Loss) for the year 6,855,969 (443,835)
Other comprehensive income for the year - -
TOTAL COMPREHENSIVE INCOME/(LOSS) FOR THE YEAR 6,855,969 (443,835)

The accompanying notes on pages 5 to 27 are an integral part of these financial statements.



Philip Morris Georgia LLC
Statement of Changes in Equity
(Amounts expressed in Georgian Lari)

Charter.and paid Retained Total
in capital earnings

Balance at 1 January 2016 552,325 61,552 613,877
Total comprehensive income for the year - (443,835) (443,835)
Dividends declared - (1,000,000) (1,000,000)
Balance at 31 December 2016 552,325 (1,382,283) (829,958)
Total comprehensive income for the year - 6,855,969 6,855,969
Balance at 31 December 2017 552,325 5,473,686 6,026,011

The accompanying notes on pages 5 to 27 are an integral part of these financial statements.



Philip Morris Georgia LLC
Statement of Cash Flows
(Amounts expressed in Georgian Lari)

Note 2017 2016
Cash flows from operating activities
Profit before income tax 6,855,969 244,779
Adjustments for:
Depreciation of property and equipment 17 422,616 339,104
Amortisation of other intangible assets 17 382 1,563
Gains less losses on disposals of property and equipment 21 (124) (25,353)
Bad debt written-off 19 292 1,481,398
Marketing inventory expenses 18 4,956,089 3,820,191
Interest income 20 (73,488) (1,188)
Interest expense 20 89,463 1,468,509
Net foreign exchange (gain)/loss 19 (679,144) 1,747,204
Operating cash flows before working capital changes 11,572,055 9,076,207
Increase in trade and other receivables (3,922,577) (8,251,209)
(Increase)/decrease in inventories (63,047,082) 10,902,889
Increase in trade and other payables 44,751,575 5,107,217
Changes in working capital (22,218,084) 7,758,897
Interest received 73,488 1,188
Interest paid (70,623) (1,469,089)
Net cash (used in)/from operating activities (10,643,164) 15,367,203
Cash flows from investing activities
Purchase of property and equipment 8 (631,050) (407,017)
Proceeds from the sale of property and equipment 78,919 38,712
Net cash used in investing activities (552,131) (368,305)
Cash flows from financing activities
Proceeds from borrowings 13 93,131,877 96,347,831
Repayment of borrowings 13 (81,936,627)  (110,162,635)
Dividends paid to the Company’s shareholder - (1,000,000)
Net cash from/(used) in financing activities 11,195,250 (14,814,804)
Net (decrease)/increase in cash and cash equivalents (45) 184,094
Effect of exchange rate changes on cash and cash equivalents (45) (184,069)
Cash and cash equivalents at the beginning of the year 90 65
Cash and cash equivalents at the end of the year - 90

The accompanying notes on pages 5 to 27 are an integral part of these financial statements.



Philip Morris Georgia LLC
Notes to the Financial Statements — 31 December 2017
(Amounts expressed in Georgian Lari)

1 The Company and its Operations

These financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) and with the Law of Georgia on Accounting, Reporting and Auditing for the year ended
31 December 2017 for Philip Morris Georgia LLC (hereinafter “the Company”).

The Company was incorporated on 17 September 2010 and is domiciled in Georgia. The Company has
been set up as a limited liability company in accordance with Georgian regulations and is registered by
Public Registry with identification number: 404387374. As of 31 December 2017 the Company’s immediate
parent entity, owning 100% of shares, was Philip Morris S.A., ultimately owned by Philip Morris International
Inc.

Principal activity. The Company’s principal business activity is import, custom clearance and wholesale
of cigarettes within Georgia. The Company’s facilities are based in Thilisi, Georgia.

Registered address and place of business. The Company’s registered address is 1 Galaktion Tabidze
Street / 2 Leonidze Street, Thilisi, Georgia.

Presentation currency. These financial statements are presented in Georgian Lari ("GEL"), unless
otherwise stated.

2 Operating Environment of the Company

The Company'’s principal business activities are within Georgia. Georgia displays certain characteristics of
an emerging market, including relatively high inflation and high interest rates. Georgian tax legislation is
subject to varying interpretations and frequent changes (Note 22).

The future economic direction of Georgia is largely dependent upon the effectiveness of economic, financial
and monetary measures undertaken by the Government, together with tax, legal, regulatory and political
developments.

Management is unable to predict all developments which could have an impact on the Georgian economy
and consequently what effect, if any, they could have on the future financial position of the Company.
Management believes it is taking all the necessary measures to support the sustainability and development
of the Company’s business.

3 Summary of Significant Account Policies

Basis of preparation. These financial statements have been prepared in accordance with IFRS and with
the Law of Georgia on Accounting, Reporting and Auditing under the historical cost convention. The
principal accounting policies applied in the preparation of these financial statements are set out below.
These policies have been consistently applied to all the periods presented, unless otherwise stated (refer
to Note 6 for new and amended standards adopted by the Company).

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of applying the
Company’s accounting policies. The areas involving a higher degree of judgement or complexity, or areas
where assumptions and estimates are significant to the financial statements are disclosed in Note 4.

Financial instruments - key measurement terms. Depending on their classification, financial instruments
are carried at fair value or amortised cost as described below.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The best evidence of fair value is the
price in an active market. An active market is one in which transactions for the asset or liability take place
with sufficient frequency and volume to provide pricing information on an ongoing basis.



Philip Morris Georgia LLC
Notes to the Financial Statements — 31 December 2017
(Amounts expressed in Georgian Lari)

3 Summary of Significant Accounting Policies (continued)

Fair value of financial instruments traded in an active market is measured as the product of the quoted price
for the individual asset or liability and the number of instruments held by the entity. This is the case even if
a market’s normal daily trading volume is not sufficient to absorb the quantity held and placing orders to
sell the position in a single transaction might affect the quoted price.

Valuation techniques such as discounted cash flow models or models based on recent arm’s length
transactions or consideration of financial data of the investees are used to measure fair value of certain
financial instruments for which external market pricing information is not available. Fair value
measurements are analysed by level in the fair value hierarchy as follows: (i) level one are measurements
at quoted prices (unadjusted) in active markets for identical assets or liabilities, (ii) level two measurements
are valuations techniques with all material inputs observable for the asset or liability, either directly (that is,
as prices) or indirectly (that is, derived from prices), and (iii) level three measurements are valuations not
based on solely observable market data (that is, the measurement requires significant unobservable
inputs). Transfers between levels of the fair value hierarchy are deemed to have occurred at the end of the
reporting period.

Disclosures are made in these financial statements if changing any such assumptions to a reasonably
possible alternative would result in significantly different profit, income, total assets or total liabilities.

Transaction costs are incremental costs that are directly attributable to the acquisition, issue or disposal of
a financial instrument. An incremental cost is one that would not have been incurred if the transaction had
not taken place. Transaction costs include fees and commissions paid to agents (including employees
acting as selling agents), advisors, brokers and dealers, levies by regulatory agencies and securities
exchanges, and transfer taxes and duties. Transaction costs do not include debt premiums or discounts,
financing costs or internal administrative or holding costs.

Amortised cost is the amount at which the financial instrument was recognised at initial recognition less any
principal repayments, plus accrued interest, and for financial assets less any write-down for incurred
impairment losses. Accrued interest includes amortisation of transaction costs deferred at initial recognition
and of any premium or discount to the maturity amount using the effective interest method. Accrued interest
income and accrued interest expense, including both accrued coupon and amortised discount or premium
(including fees deferred at origination, if any), are not presented separately and are included in the carrying
values of the related items in the statement of financial position

The effective interest method is a method of allocating interest income or interest expense over the relevant
period, so as to achieve a constant periodic rate of interest (effective interest rate) on the carrying amount.
The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts
(excluding future credit losses) through the expected life of the financial instrument or a shorter period, if
appropriate, to the net carrying amount of the financial instrument. The effective interest rate discounts
cash flows of variable interest instruments to the next interest repricing date, except for the premium or
discount which reflects the credit spread over the floating rate specified in the instrument, or other variables
that are not reset to market rates. Such premiums or discounts are amortised over the whole expected life
of the instrument. The present value calculation includes all fees paid or received between parties to the
contract that are an integral part of the effective interest rate.

Classification of financial assets. All of the Company’s financial assets fall into loans and receivables
measurement category. Loans and receivables are unquoted non-derivative financial assets with fixed or
determinable payments other than those that the Company intends to sell in the near term.

Classification of financial liabilities. Financial liabilities have the following measurement categories: (a)
held for trading which also includes financial derivatives and (b) other financial liabilities. Liabilities held for
trading are carried at fair value with changes in value recognised in profit or loss for the year (as finance
income or finance costs) in the period in which they arise. Other financial liabilities are carried at amortised
cost.



Philip Morris Georgia LLC
Notes to the Financial Statements — 31 December 2017
(Amounts expressed in Georgian Lari)

3 Summary of Significant Accounting Policies (continued)

Initial recognition of financial instruments. Financial liabilities are initially recorded at fair value plus
transaction costs. Fair value at initial recognition is best evidenced by the transaction price. A gain or loss
on initial recognition is only recorded if there is a difference between fair value and transaction price which
can be evidenced by other observable current market transactions in the same instrument or by a valuation
technique whose inputs include only data from observable markets.

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

Offsetting financial instruments. Financial assets and liabilities are offset and the net amount reported
in the statement of financial position only when there is a legally enforceable right to offset the recognised
amounts, and there is an intention to either settle on a net basis, or to realise the asset and settle the liability
simultaneously. Such a right of set off (a) must not be contingent on a future event and (b) must be legally
enforceable in all of the following circumstances: (i) in the normal course of business, (ii) in the event of
default and (iii) in the event of insolvency or bankruptcy.

Property and equipment. Property and equipment are stated at cost, less accumulated depreciation and
provision for impairment, where required.

Subsequent costs are included in the asset’'s carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to the
Company and the cost of the item can be measured reliably. Costs of minor repairs and day-to-day
maintenance are expensed when incurred. Cost of replacing major parts or components of property and
equipment items are capitalised and the replaced part is retired.

At the end of each reporting period management assesses whether there is any indication of impairment
of property and equipment. If any such indication exists, management estimates the recoverable amount,
which is determined as the higher of an asset’s fair value less costs to sell and its value in use. The carrying
amount is reduced to the recoverable amount and the impairment loss is recognised in profit or loss for the
year. An impairment loss recognised for an asset in prior years is reversed where appropriate if there has
been a change in the estimates used to determine the asset’s value in use or fair value less costs to sell.

Gains and losses on disposals are determined by comparing proceeds with carrying amount and are
recognised in profit or loss for the year within other operating income or costs.

Depreciation. Uninstalled equipment is not depreciated. Depreciation on other items of property and
equipment is calculated using the straight-line method to allocate their cost to their residual values over
their estimated useful lives:

Useful lives in years

Furniture and fixtures 1-10 years
Leasehold improvement 2-5 years
Data processing hardware 3-5 years
Transportation equipment 4-15 years

The residual value of an asset is the estimated amount that the Company would currently obtain from
disposal of the asset less the estimated costs of disposal, if the asset were already of the age and in the
condition expected at the end of its useful life. The assets’ residual values and useful lives are reviewed,
and adjusted if appropriate, at the end of each reporting period.



Philip Morris Georgia LLC
Notes to the Financial Statements — 31 December 2017
(Amounts expressed in Georgian Lari)

3 Summary of Significant Accounting Policies (continued)

Intangible assets. Intangible assets acquired separately are measured on initial recognition at cost.
Following initial recognition, intangible assets are carried at cost less any accumulated amortisation and
accumulated impairment losses.

Intangible assets are amortised using the straight-line method over their useful lives:

Useful lives in years
Software licences 3-5 years
Other operating licences 3-5 years

Intangible assets are amortised over the useful economic life and assessed for impairment whenever there
is an indication that the intangible asset may be impaired. The amortisation period and the amortisation
method for an intangible asset with a finite useful life are reviewed at least at the end of each reporting
period. Changes in the expected useful life or the expected pattern of consumption of future economic
benefits embodied in the asset are considered to modify the amortisation period or method, as appropriate,
and are treated as changes in accounting estimates. The amortisation expense on intangible assets with
finite lives is recognised in the statement of comprehensive income under depreciation and amortisation
expenses that is consistent with the function of the intangible assets.

Gains or losses arising from de-recognition of an intangible asset are measured as the difference between
the net disposal proceeds and the carrying amount of the asset and are recognised in the statement of
profit or loss when the asset is derecognised.

Operating leases. Where the Company is a lessee in a lease which does not transfer substantially all the
risks and rewards incidental to ownership from the lessor to the Company, the total lease payments are
charged to profit or loss for the year on a straight-line basis over the lease term. The lease term is the non-
cancellable period for which the lessee has contracted to lease the asset together with any further terms
for which the lessee has the option to continue to lease the asset, with or without further payment, when at
the inception of the lease it is reasonably certain that the lessee will exercise the option.

Income taxes. Income taxes have been provided for in the financial statements in accordance with
legislation enacted or substantively enacted by the end of the reporting period.

Before 1 January 2017, the income tax charge/(credit) comprised current tax and deferred tax and was
recognised in profit or loss for the year, except if it was recognised in other comprehensive income or
directly in equity because it related to transactions that were also recognised, in the same or a different
period, in other comprehensive income or directly in equity.

Current tax was the amount expected to be paid to, or recovered from, the taxation authorities in respect
of taxable profits or losses for the current and prior periods. Taxable profits or losses were based on
estimates if financial statements were authorised prior to filing relevant tax returns.

Deferred income tax was provided using the balance sheet liability method for tax loss carry forwards and
temporary differences arising between the tax bases of assets and liabilities and their carrying amounts for
financial reporting purposes. In accordance with the initial recognition exemption, deferred taxes were not
recorded for temporary differences on initial recognition of an asset or a liability in a transaction other than
a business combination if the transaction, when initially recorded, affects neither accounting nor taxable
profit. Deferred tax balances were measured at tax rates enacted or substantively enacted at the end of
the reporting period, which were expected to apply to the period when the temporary differences reverse
or the tax loss carry forwards be utilised.

Deferred tax assets for deductible temporary differences and tax loss carry forwards were recorded only to
the extent that it is probable that the temporary difference will reverse in the future and there is sufficient
future taxable profit available against which the deductions could be utilised.

Deferred income tax assets and liabilities were offset when there was a legally enforceable right to offset
current tax assets against current tax liabilities and when the deferred income taxes assets and liabilities
related to income taxes levied by the same taxation authority on either the same taxable entity or different
taxable entities where there was an intention to settle the balances on a net basis.



Philip Morris Georgia LLC
Notes to the Financial Statements — 31 December 2017
(Amounts expressed in Georgian Lari)

3 Summary of Significant Accounting Policies (continued)

On 13 May 2016 the Government of Georgia enacted the changes in the Tax Code of Georgia whereby
companies (other than banks, credit unions, insurance companies, microfinance organizations and pawn
shops) do not have to pay income tax on their profit earned since 1 January 2017, until that profit is
distributed or deemed distributed in a form of dividend.

The income tax at 15% is payable on gross up value (i.e. net dividends shall be grossed up by withholding
tax 5%, if applicable, and divided by 0.85) at the moment of the dividend payment to individuals or to non-
resident legal entities. Dividends paid to resident legal entities from the profits earned since 1 January 2017
are tax exempt.

Dividends on earnings accumulated during the period from 1 January 2008 to 1 January 2017 is subject to
income tax on grossed up value, reduced by respective tax credit calculated as a share of corporate income
tax declared and paid on taxable profits vs total net profits for the same period multiplied to the dividend to
be distributed. However tax credit amount should not exceed the actual income tax imposed on dividend
distribution.

Income tax arising from distribution of dividends is accounted for as an income tax expense in the period
in which dividends are declared, regardless of the actual payment date or the period for which the dividends
are paid. As a result, the Company derecognised all deferred tax assets and liabilities as of 31 December
2016 and accounted the respective impact in the profit and loss in 2016. A contingent income tax liability
which would arise upon the payment of dividends is not recognised in the statement of financial position.

In addition to the distribution of dividends, the tax is still payable on expenses or other payments incurred
not related to economic activities, free delivery of assets or services and representation costs that exceed
the maximum amount determined by the Tax Code of Georgia. All advances paid to entities registered in
jurisdictions having preferential tax regime and other certain transactions with such entities as well as loans
granted to individuals or non-residents are immediately taxable. Such taxes along with other taxes, net of
tax credits claimed on assets or services received in exchange for the advances paid to entities registered
in jurisdictions having preferential tax regime or recovery of loans granted to individuals or non-residents,
are recorded under Taxes other than on income within operating expenses.

Inventories. Inventories are stated at the lower of cost and estimated selling price less costs to sell. Cost
is determined using the first in first out (“FIFO”) method and includes cost of purchase and other costs
incurred in bringing them to their present location and condition.

At each reporting date, inventories are assessed for impairment. If inventory is impaired, the carrying
amount is reduced to its selling price less costs to sell and the impairment loss is recognised immediately
in profit or loss.

Trade and other receivables. Trade receivables are recognised initially at the transaction price. They are
subsequently measured at amortised cost using the effective interest method, less provision for impairment.
A provision for impairment of trade receivables is established when there is objective evidence that the
Company will not be able to collect all amounts due according to the original terms of the receivables.

Prepayments. Prepayments are carried at cost less provision for impairment. A prepayment is classified
as non-current when the goods or services relating to the prepayment are expected to be obtained after
one year, or when the prepayment relates to an asset which will itself be classified as non-current upon
initial recognition. Prepayments to acquire assets are transferred to the carrying amount of the asset once
the Company has obtained control of the asset and it is probable that future economic benefits associated
with the asset will flow to the Company.

Other prepayments are written off to profit or loss when the goods or services relating to the prepayments
are received. If there is an indication that the assets, goods or services relating to a prepayment will not be
received, the carrying value of the prepayment is written down accordingly and a corresponding impairment
loss is recognised in profit or loss for the year.



Philip Morris Georgia LLC
Notes to the Financial Statements — 31 December 2017
(Amounts expressed in Georgian Lari)

3 Summary of Significant Accounting Policies (continued)

Cash and cash equivalents. Cash and cash equivalents include cash in hand, deposits held at call with
banks, and other short-term highly liquid investments with original maturities of three months or less. Cash
and cash equivalents are carried at amortised cost using the effective interest method.

Restricted balances are excluded from cash and cash equivalents for the purposes of the cash flow
statement. Balances restricted from being exchanged or used to settle a liability for at least twelve months
after the reporting period are included in restricted deposits within statement of financial position.

Charter and paid-in capital. The amount of Company’s stated charter capital is determined by the
Company’s shareholder. The changes in the Company’s stated capital shall be made only based on the
decision of the Company’s shareholder.

All other cash or in-kind capital contributions, made by the Company’s shareholder that were dedicated to
increase the Company’s capital but were not reflected in the Company’s Charter as at balance sheet date,
are recognised as paid-in capital.

Dividends. Dividends are recorded as a liability and deducted from equity in the period in which they are
declared and approved. Any dividends declared after the reporting period and before the financial
statements are authorised for issue are disclosed in the subsequent events note.

Borrowings. Borrowings are recognised initially at fair value, net of transaction costs incurred and are
subsequently carried at amortised cost using the effective interest method.

Value added tax. Output value added tax related to sales is payable to tax authorities on the earlier of (a)
collection of receivables from customers or (b) delivery of goods or services to customers. Input VAT is
generally recoverable against output VAT upon receipt of the VAT invoice. The tax authorities permit the
settlement of VAT on a net basis. Input VAT related to acquisition of Property, Plant and Equipment items
are deferred for 5 to 10 years for entities having more than 20% VAT exempted turnover.

Revenue recognition. Revenue is measured at the fair value of the consideration received or receivable,
and represents amounts receivable for goods supplied, stated net of discounts, returns and value added
taxes. The Company recognises revenue when the amount of revenue can be reliably measured; when it
is probable that future economic benefits will flow to the entity; and when specific criteria have been met
for each of the Company’s activities, as described below. When the fair value of goods received in a barter
transaction cannot be measured reliably, the revenue is measured at the fair value of the goods or service
given up.

Sales of goods. Revenues from sales of goods are recognised at the point of transfer of risks and rewards
of ownership of the goods, normally when the goods are shipped. If the Company agrees to transport goods
to a specified location, revenue is recognised when the goods are passed to the customer at the destination
point.

Provisions for liabilities and charges. Provisions for liabilities and charges are non-financial liabilities of
uncertain timing or amount. They are accrued when the Company has a present legal or constructive
obligation as a result of past events, it is probable that an outflow of resources embodying economic
benefits will be required to settle the obligation, and a reliable estimate of the amount of the obligation can
be made. Provisions are measured at the present value of the expenditures expected to be required to
settle the obligation using a pre-tax rate that reflects current market assessments of the time value of money
and the risks specific to the obligation. The increase in the provision due to the passage of time is
recognised as an interest expense.

10



Philip Morris Georgia LLC
Notes to the Financial Statements — 31 December 2017
(Amounts expressed in Georgian Lari)

3 Summary of Significant Accounting Policies (continued)

Foreign currency translation. The functional currency of the Company is the currency of the primary
economic environment in which the entity operates. The functional currency of the Company and its
presentation currency is the national currency of Georgia, Georgian Lari (“GEL”).

Transactions and balances. Monetary assets and liabilities are translated into company’s functional
currency at the official exchange rate of the National Bank of Georgia (“NBG”) at the respective end of the
reporting period. Foreign exchange gains and losses resulting from the settlement of the transactions and
from the translation of monetary assets and liabilities into company’s functional currency at year-end official
exchange rates of the NBG are recognised in profit or loss. Foreign exchange gains and losses that relate
to borrowings and cash and cash equivalents are presented in the income statement within finance income
or costs’. All other foreign exchange gains and losses are presented in the income statement within ‘Other
operating expenses’. Translation at year-end rates does not apply to non-monetary items that are measured
at historical cost. Non-monetary items measured at fair value in a foreign currency, including equity
investments, are translated using the exchange rates at the date when the fair value was determined.
Effects of exchange rate changes on non-monetary items measured at fair value in a foreign currency are
recorded as part of the fair value gain or loss.

At 31 December 2017, the principal rate of exchange, as determined by the National Bank of Georgia, used
for translating foreign currency balances was US Dollar 1 = GEL 2.5922 and Euro (‘EUR”) 1 = GEL 3.1044
(As at 31 December 2016: US Dollar 1 = GEL 2.6468 and Euro (“‘EUR”) 1 = GEL 2.7940). At present, the
Georgian Lari is not a freely convertible currency in most countries outside of Georgia.

Employee benefits. Wages, salaries, paid annual leave and sick leave, bonuses, and non-monetary
benefits are accrued in the year in which the associated services are rendered by the employees of the
Company. The Company has no legal or constructive obligation to make pension or similar benefit
payments.

Trade and other payables. Trade payables are accrued when the counterparty performs its obligations
under the contract and are recognised initially at fair value and subsequently carried at amortised cost using
the effective interest method.

4 Critical Accounting Estimates, and Judgements in Applying Accounting Policies

The Company makes estimates and assumptions that affect the amounts recognised in the financial
statements and the carrying amounts of assets and liabilities within the next financial year. Estimates and
judgements are continually evaluated and are based on management’s experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.
Management also makes certain judgements, apart from those involving estimations, in the process of
applying the accounting policies. Judgements that have the most significant effect on the amounts
recognised in the financial statements and estimate that can cause a significant adjustment to the carrying
amount of assets and liabilities within the next financial year include:

Useful lives of property and equipment. The estimation of the useful lives of items of property and
equipment is a matter of judgment based on the experience with similar assets. The future economic
benefits embodied in the assets are consumed principally through use. However, other factors, such as
technical or commercial obsolescence and wear and tear, often result in the diminution of the economic
benefits embodied in the assets. Management assesses the remaining useful lives in accordance with the
current technical conditions of the assets and estimated period during which the assets are expected to
earn benefits for the Company. The following primary factors are considered: (a) expected usage of the
assets; (b) expected physical wear and tear, which depends on operational factors and maintenance
programme; and (c) technical or commercial obsolescence arising from changes in market conditions.

Were the estimated useful lives to differ by 10% from management’s estimates, the impact on depreciation
for the year ended 31 December 2017 (2016: GEL 34,000) would be to increase/decrease it by GEL 42,000.
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Philip Morris Georgia LLC
Notes to the Financial Statements — 31 December 2017
(Amounts expressed in Georgian Lari)

4 Critical Accounting Estimates, and Judgements in Applying Accounting Policies (continued)

Impairment of assets and accounting for provisions. At each balance sheet date the Company
assesses whether there is any indication that the recoverable amount of the Company’s assets has declined
below the carrying value. As at 31 December 2017, Management has considered all relevant internal and
external factors and concluded that there is no indicator of impairment and as a result, no impairment test
was performed in regard with the Company’s non-financial assets.

Initial recognition of related party transactions. In the normal course of business the Company enters
into transactions with its related parties. IAS 39 requires initial recognition of financial instruments based
on their fair values. Judgement is applied in determining if transactions are priced at market or non-market
interest rates, where there is no active market for such transactions. The basis for judgement is pricing for
similar types of transactions with unrelated parties and effective interest rate analyses. Terms and
conditions of loans issued to related parties are disclosed in Note 7.

Going concern. Management prepared these financial statements on a going concern basis, which
contemplates the realisation of assets and the satisfaction of liabilities in the normal course of business. In
making this judgement management considered the Company’s financial position, current intentions,
profitability of operations and access to financial resources, and analysed the impact of the situation in the
financial markets on the operations of the Company.

5 Adoption of New or Revised Standards and Interpretations

The following amended standards became effective from 1 January 2017, but did not have a material impact
on the Company.

. Disclosure Initiative — Amendments to IAS 7 (issued on 29 January 2016 and effective for annual
periods beginning on or after 1 January 2017).

o Recognition of Deferred Tax Assets for Unrealised Losses — Amendment to IAS 12 (issued on 19
January 2016 and effective for annual periods beginning on or after 1 January 2017).

. Amendments to IFRS 12 included in Annual Improvements to IFRSs 2014-2016 Cycle (issued on 8
December 2016 and effective for annual periods beginning on or after 1 January 2017).

6 New Accounting Pronouncements

Certain new standards and interpretations have been issued that are mandatory for the annual periods
beginning on or after 1 January 2018 or later, and which the Company has not early adopted.

IFRS 9 “Financial Instruments: Classification and Measurement” (amended in July 2014 and
effective for annual periods beginning on or after 1 January 2018). Key features of the new standard
are:

. Financial assets are required to be classified into three measurement categories: those to be
measured subsequently at amortised cost, those to be measured subsequently at fair value through
other comprehensive income (FVOCI) and those to be measured subsequently at fair value through
profit or loss (FVPL).

. Classification for debt instruments is driven by the entity’s business model for managing the financial
assets and whether the contractual cash flows represent solely payments of principal and interest
(SPPI). If a debt instrument is held to collect, it may be carried at amortised cost if it also meets the
SPPI requirement. Debt instruments that meet the SPPI requirement that are held in a portfolio where
an entity both holds to collect assets’ cash flows and sells assets may be classified as FVOCI.
Financial assets that do not contain cash flows that are SPPI must be measured at FVPL (for
example, derivatives). Embedded derivatives are no longer separated from financial assets but will
be included in assessing the SPPI condition.
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Philip Morris Georgia LLC
Notes to the Financial Statements — 31 December 2017
(Amounts expressed in Georgian Lari)

6 New Accounting Pronouncements (continued)

. Investments in equity instruments are always measured at fair value. However, management can
make an irrevocable election to present changes in fair value in other comprehensive income,
provided the instrument is not held for trading. If the equity instrument is held for trading, changes in
fair value are presented in profit or loss.

. Most of the requirements in IAS 39 for classification and measurement of financial liabilities were
carried forward unchanged to IFRS 9. The key change is that an entity will be required to present the
effects of changes in own credit risk of financial liabilities designated at fair value through profit or
loss in other comprehensive income.

. IFRS 9 introduces a new model for the recognition of impairment losses — the expected credit losses
(ECL) model. There is a ‘three stage’ approach which is based on the change in credit quality of
financial assets since initial recognition. In practice, the new rules mean that entities will have to
record an immediate loss equal to the 12-month ECL on initial recognition of financial assets that are
not credit impaired (or lifetime ECL for trade receivables). Where there has been a significant
increase in credit risk, impairment is measured using lifetime ECL rather than 12-month ECL. The
model includes operational simplifications for lease and trade receivables.

. Hedge accounting requirements were amended to align accounting more closely with risk
management. The standard provides entities with an accounting policy choice between applying the
hedge accounting requirements of IFRS 9 and continuing to apply IAS 39 to all hedges because the
standard currently does not address accounting for macro hedging.

Based on an analysis of the Company’s financial assets and financial liabilities as at 31 December 2017
and on the basis of the facts and circumstances that exist at that date, the Management of the Company is
not expecting a significant impact on its financial statements from the adoption of the new standard on 1
January 2018.

The new standard also introduces expanded disclosure requirements and changes in presentation. These
are expected to change the nature and extent of the Company's disclosures about its financial instruments
particularly in the year of the adoption of the new standard.

IFRS 15, Revenue from Contracts with Customers (issued on 28 May 2014 and effective for the
periods beginning on or after 1 January 2018). The new standard introduces the core principle that
revenue must be recognized when the goods or services are transferred to the customer, at the transaction
price. Any bundled goods or services that are distinct must be separately recognized, and any discounts or
rebates on the contract price must generally be allocated to the separate elements. When the consideration
varies for any reason, minimum amounts must be recognised if they are not at significant risk of reversal.
Costs incurred to secure contracts with customers have to be capitalised and amortised over the period
when the benefits of the contract are consumed.

Amendments to IFRS 15, Revenue from Contracts with Customers (issued on 12 April 2016 and
effective for annual periods beginning on or after 1 January 2018). The amendments do not change
the underlying principles of the Standard but clarify how those principles should be applied. The
amendments clarify how to identify a performance obligation (the promise to transfer a good or a service to
a customer) in a contract; how to determine whether a company is a principal (the provider of a good or
service) or an agent (responsible for arranging for the good or service to be provided); and how to determine
whether the revenue from granting a licence should be recognised at a point in time or over time. In addition
to the clarifications, the amendments include two additional reliefs to reduce cost and complexity for a
company when it first applies the new Standard.

In accordance with the transition provisions in IFRS 15 the Company has elected simplified transition
method with the effect of transition to be recognised as at 1 January 2018 in the financial statements for
the year-ending 31 December 2018 which will be the first year when the Company will apply IFRS 15.

The Company plans to apply the practical expedient available for simplified transition method. The
Company applies IFRS 15 retrospectively only to contracts that are not completed at the date of initial
application (1 January 2018).
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Notes to the Financial Statements — 31 December 2017
(Amounts expressed in Georgian Lari)

6 New Accounting Pronouncements (continued)

The adoption of IFRS 15 will result in changes in accounting policies. Based on the analysis of the
Company’s revenue streams for the year ended 31 December 2017, individual contracts’ terms and on the
basis of the facts and circumstances that exist at that date, in view of simplified transition method
application, the management of the Company is not expecting a significant impact on its financial
statements from the adoption of the new standard on 1 January 2018.

The main changes expected from adoption of IFRS 15 are explained below:

- Accounting for contract modifications,

- Additional performance obligations identified,

- Accounting for variable consideration,

- Accounting for significant financing component,

- Accounting for customer loyalty programs,

- Changes in timing of revenue recognition (from over time to point in time or vice versa),
- Accounting for refunds,

- Accounting for licences,

- Accounting for costs to obtain a contract,

- Accounting for costs to fulfil a contract,

- Presentation of contract assets and contract liabilities,
- Other.

In summary, the Management does not expect the adjustments to be made to the amounts that will be
recognized in the statement of financial position as at 1 January 2018 which is the date of initial application
of IFRS 15 by the Company in the financial statements for the year ending 31 December 2018. This is the
preliminary view of the Management of the Company and it is possible that the final impact included in the
financial statements for the year ending 31 December 2018 may differ from those preliminary view.

IFRS 16, Leases (issued on 13 January 2016 and effective for annual periods beginning on or after
1 January 2019). The new standard sets out the principles for the recognition, measurement, presentation
and disclosure of leases. All leases result in the lessee obtaining the right to use an asset at the start of the
lease and, if lease payments are made over time, also obtaining financing. Accordingly, IFRS 16 eliminates
the classification of leases as either operating leases or finance leases as is required by IAS 17 and,
instead, introduces a single lessee accounting model. Lessees will be required to recognise: (a) assets and
liabilities for all leases with a term of more than 12 months, unless the underlying asset is of low value; and
(b) depreciation of lease assets separately from interest on lease liabilities in the statement of profit or loss
and other comprehensive income. IFRS 16 substantially carries forward the lessor accounting requirements
in IAS 17. Accordingly, a lessor continues to classify its leases as operating leases or finance leases, and
to account for those two types of leases differently. The Company is currently assessing the impact of the
new standard on its financial statements.

IFRS 17 "Insurance Contracts" (issued on 18 May 2017 and effective for annual periods beginning
on or after 1 January 2021). IFRS 17 replaces IFRS 4, which has given companies dispensation to carry
on accounting for insurance contracts using existing practices. As a consequence, it was difficult for
investors to compare and contrast the financial performance of otherwise similar insurance companies.
IFRS 17 is a single principle-based standard to account for all types of insurance contracts, including
reinsurance contracts that an insurer holds. The standard requires recognition and measurement of groups
of insurance contracts at: (i) a risk-adjusted present value of the future cash flows (the fulfiiment cash flows)
that incorporates all of the available information about the fulfilment cash flows in a way that is consistent
with observable market information; plus (if this value is a liability) or minus (if this value is an asset) (ii) an
amount representing the unearned profit in the group of contracts (the contractual service margin). Insurers
will be recognising the profit from a group of insurance contracts over the period they provide insurance
coverage, and as they are released from risk. If a group of contracts is or becomes loss-making, an entity
will be recognising the loss immediately. The Company is currently assessing the impact of the new
standard on its financial statements.
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6 New Accounting Pronouncements (continued)

IFRIC 22 "Foreign currency transactions and advance consideration” (issued on 8 December 2016 and
effective for annual periods beginning on or after 1 January 2018). This interpretation considers how to
determine the date of the transaction when applying the standard on foreign currency transactions, IAS 21. The
interpretation applies where an entity either pays or received consideration in advance for foreign currency-
denominated contracts. The interpretation specifies that the date of transaction is the date on which the entity
initially recognizes the non-monetary asset or non-monetary liability arising from the payment or receipt of
advance consideration. If there are multiple payments or receipts in advance, the Interpretation requires an entity
to determine the date of transaction for each payment or receipt of advance consideration. The Company is
currently assessing the impact of the interpretation on its financial statements.

IFRIC 23 "Uncertainty over Income Tax Treatments" (issued on 7 June 2017 and effective for annual
periods beginning on or after 1 January 2019). IAS 12 specifies how to account for current and deferred tax,
but not how to reflect the effects of uncertainty. The interpretation clarifies how to apply the recognition and
measurement requirements in IAS 12 when there is uncertainty over income tax treatments. An entity should
determine whether to consider each uncertain tax treatment separately or together with one or more other
uncertain tax treatments based on which approach better predicts the resolution of the uncertainty. An entity
should assume that a taxation authority will examine amounts it has a right to examine and have full knowledge
of all related information when making those examinations. If an entity concludes it is not probable that the
taxation authority will accept an uncertain tax treatment, the effect of uncertainty will be reflected in determining
the related taxable profit or loss, tax bases, unused tax losses, unused tax credits or tax rates, by using either
the most likely amount or the expected value, depending on which method the entity expects to better predict
the resolution of the uncertainty. An entity will reflect the effect of a change in facts and circumstances or of new
information that affects the judgments or estimates required by the interpretation as a change in accounting
estimate. Examples of changes in facts and circumstances or new information that can result in the
reassessment of a judgment or estimate include, but are not limited to, examinations or actions by a taxation
authority, changes in rules established by a taxation authority or the expiry of a taxation authority's right to
examine or re-examine a tax treatment. The absence of agreement or disagreement by a taxation authority with
a tax treatment, in isolation, is unlikely to constitute a change in facts and circumstances or new information that
affects the judgments and estimates required by the Interpretation. The Company is currently assessing the
impact of the interpretation on its financial statements.

The following other new pronouncements are not expected to have any material impact on the Company
when adopted:

. Sale or Contribution of Assets between an Investor and its Associate or Joint Venture — Amendments
to IFRS 10 and IAS 28 (issued on 11 September 2014 and effective for annual periods beginning on
or after a date to be determined by the IASB).

. Amendments to IFRS 2, Share-based Payment (issued on 20 June 2016 and effective for annual
periods beginning on or after 1 January 2018).

. Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts - Amendments to IFRS 4
(issued on 12 September 2016 and effective, depending on the approach, for annual periods
beginning on or after 1 January 2018 for entities that choose to apply temporary exemption option,
or when the entity first applies IFRS 9 for entities that choose to apply the overlay approach).

. Transfers of Investment Property - Amendments to IAS 40 (issued on 8 December 2016 and effective
for annual periods beginning on or after 1 January 2018).

o Annual Improvements to IFRSs 2014-2016 cycle — Amendments to IFRS 1 an IAS 28 (issued on
8 December 2016 and effective for annual periods beginning on or after 1 January 2018).

. Prepayment Features with Negative Compensation - Amendments to IFRS 9 (issued on 12 October
2017 and effective for annual periods beginning on or after 1 January 2019).

. Long-term Interests in Associates and Joint Ventures - Amendments to IAS 28 (issued on 12 October
2017 and effective for annual periods beginning on or after 1 January 2019.

Unless otherwise described above, the new standards and interpretations are not expected to affect
significantly the Company’s financial statements.
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(Amounts expressed in Georgian Lari)

7 Balances and Transactions with Related Parties

Parties are generally considered to be related if the parties are under common control or if one party has

the ability to control the other party or can exercise significant influence or joint control over the other party

in making financial and operational decisions. In considering each possible related party relationship,

attention is directed to the substance of the relationship, not merely the legal form.

The outstanding balances with related parties (entities under common control) were as follows:

31 December 2017 31 December 2016
Due to related parties 30,223,607 8,753,666
- Philip Morris Ukraine PrJSC 29,375,663 7,098,741
- Philip Morris Services SA 355,600 1,654,925
- Philip Morris International Management SA 316,195 -
- Philip Morris International IT Service Center Sarl 135,347 -
- Philip Morris International Service Center 40,802 -

Europesp. ZOO

The transactions, income and expense items with related parties for the year ended 31 December 2017

were as follows:

Entities Under Parent Key

Common Control company management

Purchase of inventory 93,778,299 - -
- Philip Morris Ukraine PrJSC 93,778,299 - -
Management Fees 3,492,450 - -
- Philip Morris Services SA 3,492,450 - -
Consultation expenses 1,393,274 - -
- Philip Morris International Management SA 941,364 - -
- Philip Morris International IT Service Center Sarl 398,748 - -
- Philip Morris International Service Center Europesp. ZOO 53,162 - -
Purchase of sample items 5,273 - -
- Philip Morris Products SA 5,273 - -
Salaries and other benefits - - 243,287
- Key management - - 243,287
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7 Balances and Transactions with Related Parties (continued)

The transactions, income and expense items with related parties for the year ended 31 December 2016
were as follows:

Entities Under Parent Key

Common Control company management

Purchase of inventory 50,509,507 - -
- Philip Morris Ukraine PrJSC 50,463,098 - -
- Philip Morris Products SA 46,409 - -
- Philip Morris International Management SA - - -
Royalty expense 1,411,064 - -
- Philip Morris Global Brands Inc 1,108,835 - -
- Philip Morris Products SA 302,229 - -
Dividends paid - 1,000,000 -
- Philip Morris SA - 1,000,000 -
Management Fees 3,959,432 - -
- Philip Morris Services SA 3,959,432 - -
Consultation expenses 1,119,790 - -
- Philip Morris International Management SA 732,358 - -
- Philip Morris International IT Service Center Sarl 355,981 - -
- Philip Morris International Service Center Europesp. ZOO 31,451 - -
Salaries and other benefits - - 272,863
- Key management - - 272,863

Management fees. Management fees include compensation for the services rendered by the expatriate
management (General Manager and the following departments’ heads: Finance and Administration,
Marketing, Sales) for their service in full time executive management position, which is made up of base
salary, bonus and other benefits.

Key management compensation. Key management includes heads of Corporate Affairs and Commercial
Departments. Compensation paid to the key management for their service in full time executive
management position is made up of base salary, bonus and other benefits.

Total compensation included in the statement of profit or loss and other comprehensive income amounted
to GEL 243,287 for the year ended 31 December 2017 (2016: GEL 272,863). Compensation and benefits
payable towards key management at 31 December 2017 was GEL 25,858 (2016: GEL 56,233).
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(Amounts expressed in Georgian Lari)

8 Property, Equipment and Intangible Assets

Movements in the carrying amount of property, equipment and intangible assets were as follows:

IT Equipment Vehicles Furniture Leasehold Construction Other Total Intangible Total
and Improvement in progress/ Property and Assets
Fixtures Uninstalled Equipment
Equipment

Cost at 1 January 2016 304,082 1,362,125 101,902 88,762 26,327 136,038 2,019,236 42,037 2,061,273
Accumulated depreciation (160,797) (598,534) (66,629) (63,839) - (103,045) (992,844) (38,801)  (1,031,645)
Carrying amount at 1 January 2016 143,285 763,591 35,273 24,923 26,327 32,993 1,026,392 3,236 1,029,628
Additions - 273,456 14,190 - 119,371 - 407,017 - 407,017
Transfers 46,473 - - - (96,688) 50,215 - - -
Disposals (Cost) (15,050) (135,227) - - - (3,787) (154,064) - (154,064)
Disposals (Accumulated depreciation) 15,050 135,227 - - - 3,697 153,974 - 153,974
Depreciation / amortisation charge (52,313) (254,644) (6,645) (6,564) - (18,938) (339,104) (1,563) (340,667)
Carrying amount at 31 December 2016 137,445 782,403 42,818 18,359 49,010 64,180 1,094,215 1,673 1,095,888
Cost at 31 December 2016 335,505 1,500,354 116,092 88,762 49,010 182,466 2,272,189 42,037 2,314,226
Accumulated depreciation / amortisation (198,060) (717,951) (73,274) (70,403) - (118,286) (1,177,974) (40,364)  (1,218,338)
Carrying amount at 31 December 2016 137,445 782,403 42,818 18,359 49,010 64,180 1,094,215 1,673 1,095,888
Additions 87,939 465,640 51,754 - 9,798 15,919 631,050 - 631,050
Transfers - - - - (11,675) 11,675 - - -
Disposals (Cost) (14,447) (131,212) (22,683) (2,913) - (17,150) (188,405) - (188,405)
Disposals (Accumulated depreciation) 14,250 76,646 - 1,602 - 17,112 109,610 - 109,610
Depreciation / amortisation charge (69,303) (304,217) (10,853) (4,528) - (33,715) (422,616) (382) (422,998)
Carrying amount at 31 December 2017 155,884 889,260 61,036 12,520 47,133 58,021 1,223,854 1,291 1,225,145
Cost at 31 December 2017 408,997 1,834,782 145,163 85,849 47,133 192,910 2,714,834 42,037 2,756,871
Accumulated depreciation / amortisation (253,113) (945,522) (84,127) (73,329) - (134,889) (1,490,980) (40,746)  (1,531,726)
Carrying amount at 31 December 2017 155,884 889,260 61,036 12,520 47,133 58,021 1,223,854 1,291 1,225,145
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9 Trade and Other Receivables

31 December 2017

31 December 2016

Trade Receivables 21,052,429 17,195,647
Other Receivables 10,583 6,634
Less impairment loss provision - -
Total trade receivables, net 21,063,012 17,202,281
Prepayments 269,336 207,782
Prepayments to related parties - -
Total other prepayments and receivables 21,332,348 17,410,063

Trade receivables of GEL 21,052,429 (31 December 2016: GEL 17,195,647) are from one customer only,
GDI LLC. As at 31 December 2017 these receivables were secured by an unconditional bank guarantee
issued and confirmed in favour of the Company by JSC TBC Bank (31 December 2016: JSC Bank

Republic).

There was no movement in the impairment provision for trade and other receivables.

Analysis by credit quality of trade receivables is as follows:

31 December 2017

31 December 2016

Neither past due nor impaired — exposure to
Receivables from sales

21,063,012

17,202,281

Total neither past due nor impaired

21,063,012

17,202,281

Past due but not impaired
- less than 30 days overdue
- 30 to 90 days overdue

Total past due but not impaired

Less impairment provision

Total current trade receivables, net

21,063,012

17,202,281

10 Inventories

31 December 2017

31 December 2016

Goods for resale 19,761,467 5,309,500
Other inventory 1,862,619 1,793,357
Excise 44,523,547 953,783
Total inventories 66,147,633 8,056,640
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11 Cash and Cash Equivalents

31 December 2017 31 December 2016
Current accounts at bank - 4
Short-term bank deposit - 86
Total cash and cash equivalents - 90

12 Charter Capital

Capital of the Company consists of Charter capital in the amount of GEL 550,000 and an additional paid-in
capital of GEL 2,325.

13 Borrowings
At 31 December 2017, total borrowings of the Company represented a revolving credit line from JSC TBC
Bank (31 December 2016: JSC Bank Republic) at an annual interest rate of 9.75% (31 December 2016:

2.5% + refinance rate set by National Bank of Georgia).

14 Trade and Other Payables

31 December 2017 31 December 2016
Payables to related parties (Note 7) 30,223,607 7,098,741
Trade payables 3,448,531 3,308,263
Accrued management fees (Note 7) 908,875 1,654,925
Other accrued liabilities 1,017,085 1,090,793
Total financial payables within trade and other payables 35,598,098 13,152,722
Salaries payable 164,633 191,039
Taxes payable other than on income 35,487,791 16,144,644
Total trade and other payables 71,250,522 29,488,405

Tax payables other than on income are presented on net basis based on the order 407 issued by the
Minister of Finance of Georgia.

15 Revenue

2017 2016
Revenue from sale of goods 358,279,742 219,289,458
Total revenue 358,279,742 219,289,458

Total revenue of GEL 358,279,742 is fully earned from GDI LLC (2016: GEL 219,289,458 from two
interrelated entities GDM LLC for the period 18 April 2016 to 1 October 2016 and from GDI LLC for the
period 1 October 2016 to 31 December 2016).
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16 Cost of Sales

2017

2016

(246,226,747)
(81,462,334)

Excise taxes
Cost of goods sold

(135,554,041)
(55,678,728)

Total cost of sales (327,689,081)

(191,232,769)

Excise tax comprised GEL 1.7 per cigarette pack in 2017 (2016: GEL 1.1).

17 General and Administrative Expenses

2017 2016
Management fees (3,030,239) (3,959,432)
Salary expense (2,858,446) (2,563,637)
Consultation expenses (2,022,194) (1,884,957)
Other employee benefits (941,954) (932,108)
Office rent expense (597,675) (541,502)
Business trip expenses (485,750) (263,275)
Depreciation and amortisation expense (422,998) (340,667)
Warehouse expenses (375,384) (359,403)
Security expenses (158,551) (142,793)
Insurance expense (139,849) (119,553)
Representative expenses (136,397) (49,438)
Fuel expenses (128,621) (106,558)
Communication expenses (127,585) (213,948)
Employee bonuses (109,892) (26,986)
Taxes payable other than on income (92,493) (74,498)
Office expenses (62,123) (62,375)
Repair and maintenance expense (45,633) (57,541)
Employee training (5,856) -
Royalty expense - (1,411,064)

Total general and administrative expenses (11,741,640)

(13,109,735)

From 1 April 2016 Philip Morris International regional management changed the Company’s status to limited
risk distributor of Philip Morris Ukraine. This change resulted in rescission of payment of royalty expenses.

Consultation expenses include GEL 65,000 (2016: GEL 65,000) - fees incurred for audit and other
professional services provided by Auditor/Audit Firm as defined in the Law of Georgia on Accounting,

Reporting and Auditing.

18 Marketing Expenses

2017 2016
Marketing inventory expenses (4,956,089) (3,820,191)
Promotional activity expenses (3,252,591) (2,215,695)
Product placement expenses (2,254,554) (1,850,045)
Advertising expenses (1,206,883) (906,035)
Research expenses (320,493) (243,492)
Total marketing expenses (11,990,610) (9,035,458)
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19 Other Operating Expenses

2017 2016
Bank fees and charges (242,610) (377,003)
Charity expenditures (157,729) (54,218)
Fines/Penalties (2,090) (296,043)
Bad debt written-off (292) (1,481,398)
Net foreign exchange gain/(loss) 679,144 (1,931,273)
Other expenses (270,068) (94,021)
Total other operating income/(expenses) 6,355 (4,233,956)
20 Finance Costs, Net

2017 2016
Interest expense on bank borrowings (89,463) (1,468,509)
Interest income on short-term deposits 73,488 1,188
Finance costs, net (15,975) (1,467,321)
21 Other Income

2017 2016
Gain on sale of assets 124 25,353
Other 7,054 9,207
Total Other income 7,178 34,560
22 Income Taxes
Income tax expense recorded in profit or loss comprises the following:

2017 2016
Current tax - (439,806)
Deferred tax - (248,808)
Income tax expense for the year - (688,614)

Until the changes in the Tax Code of Georgia, as explained in Note 3, differences between the amounts
recognised for the Company’s assets and liabilities in the statement of financial position and the recognition
of those assets and liabilities by the tax authorities, and carry forward of currently unused tax losses and
tax credits gave rise to temporary differences between the carrying amount of assets and liabilities for
financial reporting purposes and their tax bases. The effect of the re-measurement due changes in tax law
is detailed below:

Re-measurement due

31 December 2015 .
to changes in tax law

31 December 2016

Tax effect of deductible/(taxable)
temporary differences

Trade and other payables 386,567 (386,567) -
Inventory 6,070 (6,070) -
Property, equipment and Intangible assets (143,829) 143,829 -
Net deferred tax asset 248,808 (248,808) -
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23 Contingencies and Commitments

Legal proceedings. From time to time and in the normal course of business, claims against the Group
may be received. On the basis of its own estimates and both internal and external professional advice,
management is of the opinion that no material losses will be incurred in respect of claims in excess of
provisions that have been made in these consolidated financial statements.

Tax legislation. The taxation system in Georgia is relatively new and is characterised by frequent changes
in legislation, official pronouncements and court decisions, which are often unclear, contradictory and
subject to varying interpretation by different tax authorities. Taxes are subject to review and investigation
by a number of government bodies, which have the authority to impose severe fines, penalties and interest
charges.

A tax year remains open for review by the tax authorities during the three subsequent calendar years,
however, under certain circumstances a tax year may remain open longer. These circumstances may
create tax risks in Georgia that are substantially more significant than in many other countries.

The Company's uncertain tax positions are reassessed by management at the end of each reporting period.
Liabilities are recorded for income tax positions that are determined by management as more likely than
not to result in additional taxes being levied if the positions were to be challenged by the tax authorities.
The assessment is based on the interpretation of tax laws that have been enacted or substantively enacted
by the end of the reporting period. Liabilities for penalties, interest and taxes other than on income are
recognised based on management's best estimate of the expenditure required to settle the obligations at
the end of the reporting period.

Management believes that it has provided adequately for tax liabilities based on its interpretations of
applicable Georgian tax legislation, official pronouncements and court decisions. However, the
interpretations of the relevant authorities could differ and the effect on these financial statements, if the
authorities were successful in enforcing their own interpretations, could be significant.

The Georgian transfer pricing legislation is generally aligned with the international transfer pricing principles
developed by the Organisation for Economic Cooperation and Development (OECD) in 2010, although it
has specific features. This legislation provides for the possibility of additional tax assessments for controlled
transactions (transactions between related parties and certain transactions between unrelated parties) if
such transactions are not on an arm’s-length basis. The Management has implemented internal controls to
be in compliance with this transfer pricing legislation.

Tax liabilities arising from controlled transactions are determined based on their actual transaction prices.
It is possible, with the evolution of the interpretation of the transfer pricing rules, that such transfer prices
could be challenged. The impact of any such challenge cannot be reliably estimated; however, it may be
significant to the financial position and/or the overall operations of the Company. The Management believes
that the Company has no exposure to transfer pricing risk for the period end (2016: none). However,
alternative assumptions may be used for tax calculation purposes. Therefore, this assessment should not
be interpreted as the final assessment. The Management plans to sustain the Company's transfer pricing
positions.

Compliance with covenants. The Company is subject to certain financial covenants related to its
borrowings. Non-compliance with such covenants may result in negative consequences for the Company.
As at 31 December 2017 and 31 December 2016 the Company was in compliance with the set covenants.

24 Financial Risk Management

The risk management function within the Company is carried out in respect of financial risks, operational
risks and legal risks. Financial risk comprises market risk (including currency risk, interest rate risk and
other price risk), credit risk and liquidity risk. The primary objectives of the financial risk management
function are to establish risk limits, and then ensure that exposure to risks stays within these limits. The
operational and legal risk management functions are intended to ensure proper functioning of internal
policies and procedures, in order to minimise operational and legal risks.
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24 Financial Risk Management (continued)

Credit risk. The Company takes on exposure to credit risk, which is the risk that one party to a financial
instrument will cause a financial loss for the other party by failing to discharge an obligation. Exposure to
credit risk arises as a result of the Company‘s sales of products on credit terms and other transactions with
counterparties giving rise to financial assets.

The Company’s maximum exposure to credit risk by class of assets is reflected in the carrying amounts of
financial assets in the statement of financial position:

31 December 2017 31 December 2016
Trade receivables
- Trade receivables 21,063,012 17,202,281
Cash and cash equivalents
- Bank balances payable on demand - 90
Total maximum exposure to credit risk 21,063,012 17,202,371

The Company’s management reviews ageing analysis of outstanding trade receivables and follows up on
past due balances. Management therefore considers it appropriate to provide ageing and other information
about credit risk as disclosed in Note 9.

Credit risks concentration. The Company is exposed to concentrations of credit risk. At 31 December
2017 the Company had one counterparty (31 December 2016: one) with receivables balance GEL
21,052,429 (31 December 2016: GEL 17,195,647) or 99% of the gross amount of trade and other
receivables (31 December 2016: 93%).

The Company’s bank deposits are held with one JSC TBC Bank only, thus exposing the Company to a
concentration of credit risk.

Market risk. The Company takes on exposure to market risks. Market risks arise from open positions in
(a) foreign currencies, (b) interest bearing assets and liabilities and (c) equity products, all of which are
exposed to general and specific market movements. Management sets limits on the value of risk that may
be accepted, which is monitored on a daily basis. However, the use of this approach does not prevent
losses outside of these limits in the event of more significant market movements.

Sensitivities to market risks included below are based on a change in a factor while holding all other factors
constant. In practice this is unlikely to occur and changes in some of the factors may be correlated — for
example, changes in interest rate and changes in foreign currency rates.

Currency risk. The table below summarises the Company’s exposure to foreign currency exchange rate
risk at the end of the reporting period:

At 31 December 2017 At 31 December 2016

Monetary Monetary  Net balance Monetary Monetary  Net balance

financial financial sheet financial financial sheet

assets liabilities position assets liabilities position

Georgian Lari 21,063,012 15,175,683 5,887,329 17,202,368 3,907,239 13,295,129
US Dollars - 31,224,018  (31,224,018) - 9,244,834 (9,244,834)
Swiss Franks - 461,391 (461,391) - 90,937 (90,937)
Euros - 165,599 (165,599) 3 124,216 (124,213)
Total 21,063,012 47,026,691  (25,963,679) 17,202,371 13,367,226 3,835,145
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24 Financial Risk Management (continued)

The above analysis includes only monetary assets and liabilities. Investments in equities and non-monetary
assets are not considered to give rise to any material currency risk.

The following table presents sensitivity of profit and loss and equity to reasonably possible changes in
exchange rates applied at the end of the reporting period relative to the functional currency of the Company,
with all other variables held constant:

At 31 December 2017 At 31 December 2016

Impact on profit Impact on  Impact on profit Impact on

or loss equity or loss equity

US Dollar strengthening by 10% (3,122,402) (2,654,041) (924,483) (785,810)
US Dollar weakening by 10% 3,122,402 2,654,041 924,483 785,810

The exposure was calculated only for monetary balances denominated in currencies other than the
functional currency of the Company.

Interest rate risk. The Company takes on exposure to the effects of fluctuations in the prevailing levels of
market interest rates on its financial position and cash flows. The table below summarises the Company’s
exposure to interest rate risks. The table presents the aggregated amounts of the Company’s financial
assets and liabilities at carrying amounts, categorised by the earlier of contractual interest repricing or
maturity dates.

Demand and From 2 to From 6 to More than Total

less than 6 months 12 months 1 year

2 months
31 December 2017
Total financial assets 21,063,012 - - - 21,063,012
Total financial liabilities 35,696,225 360,590 10,969,876 - 47,026,691
Net interest sensitivity gap at
31 December 2017 (14,633,213) (360,590) (10,969,876) - (25,963,679)
31 December 2016
Total financial assets 17,202,371 - - - 17,202,371
Total financial liabilities 13,154,346 5,632 207,248 - 13,367,226
Net interest sensitivity gap at
31 December 2016 4,048,025 (5,632) (207,248) - 3,835,145
1 January 2016
Total financial assets 10,392,962 - - - 10,392,962
Total financial liabilities 14,186,423 597,851 13,466,630 - 28,250,904
Net interest sensitivity gap at
1 January 2016 (3,793,461) (597,851) (13,466,630) - (17,857,942)

The Company does not have formal policies and procedures in place for the management of interest rate
risks as management considers this risk as insignificant to the Company’s business.

Liguidity risk. Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations
associated with financial liabilities. The Company is exposed to daily calls on its available cash resources.
Management monitors monthly rolling forecasts of the Company’s cash flows.
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24 Financial Risk Management (continued)

The Company seeks to maintain a stable funding base primarily consisting of borrowings. The Company
invests the funds in diversified portfolios of liquid assets, in order to be able to respond quickly and smoothly
to unforeseen liquidity requirements. The Company’'s liquidity portfolio comprises cash and cash
equivalents (Note 11). Management estimates that the liquidity portfolio of cash and bank deposits can be
realised in cash within a day in order to meet any unforeseen liquidity requirements.

The table below shows liabilities at 31 December 2017 by their remaining contractual maturity. The amounts
disclosed in the maturity table are the contractual undiscounted cash flows. Such undiscounted cash flows
differ from the amount included in the statement of financial position because the statement of financial
position amount is based on discounted cash flows. Foreign currency payments are translated using the
spot exchange rate at the end of the reporting period.

The maturity analysis of financial liabilities at 31 December 2017 is as follows:

Demand and From 2 to From 6 to More than Total

less than 6 months 12 months 1 year

2 months
Liabilities
Trade and other payables (Note 14) 35,598,098 - - - 35,598,098
Borrowings (Note 13) 98,943 371,038 11,982,385 - 12,452,366
Total future payments, including
future principal and interest
payments 35,697,041 371,038 11,982,385 - 48,050,464

The maturity analysis of financial liabilities at 31 December 2016 is as follows:

Demand and From 2 to From 6 to More than Total

less than 6 months 12 months 1 year

2 months
Liabilities
Trade and other payables (Note 14) 13,152,722 - - - 13,152,722
Borrowings (Note 13) 1,635 5771 223,147 - 230,553
Total future payments, including
future principal and interest
payments 13,154,357 5771 223,147 - 13,383,275

25 Fair value of Financial Instruments

Fair value measurements are analysed by level in the fair value hierarchy as follows: (i) level one are
measurements at quoted prices (unadjusted) in active markets for identical assets or liabilities, (i) level two
measurements are valuations techniques with all material inputs observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived from prices), and (iii) level three measurements are
valuations not based on observable market data (that is, unobservable inputs). Management applies
judgement in categorising financial instruments using the fair value hierarchy. If a fair value measurement
uses observable inputs that require significant adjustment, that measurement is a Level 3 measurement.
The significance of a valuation input is assessed against the fair value measurement in its entirety.

Assets and liabilities not measured at fair value but for which fair value is disclosed. Fair values
analysed by level in the fair value hierarchy and carrying value of assets and liabilities not measured at fair
value are as follows:
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25 Fair Value of Financial Instruments (continued)

31 December 2017 31 December 2016
Level 1 Level 2 Level 3 Carrying Level 1 Level 2 Level 3 Carrying
value value
ASSETS
- Cash and cash
equivalents - - - - 90 - - 920
- Trade receivables - 21,063,012 - 21,063,012 - 17,202,281 - 17,202,281
TOTAL ASSETS - 21,063,012 - 21,063,012 90 17,202,281 - 17,202,371
LIABILITIES
- Borrowings - 11,428,593 - 11,428,593 - 214,504 - 214,504
- Trade payables - 35,598,098 - 35,598,098 - 13,152,722 - 13,152,722
TOTAL LIABILITIES - 47,026,691 - 47,026,691 - 13,367,226 - 13,367,226

The fair values in level 2 and level 3 of the fair value hierarchy were estimated using the discounted cash
flows valuation technique. The fair value of floating rate instruments that are not quoted in an active market
was estimated to be equal to their carrying amount. The fair value of unquoted fixed interest rate
instruments was estimated based on estimated future cash flows expected to be received discounted at
current interest rates for new instruments with similar credit risks and remaining maturities.

Financial assets carried at amortised cost. The fair value of floating rate instruments is normally their
carrying amount. The estimated fair value of fixed interest rate instruments is based on estimated future
cash flows expected to be received discounted at current interest rates for new instruments with similar
credit risks and remaining maturities. Discount rates used depend on the credit risk of the counterparty.
Fair values of held-to-maturity investments were determined based on quoted bid prices.

Liabilities carried at amortised cost. The estimated fair value of fixed interest rate instruments with stated
maturity, for which a quoted market price is not available, was estimated based on expected cash flows
discounted at current interest rates for new instruments with similar credit risk and remaining maturity.
Carrying amounts of trade payables and other financial liabilities approximate fair values due to their short
term maturities.

26 Presentation of Financial Instruments by Measurement Category

For the purposes of measurement, IAS 39, Financial Instruments: Recognition and Measurement, classifies
financial assets into the following categories: (a) loans and receivables; (b) available-for-sale financial
assets; (c) financial assets held to maturity and (d) financial assets at fair value through profit or loss
(“FVTPL”). Financial assets at fair value through profit or loss have two sub-categories: (i) assets
designated as such upon initial recognition, and (ii) those classified as held for trading. In addition, finance
lease receivables represent a separate category. All of the Company’s financial assets fall in the loans and
receivables category. All of the Company’s financial liabilities are carried at amortised cost.
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- Philip Morris International Management SA 316,195 -
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- Philip Morris International Service Center Europesp. 53,162 - -
Z00
6098998900l Jglyowgs 5,273 - -
- Philip Morris Products SA 5,273 - -
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dmo393L 365B056gdL LEOs6533900056 bgeddpgsbgen 0565000gdM05%Y 29Pgmwo
dmALsbyOHOOLMZOL, Mo IMO393L LodsBOLM bgwgzslils, dmbmL s bbgs dolsdMx gErmgdl.

dm2q00L5 5 BIMIOL 36gMH0TYYOLS s b3 LEMEo TgdmUagerol sbgsMm0dYYdST0 sLobEds 056
065B5996H 9050 2017 ol 31 9399096l oGwEgdwyeo ferobmgol dgsyobs GEL 243,287 (2016: GEL
272,863). m536mbo bgeddmgsbgemdobsmzol goslabgmo sbsbmsw®gds s gobsdmxgmmmgdo 2017
Beoob 31 ©g300dG0oLsmzol oym GEL 25,858 (2016: GEL 56,233).
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OZ00Q0OGRMWIDS 304,082 1,362,125 101,902 88,762 26,327 136,038 2,019,236 42,037 2,061,273
2016 §. 1 0563500
@3MHMZOM0 (339009 (160,797) (598,534) (66,629) (63,839) - (992,844) (38,801)
(103,045) (1,031,645)
L5B5e03Bler QOMGBLICPGDS 143,285 763,591 35,273 24,923 26,327 32,993 1,026,392 3,236 1,029,628
2016 §, 1 0sbgstls
890965 - 273,456 14,190 - 119,371 - 407,017 - 407,017
39005(3905 46,473 - - - (96,688) 50,215 - - -
333 (Mgdgds) (15,050) (135,227) - - - (38787)  (154,064) - (154,064)
29635 (aMMz0wo 15,050 135,227 - - - 3,697 153,974 - 153,974
33002)
339000b / (52,313) (254,644) (6,645) (6,564) - (18,938) (339,104) (1,563) (340,667)
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0300000090 gds 335,505 1,500,354 116,092 88,762 49,010 182,466 2,272,189 42,037 2,314,226
2016 §. 31 ©y399d96L
©5pOM30w0 33905 / (198,060) (717,951) (73,274) (70,403) - (1,177,974) (40,364)
20O EBH0BE0s (118,286) (1,218,338)
LodoErsblim MoMYBdYYEm9ds 137,445 782,403 42,818 18,359 49,010 64,180 1,094,215 1,673 1,095,888
2016 §. 31 ©9398d96L
d9dgbo 87,939 465,640 51,754 - 9,798 15,919 631,050 - 631,050
390003905 - - - - (11,675) 11,675 - - -
R (D) (14,447) (131,212) (22,683) (2,913) - (17,150)  (188,405) - (188,405)
3335 (O30 14,250 76,646 - 1,602 - 17112 109,610 - 109,610
33007)
339000 / (69,303) (304,217) (10,853) (4,528) - (33,715) (422,616) (382) (422,998)
50O BH0DB3E00L botrxo
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20656L9%0 56350088980 35685635980000 J9bodz6980 — 2017 femol 31 0939809650

(02566960 358mbsbryer0s Jstoreem ¢rstro)

L5B5e0sBler QOMYBLICPgDS 155,884 889,260 61,036 12,520 47,133 58,021 1,223,854 1,291 1,225,145
2017 §. 31 ¢09393396L

PZ0NEOORMGDS 408,997 1,834,782 145,163 85,849 47,133 192,910 2,714,834 42,037 2,756,871
2017 §. 31 9399d96L

©93MM3000 33900 / (253,113) (945,522) (84,127) (73,329) - (1,490,980) (40,746)

0O EH0DGOS (134,889) (1,531,726)
L5dsEBlM QOMYdTIWgdS 155,884 889,260 61,036 12,520 47,133 58,021 1,223,854 1,291 1,225,145

2017 §. 31 009393396
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Philip Morris Georgia LLC

Notes to the Financial Statements — 31 December 2017

(Amounts expressed in Georgian Lari)

9 b5g53Mm s Lbgs dmmbmgbgdo

2017 §. 31 093993960

2016 §. 31 93993960

bo353MHm dmmbmgbgdo 21,052,429 17,195,647
bbgo dmmbmgbgdo 10,583 6,634
3993060900 2599535LIMGOOL BoMOWOL sbsGOEbom - -
by §30bs 1935FMH ™M Immbmzbgdo 21,063,012 17,202,281
2396L0b 25@obgdo 269,336 207,782
3356L0L 2509bs ©5353d0MYdMEo THMYJOOLIMZOL - -

21,332,348 17,410,063

Uigeo Bbgs 53365980 s eamnbemgbgdo

LogodOm dmombmgbs GEL 21,052,429 (2016 §. 31 g39ddgto: GEL 17,195,647) dbmewmo goho
dmdbdomgdgel, GDI LLC-b g3wogbol. 2017 §. 31 9390060l damdsmgmdom gl dmmbmgbs
MBOHMB39wymgom 0dbs Lsdsb3m 2oMsbGHoom, GMmIgwog 3md3sbool Lobaagdermo 353990 ©s
LGOI 0g65 0dOLO dob3oL doge (2016 §. 31 ©g39dd9M0: bl dsb30 MYL3MBE03).

153536O™ s Lbgs InmMbM3zbgdol goma3slirygdol sbsMoiEbgdo o6 dgEgwrows.

153536O™ IMPBMZ36930L Lo3MIOOEHM boMolbObL sboeroBo dmigdwyeos Jzgdmom:

2017 §. 31 9399d9®0

2016 §. 31 93993960

369G 33QBIQIGOPIBLIC0 @ 9O 3oTIRBIBIBIC0 —

9mbm36980 25403990056 21,063,012 17,202,281
b 563 35pIRIGOLIOIIO @5 563 J3IBLNGRIo 21,063,012 17,202,281
39Q335Q3G0CIBLIE0, F58658 565 §5IRULI39829¢70
- 30 9B ba3ergdoo 350sps@aG0wgd o - -
- 30-90 00 35OROWIF0IONIE0 - -
900 39QOSRHOIGOEGOME0, F530150 560 35v9035Lw)MHdLIO - -
39930690vymo s7Ig8slvy@gdols sbsdogboom - -
Lryew §306gos 8m3eg3s000960 bagsFhem demmbmgbgdo 21,063,012 17,202,281
10 3653900

2017 §. 31 qog399d9Ho 2016 §. 31 og39939M0
239055940 O Lagmbaaro 19,761,467 5,309,500
Lbgs 35650 1,862,619 1,793,357
sgdgodo 44,523,547 953,783
Lmem Bo6rogo 66,147,633 8,056,640
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Philip Morris Georgia LLC
Notes to the Financial Statements — 31 December 2017
(Amounts expressed in Georgian Lari)

11 gnwo s grwob gjzozsegbidgdo

2017 §. 31 093933960 2016 §. 31 qog39939M0

0030935000560 565603900 dsb3d0 - 4
8m30g3500560 LadBIM I3MbOEIBO - 86
b G210 @ Benob gdg0a5ebhdo X %0

12 Lsfgbogdm 3s30@smo

303356000 39303500 3m0o3o3L Lafgligdm 3sdo@swl, GEL 550,000, s 053 gdoom goabow basgsom
3930wl GEL 2,325.

13 Bslglbgdo LsbliMgdo

2017 forolb 31 93980968 30835600 doeosbo boligbbgdo Loblmgdo FoMdmoagbos Mggmeam®
Lo3MgoGHMm bsBL Modolo d630Lsb (2016 §. 31 ©9390d9Mm0: LL dsb3o GHgbdMdE0g3s), 9.75%-0560
LodMmEgbBm  gbsgzgomom (2016 . 31 g39ddgmo:  2.5% + Uodo@mgzggeml gMmgbwmo ds630L
69580656L0MGOOL 296533930).

14 bsg3s3mm s bgs 3MOGHMOHMEO 35¢0sbgds

2017 §. 31 093983960 2016 §. 31 93993960

3M900GHMOMO ©35w0569ds ©35380MHYBYIEO 30,223,607 7098741
Abs99dOL0 (39-789608365) DR
1535300 3HIOGHMOMO IZS0BdS 3,448,531 3,308,263
©5MH0EbYIEo bgerddngsbgemdol sbsbmsm@gds (8g-7 9960dgbs) 908,875 1,654,925
Lbgs sMOEHbEO 35¢©IdYYdJd0 1,017,085 1,090,793
e 30bsBlrGo g9slisbgmgdo LsgsFmer s bgs 35,598,098 13,152,722
3MJOGHMOIO ©35¢05590900L Botgddo

239sbobgwo bygagsbo 164,633 191,039
29L5bEIMO goalsbs@gdo, 8mygdol goEalsbsOL FsMEs 35,487,791 16,144,644
Urgam 15535360 @3 Bbgs 3MgEOGMGHYIMOo 5356105698900 71,250,522 29,488,405

23905b5BEIWO  2oslbsEIdo, TMPqBOL  A9EILILOOL  FoMs  FoMygbowos bgBHm Loxgwdzguby,
530656Lms JoboliGHmob dMIsbgds #407-0b bogwydzgeby.

15 53mbsggdo

2017 2016
0052900 Logmbeol 4590306 358,279,742 219,289,458
bew 58mboggdo 358,279,742 219,289,458

by 50mboggdo, GEL 358,279,742, LGwyems s6ol 4s0mdmdsggdmwmo GDI LLC-g96 (2016: GEL
219,289,458 m®0 LogMmsdm®molem Lofo®mdmbiash, GDM LLC-996 2016 §. 18 s3Moo@sb 2016 feool 1
0gGHMIdMs9g 3g6H0m©Io s GDI LLC-g56 2016 §. 1 mg@Hmdd®osb 2016 §. 31 0939086589 39600m©d0).
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Philip Morris Georgia LLC
Notes to the Financial Statements — 31 December 2017
(Amounts expressed in Georgian Lari)

16 359000 Lsgmberols :30000MgdM@gds

2017 2016
5dg0%o (246,226,747) (135,554,041)
29900210 Logmberol Mg0mEOMgdMdS (81,462,334) (55,678,728)
Ler 39900 Lagmberol 0300006 (327,689,081) (191,232,769)

2017 9L 0gd30Bob gosbabso 8gopagbos GEL 1.7-b g6 3memy boga®gdbg (2016: GEL 1.1).

17 Lsgorem s 5¢08060LEHMs30vIE0 botxgdo

2017 2016
b9ddng569@mdOL 565BMsMEOIDS (3,030,239) (3,959,432)
bgwgsbo (2,858,446) (2,563,637)
Lo3mbbra@ogom bohx gdo (2,022,194) (1,884,957)
5594890 30MHMS b3s golvdMx JEMgdo (941,954) (932,108)
®goboL 0xsGOL botGxo (597,675) (541,502)
Lod03wobgdm batxgdo (485,750) (263,275)
(3399000 @5 50MMEH0DIGO0L botxo (422,998) (340,667)
Lofigemdol batxgdo (375,384) (359,403)
MBogOHPObMGOL botxo (158,551) (142,793)
©5H3930L botxo (139,849) (119,553)
o685 bemdomo bstxgdo (136,397) (49,438)
Lofiz930L botxo (128,621) (106,558)
334960353000 bsxo (127,585) (213,948)
5653860390 d™bMLgdo (109,892) (26,986)
2390Lob0, 3gdOL FooLbOOL YoM (92,493) (74,498)
mg30bob boGyxo (62,123) (62,375)
3939979005 s dmgzEs-3gbsbgol batxo (45,633) (57,541)
056599GmBgems GHMYbobyo (5,856) -
M0 EHIO0 - (1,411,064)
Lmem Lsg®onem s 5008060LEMaEovEo bstxgdo (11,741,640) (13,109,735)

2016 fierol 1 s3Gowogsb Philip Morris International-ol Ggaombmerds bgarddmzsbgermdsd dgsgows
303356000 LEGSGMLO s aobs  Philip Morris Ukraine-ob 39%0vowo Golgol ob@®modwr@m®o. 53

(330059 45800f305 MO GHIdOL A5IbEIdOL T9Hy39Es.

Lo3mbLEEsE0Mm botxqdo dmoasgl GEL 65,000-b (2016: GEL 65,000) — 5v9©00@®60lL/599©00¢M0 3o®dol
3096  25f9wo  EoGHMOo s Lbzs 3Mmaygbommo  dmdbobrmgdolomzol, M3 ©IYIBowos

HOMOIXEMME0 s0MOEHZOL, 56gMHOTAGOOLS s 5OEHOL Tglobgd“ LadsOmzgEml Jsbmboom.

18 9sM39¢3h0byols bstyxgdo

2017 2016
056393060l J56530L botrxgdo (4,956,089) (3,820,191)
§o3sbseoligdgeo Lagdosbmdol bstxgdo (3,252,591) (2,215,695)
360 EHoL 3960s3Lgd0L babx gdo (2,254,554) (1,850,045)
Lo093esdm bobxgdo (1,206,883) (906,035)
3309300 boOxgdo (320,493) (243,492)
Lsryem 956 3930ba0l batxgdo (11,990,610) (9,035,458)
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Philip Morris Georgia LLC
Notes to the Financial Statements — 31 December 2017
(Amounts expressed in Georgian Lari)

19 Ubbgs Lom3gMmogom batxgdo

2017 2016
Lod5630 IMALEbLYMIBOL botrxo (242,610) (377,003)
Logd3edmddgm bobxo (157,729) (54,218)
Bov®530/x5M03gd0 (2,090) (296,043)
08g00m 350l Rsdmfges (292) (1,481,398)
$00600s LogsewEem 890mbmemds/(Botowo) 679,144 (1,931,273)
Lbgo batxgdo (270,068) (94,021)
Urgem bgs bamdg®agoe Bgmlisgaemol (batryo) 6,355 (4,233,956)
20 {90bqs Lsgobsblim sbsbatrxgdo

2017 2016
Lo3OHM 396G M o0 BBIOLASE Baliglibgd LEbLLMHY DY (89,463) (1,468,509)
Ls3MM39bG™ 90mLisgswo 3m3w)3500560 ©I3mboE o0 73,488 1,188
§806005 Lagg0bablie absbatxo (15,975) (1,467,321)
21 Ubgs 99dmbsgsemo

2017 2016
9990lwemds 59E03900L o4o30sh 124 25,353
Lbgs 7,054 9,207
Lrmaw Bbgs 898mUsgsgo 7,178 34,560

22 9my700l goslsbso

9900L5 5 B bQ5M0TYGO5T0 slobEo BMYgdOL Foolobo dmoiegl dgdgal:

2017 2016
0000006569 g905Lobso - (439,806)
390093500 35LIBOWO - (248,808)
feols 3cmpgdol goslabaol batGxo - (688,614)

LodoMM39Mb  Logo@olisbsm  3mIJudo 330w gddoL Fg@obsdwy, GMmam®E gb d9-4 d9b0dzbsdos
ablbowo,  gobsblMo  dEymBsMgmdol  sbas0M0dyg05d0  900sMmYdM  3m335600lL  odBH039d0lLs o
39O GIGO0L  Mobbgdls o Logosoliobsm  mMasbmli  JogM 9000 M  5dBH0390Ls o
39O GIGOL  dMoL  LBbgomdsod, o 5055950 290MmYygbgdgero  Logoolobom  BoMowrol o
Logo@abisbom  30go@olb  dmdg3bm  3gMH0m©Tdo  29@aGobsd  Fomdmgdbs Mmgdomo  Lbzsmdgdo
530656LE0 9ba5M0dg00L JoBbEYBOLIMZ0L 9dEH03gd0L LEdssblm VOMYdMEYdJBLS s F500 ILEBdYYM
05bol IMob. bogoobsbom 396mbIEIdCMBdOL (330 dJOOL godm bgasbogo Fgg3slgdol As3ewgbol

39Lobgd IGHIWMMO 0bBMOT>305 FM(390v)0s J390Mo:
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Notes to the Financial Statements — 31 December 2017
(Amounts expressed in Georgian Lari)

. 0 396mB8o 3gerommgdgdols
V- 31 030 38 03938960

3°0m3J300035000 EOHMYB0MO Lb3sMdIdOL
Logoalisboem 3o3ewgbos
BogoFMHm o bbgs 309oEMONo 386,567 (386,567)

Q535¢05bgds
35650 6,070 (6,070)
30600500 LSFMSWPIOO © (143,829) 143,829

565353 JM0SWM0 59303900
§006005 g500535VMO Logslsbsm 248,808 (248,808)

sg@oszo

23 g3mMom3z3emobifiobgdgero dmgmgbgdo s dmgzsggmdgdo

bsbsds@odgmm  @sg980.  B39M@gd®o30  b5gd0obmdol  306Hmdgddo  xamBol  fobssmdwgy  bmaxg®
Lobsdo@Mmnermdo d95d3m LoMbgeo. Logzwmo®o dgi3ebgdols s MHMaMME dos, oly godg 3OMTBILOWWO
®B930L LExwdzgwbHg byErddM3z969EMds BOJOMBL, MM 3MBLMEOPOMYBME B0bBLWG sbsMHOTYGdsT0
LB 5bSMOEHIIL 96 Sb(3GOS 90B0Tb LB GOMIB 35380MBOm Ho®Bmddboro BsGowro.

bsgssbsbsom  356mb0gdermBs.  LodoMm39ml  Logsslsbom  LolEds TgEsMGdom  sbowros s
bslosmgds 39b6mbdgdmdol bdoMo 33w0wgdgd0m, MBOESWIMHO ©MITI6EHJOOL A50m39000
LoLodSMMNM 2557Y39G0WYdgd0m, MHMIdoE bIoMms 96 ML Gowlsbs, {obssmdgymdMogos s
Lbgoolbgog356m  0bGHIM3MYEHOMIdL 9939000 gd5Mgds  Lbgosbbgs  Logosbiobom  mEmysbml  dog.
29005b5boIdO 99390 JdMDs  AoLOBK L s Fgdmidgdsly Mg Labgwdfonm memysbml dogm,
OMIgos3  5J30 935300 x9M00gdol,  LorMegzgdol s LadMmEgbdm  bobxol  @o3olMgdol
PBEGOSFMBOEOS.

Logoolisbom awo Logsslsbsm mGmYbml dogh gsbbowrgolsmgzol wos ®RYds 8mdg3zbm Lsdo
39gbsmwmo ool asb3sgewmdsdo, Md3s, 39M3399I 49MIMgdJdT0 Lsgoslsbsm fgmo Mgdm
boba®mdwogo  3ghomomsig  MRJds  ©005.50b0dbds  49Mgdmgdgdds  Fgodegds  LadoMmzgwrmdo
Logoolsbom Mol3gdo Fo®dmddbsl, Mog 96083b9wm3bo Fowaos, 30Mg IMogoer bbgs J399obsdo.

bgdd©3969@@mds 3m335600L 2033939 Lodoalisbom dyMTsMmgMdsL bgaobers sx35LgdL ymgzgero
Lo5699(0d390m  39M0MPOL dMEWML. 35¢rEYINEGdJO0 500M0oEbYds TMIdOL 25olEbsEOLMZOL, M
2960L5BP3MGOs bgedd®zsbgemdol dogM, MHmd ¥ IgEd LogoMsvEMY, MM A59Mmofi393L T3 JO0MO
2905L9bsYdOL HZOLMYBIL Logoolisbam MMABMIdOL TbGHOEB 30mbzgdo MHMI ooLZgsLL. sbodbmEo
99983oLgds  guwAdbgds 00  Logoolobom  396mbBIadmMdOl 96  Flgogl  Logombgdbg  LobosBo®meom
29005093930 90900L 06EHIM3MYEH0MNO, MO0 J5e5d0s 50553500 9B o580 096905 Losbys®0dYgdM
396M0m©OolL ELLEOWWOLMZOL. LEMM3gdMD, 3OMEIBEMB s TMPBOL oS bbgs A5LIHIYOMH
053533069090 35¢EIOVIIOIO0 5005MEIDS LosbYsM0TRJOM 39H0MPOL dMEML 35¢EJdwYgdgdOoL
3LOGFIMS LoFoMmm baMxgdol bgerddwgsbgargdol Loodgme dgxnsLgdol Logwdzgwby.

bgddegzs6gmds  sMambgdmos, GMmI  Logoolobsm  35¢EYOMEgddo  bomobsmm  sbsbgl
39L50590LO JoM0IEO LoGOEOLELIEM 356MBIPYOEMBOL, {59M(390IEO MBOGOIW MO ©MIMIBEJOOL o
LoLodsMMWM  2osHY393BH0Wgd9d0L 06EIM3MHYES300L Loggdzgewbg. mwdEs, dglsdsdolbo mMmysbmgdol
063¢9M309@ 530900 890degds 4oblb3039890 50FMBBEYL s LodsILEbIM MMYBMGdOL JogH Msgzolo
06@9m36M9@530900L  sLbOWgdsdo  HoMToBgdol dorfigzol Fgdmbggzsdo 360d3bgermgzsbo  gogargbs
9mb0obmb H0bsdadstg gobsblm sbas®0dygdsBy.
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Notes to the Financial Statements — 31 December 2017
(Amounts expressed in Georgian Lari)

LodommMz9ml  Lo@®mobbgghm  golo®dmddbol  356mbdgdemds  doMmOMss©  Fgbsdsdobmdsdoos
LogMmsdm®molm  Lo@Mbbggmm  goliffo®@dmddbols  3M0b30390msb,  GMIgmog  93mbmdogmeo
006599OHMIMdOLS @S 39630mMgdOL MMASE0BsE0sd (OECD) 2010 gl 8908498535, 01d3s Aol 3o5Bbos
139308303900 FobsbosmgdEgdo. 356mbAEYDE MBS 3MBEHOMEOMmYOMEO M39Ms309d0LmMZ0L (M3gMo(30900
053530060909 FboMggdl JmEOOL s FoM33IIWO  M39M130900  ©¥Y39300M g THboMgadl JmOOL)
53539000 LoaooLobsm  Fgnslgdgdol  Lodwogdsl 0dwggzs, vy Abgogbo  M3gMHOE0Jd0 SO
bmOE0gEEgds  ©9MmM300909¢, Bs3msMmo  0bFIMHgLYdOL  Tglodsdolbs dmddg TboMggdl JmGob
M3965(30900L AbYogLo. bgerddmgsbgemdsd sbghgs dos 3MBEHMmM®WOo LoGMbLB MM gobfoedmddbol
396mb3gdeMdsLmsh Gglisdsdolmdolimzgob.

3063OHM@oMgdMmo Mm3gMo30900s6 FoMdmddbowo Logsolsbsm 35¢gdvmgdgdo Asbolsbrzmgds
M396530900L  BodBHmdMm030  Fobgdol  Lsrdzgbg.  LsB®mBLBIOH™  FobemTmgdbol  Fglgdol
06¢9M369G 53000 gbsdwgdgmos dbgogbo Bs@GEmsbbggmhm Bolgdol gsdmfizg3s. dgdmgdgwos dgoglbo
B300L30gM0 godmfz930L Fogergbol byodgme Tgxslgds; 0gdEs, 0go 99odergds 3603369 mgsbo oyml
53065BLmE0  969008g900LomM30L /96  3MmB3sbool Loghmm M3gMoE0gdOLsMZ0L.  breEddwgsbyEmdsl
bxghs, ©md 300356006 §obsdg o6  ©yol  LoG®mobbgghm  3olfomdmgdbol ®obzo  3gMHomeobl
@3LOLOYIEOLMZOL (2016: 56530005M0). 133, BgLodEGdI0s SEEHJMBIGH0IEO ©3709dOL 350MmYygbgds
3905L9bOEOL  A98MM3Wol  JoBbgdOLLMZ0L.  bgwddrgsbgwmds 393853l 333600l LoGMIBLB O™
RLGMIMJIbOL 3BoEool ©s(339U.

G90256b8g8rcmo 306)8980L 5635, 3000356050 MBS FgobmmEml 4563390 dgmsbbagdwao 3omMdgdO,
HIadoE  JoMHOMOEI®  ©5353d0MJdME0s dols BogH  boliglbgd  LoblMgdmsb. Blgsgbo  30MHMdYdOL
593390058 dg0dmgds ¥)oMYma3000 99930 399monmlb 3:335600bm30L. 2017 {ierol 31 ©9398d6M0Ls s
2016 ol 31 ©g399060LsMZ30L 3MB3s60s SLBWEgds 50boTbME 306HMdIBL.

24 gobsblmmo Holigol dsGomgs

30035605d0 Holizol FoGmN30L BMbEool dgbmmads ba®0gm©gds Gobsblvy®H MHoLIGPMLB, Lom3gMsiom
M0L3gOMb s 0MMOEOVE MHOLIGPME FoToMMNYGdOoM. BobBLYMHO Molgo BMmoEsgL LsdsBOM MolgL
(LogoNBHM BHOLIOL, LodOMEIBGHM MHobzolb s bbgs Gsbol MOLZOL Bsmzwom), LozMgoBHm MolZL s
0330MOMd0L HOLIL. BobIBLYMO Holizol JsHMz0L BMbJE00l JoMomso JoBbgd0s MOl oL BL3zMgdol
509965 s 8999 0dob N BOHWB3gEyMma3s, HMB MOLZGd0 50b0dbME BL3MYdTo MBIL. Lom3gMszom s
099M0EOME0  GHOL3JOOL  Fomm3z0L  BMbdi30900  49d0BbYwos 0dol  MDBOHMBIgEYgmgolsmzol, GMI
Lomobom© 3MbI30mboMgdgl dos 3MmEo@GH03s s 3OHMEJIYINYd0, Moms Bobodmdsdwg 890l
LoM3gMHOEFOM S OMBMOPOYO MHOL3YOO.
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24 gobsBlry®mo (oLl JoMmmzgs (oaMAgErgds)

bs3090009m Golz0. 303356006 205Bb0s Lo3MgoG™  M0L30, GMIgEoE FoMmBmoagbl GoLIL, GMI
5306560 0bLGHMWAg6EHOL ghm-ghmo dbsmg 459mof393b BobBLWMEO VoGl dgmeg TbsGobsmZol
0530L0 dM35wgMmdoL FJMLOMLWIGIWMIOM. boIMIVOGHM ML FoMdmogdbgds 3md3s60ol g Lodmbarols
3M9OGH0M 35940300 S 35MEHDBMOMGOMB Lbgs Mm39Ms30900m, MoE HomBmgdbol 530656LE 5dEHo3z9dL.

300356000 dogboToEMo 153MIOOGHM MOLZO 5dG03900L XAMBJOoL Fobg30m SLObM0s B0bsBLWGmO
900M35MmgMdOL 562560098590 BobsbLLIMO 5JEH039d0L LodsEIBLM WOMmYdIMW9dsTo!

2017 §. 31 og399dg®o 2016 §. 31 g399d9®0
L5393 dmbmgbgdo
- 19353MM dmbM3zbydo 21,063,012 17,202,281
BOWO @5 oL 933035¢2gbHgdo
- 9mombmgbsdg bsdmgdo dsb3do - 90
U 85gl0BseregGo BogMoG™ Moo 21,063,012 17,202,371

300356000 bgeddmgsbgemds sbmME09wgdl 08 bsgeFMmm mmbmgbgdol bobsbdemdol sbserobols
900mboggsl, MMIGEms FoEIbEOL 3505 TR0 S YMMOELIOIL 5d393L 39OYOH(30LGONE
B59mgdL. bgerddmgsbgwmdsd dgbogzgmols Bookbos babs®BdMwmdol s bo3Mgodm Mobzol dgbobgd
Lbgs 06x3m®MTo300L 45950036900 89-9 9609365d0.

Us30900009m (ol30b 3096696(®s30s. 3000356050 4058605 LogzMgodm Goliggdol 3mbiagbEMmsgool Molgo.
2017 ool 31 ©©9399396L 308356050 34s3s 9MHmo 3smEGHbom®o (2016 §. 31 ©939939M0: 5G396000), HMIols
Q©JOOGHMOMWO  ©350sbgdoL bsdmo dgoagbos GEL 21,052,429-L (2016 5. 31 @q39dd960: GEL
17,195,647), G5 0000060 153530 ©s Lbgs dmmbmgbgdol 99%-0s (2016 §. 31 ©g39dd960: 93%).

300356000 bodsb3m  ©I3MBoEJd0  4bmeglbgdMos FbmemE LL modobo ds63d0, oz J3MI3sbool
Lo3MgoGEHM GHoLIOL 3MbEIbEHMsE0sL Fomdmgdbob.

Us85B Goliz0. 3109356050 2598605 LodsBOM MOLZIOO. LEdsBOHM HOLIO FoMTMm0gdbgds os 3mboEOIdOWH
(5) MEbMMO 35 MEILMD, (3) 59EH0390Ld s 35O GOJIMD, HMIGEmsi 3OM396EH0 gMoEbgdsm o
(3) Fowmd&mog 3MH:Mm©MIGHJOMsb F0dsOmmIdom. 535LmMsb, MOMMgNE Jomysbl gosBbos LsgMom o
13930803O0 LEdSDBO™ (330EgdJOOL MOLI0. byedde3sbgEwmds 5EAIBL GoLIOL BEZHYIL, GMIOol
d00gds3 dgLadegdgeros, Mob dmbo@GMm®obylog ym3zgmEEorMme© sHMME0YEgdL. 1Yd3s, 0 Joymdol
2990mygbgds 56 MBOHNMB39XYMRL DML 09530050 530EgdL 58 BLZMYOOL Jods MBGMM 360d3bgwm3zs60
LodsBOM (330 gdgd0L 9gdmbgggzsdo.

d390m» dmEgdueo bsdSBOM MmobYdoLsdo LYbLoEGHOMMMBdS 9agsMgds 9ghmo MMIgE0dg Bod@EmMol
33W0gdsl,  439es  BsMBIbo  BOJBHMMOL  ME3EIEII®  IGHMZIOOm.  3M9dBH03500  Bo3argds
LogoMom@ms,  Mmd gl JmbEgl @S A9M339M0  BodBHMMGIOL (33w gdgdo  godergds
WOHN0YO535330090990 0gml - og5e0m, La3MHM(396G™ 3obs339molL (33e0gdId0 s LEZIWMEH™
3996OLgdOL (33¢0gdIdO.

bsgoeroydm  Golizo. J93g0mo dmEgdmer  gbGowdo 8gxsdgdvyos  3md3s6ool  MEbmymGo  3scr@ol
393300 JMMLOL MHOLIO LoobysM0TRgdM 39MH0MEOL drEMU:

37



Philip Morris Georgia LLC
Notes to the Financial Statements — 31 December 2017
(Amounts expressed in Georgian Lari)

3
2017 §. 31 qog3998960 2016 §. 31 93993960
BOLIQO BOWIQO fjdobees oo B0 {jdobeos
30656LmGo 30656LMGO Lsdsmablm  3obsBlmGo R0bBLMmo  Lsdsesblsm
5JB03900  35eMEdIENYOIO0 3mboios 53039080  35eMEIdMENYBIB0 3mboos
JoBorvgemo 21,063,012 15,175,683 5,887,329 17,202,368 3,907,239 13,295,129
560
- 31,224,018 - 9,244,834  (9,244,834)
288 MEsM0 (31,224,018)
939001960 - 461,391 (461,391) - 90,937 (90,937)
365630
936 - 165,599 (165,599) 3 124,216 (124,213)
21,063,012 47,026,691 17,202,371 13,367,226 3,835,145
Ugem (25,963,679)
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Philip Morris Georgia LLC
Notes to the Financial Statements — 31 December 2017
(Amounts expressed in Georgian Lari)

24 gobsBlry®mo (oLl JoMmmzgs (oaMAgErgds)

Bg99mo dmEgdweo BoseoBo 3moEsgl TBMEME BYWL© 5JGH0390Ls s 3¢ YOIYdIOL. B0BbgME0y,
6 063963030900 3930FIWT0 O HMOIFIISPO 5303900 96 FoMmTMJIB0E Ms0Tg sOLYdOD LOgIWMEH™

Mol 3L.

d390mm  Imgdme  gbGowdo  Bshgzgbgdos  IMgBo-DoGOols s 3930GHowol  Lgblo@owGHmds
Lo56g9Mm0dg90M 39HOMEOL dMEmL 3nd35600L Lsdmdom 35eEOLsD J0BoMMNId0M bgswEm 39MLYdOL

30603 M@ Fglodergdgwo (33¢r0gd980LoTd0, HMEILE BMRIBO (33¢0IdO 56 0E3Wgds:

2017 §. 31 93993960 2016 §. 31 93993960
39322965 e gdo- 393wgbo  3o3wgBs Bempgds- 393wgbs
DoG3eBy 3930¢)5¢by Do63mBy 3530¢)5eby
388 MEsMOL 35854s6gd>10%- (3,122,402) (2,654,041) (924,483) (785,810)
oo,
338 MOl ©398510%-00 3,122,402 2,654,041 924,483 785,810

6ob3o  godmmzmo 0gbs FdBmmmE  3mB3sbool Lodmdom  3oevGolYsb  goblbgoggdmer  3swy@sdo
3ML9d0 BEso bsdmgdolomgol.

bs36mpgbd™m 35653390006 Golo. 309035605 5J3b SOLGIMEO LsdsBOM LadMm3abBMm  3965339mgdol
996Yggmdol dob B30bsbLwE dyMmTsMgmdsBY o B b5350gdbg Fo3wgbol Molizo. J3gdmod dmEgdye
3bModo dgxs990wos 3md35600L LodMmEgbE™ gobs3zgmol Hobgdo. gbMowdo 6sB39b9d0s 3ma3sbool
30obsblmo  5JBH039d0L @O 39O MEdJdOL  FE0sbo  Msbbs  LEdISBLM  WOMmYdMEgdOm,
OXAMNBIIMOo  LadOHm39bBMm 3965339000l Lobgedg3Hmegdm  4o@onslgdol b oRsM30L  350IdOL
dobggzom.

9cmmbmgbsdgog 2 -6 m39 6-12 mgg 1 Goandy Loy
5 2 03909 baba®mdmogo
Bagargo

2017 §. 31 093993960
e 306s6LMEMmo og@ogz9d0 21,063,012 - - - 21,063,012
L 306s6LMMmO Fo0EYdgdYdO 35,696,225 360,590 10,969,876 - 47,026,691
$906005 Lo3MhmEgb@m

LgbloEoBHMdOL Lbgasmds
2017 §. 31 09399096l (14,633,213) (360,590)  (10,969,876) - (25,963,679)
2016 §. 31 g399d960
Ly 306sbLvyeo sgd@ozgdo 17,202,371 - - - 17,202,371
b B0bsBLYMO FoeEYDWEGBIOO 13,154,346 5,632 207,248 - 13,367,226
$00605 Ls3MrMEgbEH ™

LgbLOEOYIGMdOL LbgsMdS
2016 §. 31 0939896 4,048,025 (5,632) (207,248) - 3,835,145

2016 §. 1 0563500

Ly 306sbLvyGo sgd@ozgdo 10,392,962 - - - 10,392,962
b 306s6LMMmO FoeEYdEgdYdO 14,186,423 597,851 13,466,630 - 28,250,904
$00605 LsdOHmEgbGH™

LgblioEoryOmdol Lbgomds

2016 §. 1 0563560l (3,793,461) (597,851) (13,466,630) - (17,857,942)
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Philip Morris Georgia LLC
Notes to the Financial Statements — 31 December 2017
(Amounts expressed in Georgian Lari)

30335605L 5615 5J3Lb MBOB0SWNMO FMOBIe O 3OM3IVMMIO0 LadMMEgbGHMm 496533900l Molgol
3o630LmM30L, Mo bgwddnzsbgEmds o3 Mob3L 3335600l  Lsgdosbmdolmgzol  MIbodzbgwme
doohbygL.

03290@YGB0L  Golio. 0330IOMBOL MHOLIO sMOL MOLZo, MMI Lofo@dml 3HMdIWIIgd0 9dbgds
7065BLME 30O MYGOGOMID 393006 gdMo  TM3owgMdIdoL  FgliBergdsdo.  3md3sbos
4M390 OO0 00goL Jmmbmgbgdl mogol bgwdolsfizmd Bwwo MHgbmmLgdDHY. byeddwgsbgemds
300356000 350 65350900l I3 (3930 3OMPBMBOL IMboEMEOHObAL ymggmm3z0mEma sbmM30gwgdL.
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Philip Morris Georgia LLC
Notes to the Financial Statements — 31 December 2017
(Amounts expressed in Georgian Lari)

24 gobsBlry®mo (oLl JoMmmzgs (oaMAgErgds)

30335605 30000Md ©sB0bBLYOOL LBEBVOWMEO Lagwdzeol dgbsmBMBIBL, MoE J0MOMIEIE Baliglibgd
05b6bgdl ImoEogL. 30835605 MBbYBL s356EGOL 033000 93303900l FMOZ5WRBIMMID 3nMHGHBIwTo,
Moms 990mL 0330OMOLMb 0535300070 AsmM3zs¢oLobgdge dmmbmgbgdbyg LiMoxgs ©s
dcgdboo Mgoa06MHgds. 30035600 0330MM0 3MMERIWO F0EI3L Bl S BMWO 9J3035w)bE IOl
(0@9-11 99b0dgbs). bgwddwgsbgarmdol dgi3sligdoo Fmerobs s bsdsb3M I3MBOEIdOL Wwo330MGO
3mOHGHRIOL  MHJooDHgds Gg0dewgds ghom ©EYdo 033000OMBLMD ©s395300Mdwo Bgdolidogho
23901035¢00L{obgd o Inmbmgbol 9gdmbgggzsdo.

d4300mm dmigdue gbMowdo boBgzgbgdos Fseraduyargdgdo 2017 figwol 31 ©93930MoLsm3zol, domo
5MB9600 bo3MBEMmIBHM IGRIMZ0L 3500gd0L JobgEz0m. oxsM30L ol EbMowdo bBshgzgbgdo
35070993900l 096bgd0 Homdmoagbgb LogmbE®mad@m, sMsEolizMmbEoMgdw g3ms bs3owgdl, dso
dmeolb  ooosbo  BobsblyHo  oxsMOL 35O gdgdL  (LsMTogwm  BobsblMo  bobxgdol
2990md30m359007g).  Abaogbo  9M5EOL3IMBbEHOMFVIMO  BMWwoo  b5350gd0  2oblbgsgzgds  BobsblMo
9MTsMmgmdol  9byom0dygdsdo  sLobmo  0sbbgdologsb,  ®osb  BobsblyMHo  FymIsmgmdol

0B 900090500 sLobmo Msbbgdo gi3wdbgds olZMBEHMYdME BmEs Bs3oIdlL. MEbMHG ZowrwEsdo
3905bJO0 2359629Mm0TYOS MBOEF0SMMO Fo(33¢0M0 3MOLOM LosbRIM0TYGOM 39MI0MEPOL drarEMU.

530656LOHO 350 YOYGOGOOL IRIMZOL 35Ol sbseobo 2017 ol 31 ©939ad9OL:

Ocmmbmgbsdgog 2-6 039 6-12 m3gy 1 Ggeby Legem
©s 2 039Dy bsbaBdgogo
Bagango

39EEYONEYOIO0
L5353MM s bb3s 3090GHMOYIEOo 35,598,098 - - - 35,598,098

53500056905 (99-14 89608360)
Babglbgdo msbbgdo (8g-13 9608360) 98,943 371,038 11,982,385 - 12,452,366
Lrmew BsdmBsgerem 35sbrgdo,

306000500 056bols s 3MMmEgbEoL

B30 35,697,041 371,038 11,982,385 - 48,050,464

130656L60 3500 GOJOOL OBIMZOL 5oL sBseroBo 2016 fierob 31 ©h39ddgeOL:

dmombmzgbsdoy 2-6 m39 6-12 mgy 1 gy b
s 2 039y bsbg@deogo
bagemgo
39O YdYOO
1535 FMHM s BBZs 3MHJOOGHMOHVIEO 13,152,722 - - - 13,152,722
53500056905 (99-14 99609365)

BoLglbgdo Msbbado (89-13 B960d36s) 1,635 5,771 223,147 - 230,553
Lem Lsdmsgerem 3sobgdo,
3060050 05B6bobs s 3GmEgbEol
Bsongemoo 13,154,357 5771 223,147 - 13,383,275

25 gobsblmo 0bliEMmw0gbEHIOOL M MMO MOMmGdMEGDS

M95¢0MH0 00MJOMdoL Ggxrolgdgdol BsoBo Mo Mo oMgdMEgdol 0gMsMJosdo dgdwgabsoMo
boOEogwEgds: (i) 3003900 ©mby gobsgm 0@IBEMOO 99B039d0L 96 35¢EIOWMGBIIOL oGO ®
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Notes to the Financial Statements — 31 December 2017
(Amounts expressed in Georgian Lari)

B3BOBY 3nGH0MIOO (©3MOHIIBH0MIOI0) Bobgdom Jggalingds, (ii) Igmmg mbol Fgg3eligds yobsgm
39535L900L bgdbgdol 353mygbgdoom Fgxsligds, MMEgLsg 9JGH030L 96 3oEEYdMEgdOL 4z9ws SOLYdOMO
O9LwIOLO 3300390505 56 30M306 (. BoLdO) 96 0MmOB (Boy. FoMBMIGBdMWOs BoliYdOWD), s (iii)
dqLsdg Mbol Fgxzoligdgdo gobersgom Tgx3sLgdad0, HMIWGdOE 9O 9x3wdbgds FbBMEME H330039d©
LodsBMM  Jmbogdgdl (b 9330639050  Fmbozgdgdo).  bgwddmgsbgmmds  gobablvy®o
0bLEHMMIIBEJOOL HJoMMO OMYPIYWGdOL 0gMGJooL F9I3gMIOM IR YIBJOIOLIMZ0L 0ggbgdls goblixsls.
0¥ OHJoMOHO 0MmJdMIdol 99a3sLgdolol 4o8moygbgds 33060390850 dmboi3qdgdo, o3 dmombmal
360033690 m356  Gglfim®gdsl, 0s590b gl Fgxzsligds sMob 99-3 Mbol Fg3eligds. Bxebgdol Imboigdol
360036900 mds BsLEYds INW0EMBTO Mo MmO WOMHJOMEgdol Fgi3slgdol LsdoMoldoMmm.

390903960 @5 35¢nIBLIIBI00, BGe0mIBOG BISEPLIHO OMYOLIMIB00D 5 GOl TgRslgdriamo, sgtsd
OBgems G0 @0GIBrImIBs 3505369829605, 95 MOO oMgdMYMgdOL 0gMsMJosdo mbggdol
dobg300 HJoOHO VoMY GdJOOL BooBo s 08 9dBH03gd0Ls O Z9CYOENYdYOOL LodsEBLM
00070990900, HMIJLWDO MJoOHO POMIOMEGd0m Fgxroligds 56 brgds:
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Philip Morris Georgia LLC
Notes to the Financial Statements — 31 December 2017
(Amounts expressed in Georgian Lari)

25 g0bsBlery®mo 0bLEMNMAgEEIBOL HYSEMGBO WOMYIMEgds (33MAJIGDs)

2017 §. 31 093983960 2016 §. 31 93933960
L5505¢0sBlsen
1-qwo dg9-2 -Q0o d9-2 bsdogmsblim
89-2 omb 06D 89-2 b

ey 0D mby @9 0@62 ey VTR0 omby  omgdmengds
33B0g9%0
- BIWO ©d Yo
99308°wbdgdo - - - - 90 ; ; 90
- LogoFOHm
8mobmgbydo - 21,063,012 - 21,063,012 - 17,202,281 - 17,202,281
Baw 59303980 - 21,063,012 - 21,063,012 90 17,202,281 - 17,202,371
3O@ROdYIOO0
- Babgbbgdo msbbgdo - 11,428,593 - 11,428,593 - 214,504 - 214,504
- LogoFOHm
3HIROGMOYWo
535005698980 - 35,598,098 - 35,598,098 - 13,152,722 - 13,152,722
Lo
35EEIR7IMYBIOO - 47,026,691 - 47,026,691 - 13,367,226 - 13,367,226

95O OMJOgdoL 0gMMJ0sdo 89-2 s 99-3 MboL MYsIHO VOMYdGdgd0 FgBsLgdYwo 0dbs
©0L3MBbEBH0MJOM0 BWYWOO b5350JooL Fgx3sLgdol dgmmEom. B3m3Ee30 3965339000 0bLEMNTGHEJdOL,
MMIMId0E 9O 5006 3mEBH0MHJIMBO 9BHOMM dsboMbY, Moo VOMYPIWMEgds Fgxslgdewo odbs
39535L909o bsdMTogE™ B 553500gd0L, MMIgEms Jogds dmbswmEbywos, oLIMbEHOMgdOM
90006509 LE3OMEIBEM 3obs339mgd0M sbogro 0bLEHMMIGEEJOOLIMZ0L, HMIgEmsi Abogbo bsgMgoEHMm
M0oL30 O IMRIBOEPO PIRBIMZOL 350 YosBbos.

38mOAH0YIBIam0 WoMg8rIe198009 SexH0abrIcmo B0bOLLIHO 59503980. Grymes Habo, 3mE3y909339000560
0blGMHBbEH 9Ol 95O ©OMGOMGOS sMob o0 LSO SBLM ©OMGOMIdS.
530JLOMYGOMEY6533900560  0BLEHMMIIEEJOOL  FgRobgdMEo  BYOHO  VOMPIMEIgds  9aYsmYdS
395356909 LoBMTogem BYEo© Bo3oIdL, MMIgEms FJowgds dmbowrmEbywos,  ©OLIMbEHOMYdWWL
300006569 LadMMEgbGHM 3obs33909d0m sbogro 0blEMIGEEIdOLM30L, HMIguoma BbgagLo Ls3MILOGH™M
MoL3o O IMRIBOWO  OBIMZOL oS  0d30.  39dMYgbgdo  OLZMBEHMPIOL  AsBs339009d0
©50Mm300090E05 35MEB0MMOL Lo3MgOGHM MOLIDY. IBIMZOL 3500 FerMmdOWo 039U 030900
95O OMHIOEXGOJO0 45B0LIDBPIMS 3ME MO T91535Hgdo Boligdol bsgmdzgeby.

30mBAOYIBrIemo  @o98rIemgBom  smtBogbeiemo  3sargBeiemg8gbo.  BoJLoMIRIMO  LESOMEIOHEH™
29653393900, 353b5009dY0 RHZ0L ool IJmbg 0bLEHMWIgbEHIB0, HMIWOL 30EH0MYOE0 bdsbMM
Robo 9O ogm  bgawdobsfizomdo, dgxnslgdmwo  odbs  800obstg  LadOMEIbEBH™  g9bs3390gd0m
©0L3MbEBH0MJdM0 IMbowmMEbYo FMwso 653509d0L Lsgdzgw by sbowo 0blEMmwaghEgdolsmgol,
MmIgosg  Abgogbo  bo3MgEOoBH™M  MoL3YPO s  MBIBow o  OxBIMZOL  3oIdO  od3m. LogoFMHMm
3M9OOGHMOHMWO 35050690930l S bbgs 30bsblmMo 35¢gdmeEgdgdol Ladaesblm MoMmYdMEgdgdO
MobErm3zgds 3500 MJoe oMY gdGOL Bomo IM I 35000560 IGIMmZ0L 5Ol ASTM.

26  gobsblmo 0blEH®MAghEgdol Fobagds dgx8sligdol 3s@gammools dobgogoom

89935Lgd0ol  JoBbdOLsM3z0L dsbl 39-000 - GobBLMGO OBLEHMMTGEEHJO0: 90MGds @S TgBobigds -
530656LE0 59303900 IXAMIBIOME0S MM JoBgaMM00: (5) Lybbgdo s ImmMbmzbgdo (gdoGMOWWo
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Philip Morris Georgia LLC
Notes to the Financial Statements — 31 December 2017
(Amounts expressed in Georgian Lari)

0535¢005690900); (3) 99b5940Eo© 3MLGdIME0 BobBLWEOO 5JFH03900; () OBIMZ0L 3505FVY BLMIOWO
306560 5303900 s (©) BobBLWOO 59BH03900 MJOEHO POMIOMEGIOM, BMYJOS-BoMSEOL
390390000. MG MO VOMHJIMEGOOm, 3MYJdS-BsMogrol dgdzqMmdom SMOEbwME BobsBLWG o9@0390L
0530L GbM0g MO0 §39353)JAMM05 359Bb0sm: (i) 59303900, HMBIWMS3 Gl 3EobOG03530d 960 Fgdsm Lafiyobo
99535L900b5L, s (ii) IBIMZOL 35T BLWMBOWS® JWSLOGOFOMIOWO. 55LMsB, BobBLMEMO oxsGOL
©JO0GHMOMWO ©E35w0sb6gds JAbol 35¢039 39B9aMM0sL. 3335600l 4z9ws BobsbLMEMmO sdEH030 b3ggds
Lglbgdols  ©@s  Fmobmgbgdol.  3m33s600L  yzgws  BobsblyMo  FoagdMEgds  sEMoabmwos
30O E0BYOMEO OMHYOYIOO.
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bsJomar g

babeahotirs Sgho

ag, Bo@smorgbl @osbs bgsbadgh, Gmderob babmGatin dormem Bogbstgmdl BobsdsGmby: J.odowmobo,
5085896gdaol # 109, dmddstros ©gbobs gedomsbmgad. 856 Fomdmopobs @m3rdgbdo @ dmombmgs
M@ty Bobo bgedmfghol BsBogommdol  LybmGathm fgboom ©s8mfagds. 87 @oga@aeby 8obo
3oGambds 8ol 8ogH faddmagbowo 3o6oEmdol ©@s3@sbEmMIdIwo ©M 3m896&0m ©s @gMfdrbeo,
@8 89 Bsdgoqs Jowdadmbids @ghobs 3sOmsbmgds (E3BIQIPJWO 22.03.1982 fgeob  odogrobdo,
BobsBsGmo: 4. mdogrobio, Bgbmgol J. 34/3, 3sb3mGgo 09AP53322, 3oMoo# 01011025571, gs398mwo
31/07/2009 Fgenl owbGogool LssBoBobEmb Bog) dmddseoms. 8) Bqgs8cfidg Bobo JAgrBstosbmds ©s
gosbHYMgd, Mmd Bob J8gmbatiosbmdsdo 933ob Boepbol bagmdggeo o6 Bjmbeoo. mafakodsbds
ForBmoopobs  gBob gmebol Bl rmdwro @M 39396¢0:  @odmdo  #0014607, 2943
19.03.2004.8980gp ©35wa0by  Bobo Bgdob  odmgargbol BsBogocemds, 3sbgmBsm) byamBmfgeob
Lsdstoemgdmogo Bggagdo: 89 astrxodsbo gaggmmbogrg 08 3sbgbobdggdermdol gbabgd, Memdgwmog
Bm3yggds ™D ALEO sBsbl. cmatxodebds Bgdl §obsdy osd@sbtms, ™I msmpdsbo bmbHos @b
st ds6bg byano Bmsfigds Bydo 056sLfH0m, Habsg 3:8m§893. 1 3%, 351 33.

2503bEoos Lisbn@Gstm 3mdLsbégdols Lsbrsy®o: 102.00 @360, 036bTsE BsbmGsG™ Beadgogdoms
Fgbeeemgdoliamzol Lsdbosrg@oby @ LagsBaggaoml Bom@stonlims  3dgradobogol | i3 Boo
Laggabirmol meEgbmdol, dsmo 25sbEy30bgdoL Fabiobs ©> Bmabisbm@gdols gsgbols @sdR3oEgdob Bgbsbgd
bsgstoggeml 8msghmdols 2011 fawols 29 g3gddGob #507 a@agboegdol 31-9 dmbanols, 53MJ0M3] QY
1836 Mo, MabobdoE Lagstrmnggemml Lagssbabs@m amgdol  169-9 8aberobs, 3ol 2.00 (m60)
@560 (Euyb Bsmgwom) LobmGsOm BmgBggdol gergddOmbrer babmGsma ﬁggb@ﬁﬁn.ﬁ%ﬂb@ﬁaeor}b
Lsgabm@o,  omsbabds BHgdmomepbodbno BmagMhmdol @opgbomgdols  39-9 dmbeools,  Len
253beonweos: 122.36 @ato.

Geotgia

I, Notary Public Diana Svanadze, seated ar the address: # 1 09 Agmashenebeli str., Thilisi, was addressed by
Deniza Vartanovi, who presented the Documment and declared chat she wanted thar her signature on translation
be authenticated by the notary public. I established her identity under the identity instrument produced
thereby and made myself convinced that the person having addressed me was actually Deniza Vartanovi (born
on 22.03.1982 res.: # 34 Chekhova str., Thilisi, personal No 01 011025571, passport 09AP53322, ifssued
31/07/2008 by Ministry of Justice). Ti hereafrer I examined her legal capacity and assured myself that I had no
ground to doubt her capacity. The translator presented the Language Certificate: Bachelor’s Diploma 0014607,
issued on 19.03.2004. I examined authenticity of her free will and explained legal outcomes of the signature,
following which translator assured that rhe transtation is correct and signed translated document under her
owit hand in my presence. 1 Cop. And 51 pages.

Notary's fee paid : 102,00 Gel, in accordance with Resolution # 507 of the Government of Georgia (29.12.2011,
Thilisi) for execution of notarial actions and Article 31 “On approval of the amount, order of payment and
service’s terms of the fee defined for Notary Chamber of Georgia, also VAT- 18.36 Gel, in accordance with
Tax. de. ”' e 169 two (2) Gel (inclusive VAT) in accordance with Article 39 of the Resolution # 507 of the
oy WIAHA op g
. bﬁdﬁmmeﬂt_‘ag{;

eorgia. 122.36_Gel py%
- » A 0
_.’.":_'_ A . /wosbo bgsbody/

VTt svanadzes

s . o -\T,
& [ brigetnglo:

3
b .
| -
i}

=

-

Noary "




LsBergatiom doddgogBdols N181162856

O

LaBegorim SmgBconBol
Eaobimsgonls Pbhogo 20.09.2018 §
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Independent Auditor’s Report

To the Shareholder and Management of Philip Morris Georgia LLC:
Our opinion ' '

In our opinion, the financial statements (the “financial statements’) present fairly, in all material
respects, the financial position of Philip Morris Georgia LLC (“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 and with the requirements of the Law of Georgia on Accounting,
Reporting and Auditing.

What we have audited

The Company’s financial statements comprise:

e the statement of financial position as at 31 December 2017;

* the statement of profit or loss and comprehensive income for the year then ended;
» the statement of changes in equity for the year then ended; l

e the statement of cash flows for the year then ended; and

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

Basis for opinion

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

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

Independence

We are independent of the Company in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (IESBA Code). We have fulfilled our other
ethical responsibilities in accordance with the IESBA Code.

Other information

Management is responsible for the other information. Other information comprises Management
Report (but does not include the financial statements and our auditor’s report thereon)

Our opinion on the financial statements does not cover the Management Report.

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

In addition, we are required by the Law of Georgia on Accounting, Reporting and Auditing to express
an opinion whether certain parts of the Management Report comply with respective regulatory
normative acts and to consider whether the Management Report includes the information required by
the Law of Georgia on Accounting, Reporting and Auditing,

If, based on the work we have performed, we conclude that there is a material misstatement in the
Management Report, we are required to report that fact. We have nothing to report in this regard.

; PricewaterhouseCoopers Georgia LLC; King David Business Center, 7th floor, #12 M. Aleksidze Street, Thilisi 0160,

Georgia, Tel: +995 (32) 250 80 50, www.pwe.com/ge




Based on the work performed 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 financial
statements are prepared is consistent with the financial statements; and

¢ the Management Report includes the information required by the Law of Georgia on Accounting,
Reporting and Auditing and complies with respective regulatory normative acts.

Responsibilities of management and those charged with governance for the
Jfinancial statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with International Financial Reporting Standards and with the requirements of the Law of
Georgia on Accounting, Reporting and Auditing, 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 hqmdate 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 scepticism throughout the audit. We also:

e 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.

o 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.
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o 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.

/Crl)mwdu#c/lwvé'f‘“" Gemyn LEC

For and on behalf of PricewaterhouseCoopers Georgia LLC (Reg.# SARAS-F-775813)

Thilisi, Georgia
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Fee is paid 6-00 GEL according to Article 31.3 of the Resolution of the Governme [T m}ppmval of the Amounts of Fee for Notary
Services and Fee Due to the Notary Chamber of Georgia, the Procedure of Paymentf. @* s;d‘t&;clrviua" (Ne507, December 29, 2011), 1-

08 GEL VAT and 2.00 GEL for registration in the electronic registry according {g
December 29, 2011).
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Philip Morris Georgia LLC

Management Report — Business Overview 2017

The entity’s business development, performance and position

Philip Morris Georgia LLC (hereinafter “the Company”) was incorporated as a limited liability company in
accordance with Georgian regulations on 17 September 2010 with headquarter in Tbilisi, Georgia. The
Company’s immediate parent entity is Philip Morris S.A. owning 100% of shares. Its activity is regulated
by Georgian legislation as well as internal procedures of Philip Morris International.

The Company’s main business activity is import, custom clearance and wholesale of cigarettes on the
territory of Georgia.

The Company’s facilities are based in Georgia, with offices in Tbilisi and Batumi.

In 2016, the Company recorded a gross revenue of GEL 219,289,458 and a gross profit of GEL 28,056,689
translating into a gross profit margin of 12.8%. On a net profit level, the Company recorded a loss of GEL
443,835 mainly due to foreign exchange losses and adoption of new corporate income tax legislation.

In 2017, the Company recorded a gross revenue of GEL 358,279,742 and a gross profit of GEL 30,590,661
translating into a gross profit margin of 8.5%. 2017 net profit was at GEL 6,855,969.

Return on capital employed was at 114% for 2017, versus negative index in 2016.

Entity’s future development plans

Philip Morris Georgia intends to maintain, sustain and increase its position in Georgian tobacco market.

Review of the research and development performed by the entity

The Company did not engage in any research and development activities in 2017.

Information on the branches of an entity

The Company does not have any Branches. Structural unites are located in 2 cities, Head Office is located
in Thilisi and regional sales & distribution division is in Batumi.



Key financial and non-financial indicators

Key financial indicators:

GEL 2017 2016 | Explanation of variance
Increased sales volumes largely attributable
1 | Gross revenue 8.2 o | 21008 8 to a launch of new brand in Q1 2017, coupled
35,279,74 9,269:45¢ | ith higher selling prices following excise tax
increase in Jan’17.
. Higher cigarette purchase price coupled with
2 | Gross profit 30,590,661 28,056,689 devaluation of GEL against USD
. Losses in 2016 due to foreign exchange losses
3 | Net profit/(loss) 6,855,969 (443,835) | ,nq adoption of new CIT legislation.
4 | Gross profit margin 8.5% 12.8%

Key non-financial indicators:

2017 2016 | Explanation of variance
L Number of brand families in 6 Philip Morris brand family launch in
portfolio 5 2017
0 Avgrage number of stock key 32 31
units

Detailed information on the acquisition of its own shares

The Company has not acquired own shares during 2017.

Additional explanations of amounts given in the annual financial statements

The Company’s net working capital worsened from GEL (1,925,846) in 2016 to GEL 4,800,866 in 2017,
mostly due to the local currency devaluation against USD and increased cigarette purchase prices.

Review of the entity’s credit, market, liquidity and cash flow risks and mechanisms for
their management

The Company sells imported cigarettes to the distributor on the payment terms and conditions, stipulated
in the distribution agreement. All payments are collected through wire transfer on Company’s account and
no delays have been recorded during 2017.

Considering the fact that purchase of cigarettes was made in foreign currency at credit terms and sales were
made in local currency, Philip Morris Georgia is at a constant risk of potential currency related losses. To
minimize the currency exposure the Company permanently monitors exchange rate fluctuation trends,
market interest and inflation rates. In addition, during 2017 the Company successfully negotiated more
beneficial foreign currency purchase terms with servicing bank compared to 2016.

Current ratio (liquidity measurement) at the end of the reporting period was 1.06.



The key risks and uncertainties are related to the followings:

Explanation of risk and uncertainty Management response

1 Regulatory risk - New Tobacco Control Law, | Ensure internal full compliance of all legal
approved in 2017 with progressive restrictions to be | provisions within a designated timeframe.
applied in May and September 2018, 2019 and
2022.

2 Currency risk - the part of the purchases of goods | Monitor currency exchange, interest, inflation in
are made in foreign currencies at credit terms, | the market, including future outlook, keep high
however the sales are made in local currencies. | portion of contracts in local currency.

There is a risk of potential loss due to depreciation
of local currency

3 Excise tax increase - significant increase above | Advocate for the sustainable long-term tax plan
inflation and disposable income growth may lead to | that would provide predicable tax revenues for
increase in illicit trade and consumer down trading | the Government and prevent inflow of illicit
to low-priced products, which in turn would affect | products.

Company’s sales volume, revenues and profitability.

Juan Carlos Escobar Sergii Kalnoochenko
Deputy General Director First Deputy General Director
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The key risks and uncertainties are related to the followings:

Explanation of risk and uncertainty

Management response

Regulatory risk - New Tobacco Control Law,
approved in 2017 with progressive restrictions to be
applied in May and September 2018, 2019 and
2022.

Ensure internal full compliance of all legal
provisions within a designated timeframe,

Currency risk - the part of the purchases of goods
are made in foreign currencies at credit terms,
however the sales are made in local currencies.
There is a risk of potential loss due to depreciation
of local currency

Monitor currency exchange, interest, inflation in
the market, including future outlook, keep high
portion of contracts in local currency.

Excise tax increase - significant increase above
inflation and disposable income growth may lead to
increase in illicit trade and consumer down trading
to low-priced products, which in turn would affect
Company’s sales volume, revenues and profitability.

Advocate for the sustainable long-term tax plan
that would provide predicable tax revenues for
the Government and prevent inflow of illicit
products.

.@(ﬂi Escobar

Deputy'General Director

Sergii Kalnoochenko

First Deputy General Director
f/
/
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own hand in my presence, 1 Cop. And 3 pages.
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