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INDEPENDENT AUDITORS’ REPORT

To the Management and Shareholders of JSC ”Mina”

Opinion

We have audited the financial statements of JSC “Mina” (the Company), which comprise the statement of
financial position as at December 31 2019, and the statement of comprehensive income, statement of

changes in equity and statement of cash flows for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at 31 December 2019 and (of) its financial performance and its cash flows for
the year then ended in accordance with International Financial Reporting Standards (IFRSS).

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 are independent of the Company in accordance with
the international Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants
(IESBA Code), and we have fulfilled our other ethical responsibilities in accordance with the IESBA
Code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Responsibilities of Management and Those Charged with Governance for the Financial Statement

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

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

Those charged with governance are responsible for overseeing the Company’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

Our Obijectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

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

e ldentify 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.
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e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control.

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

e Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Company’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in
our 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.

e 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.

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Company to express an opinion on the financial statements. We are
responsible for the direction, supervision and performance of the Company audit. We remain
solely responsible for our audit opinion.

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.

Magda Panchulidze
Partner

Crowe GE LLC
March 6, 2020



STATEMENT OF FINANCIAL POSITION

Note
ASSETS
CURRENT ASSETS:
Cash and cash equivalents 7
-Trade and other accounts receivable 8
Inventories 9
Prepayments 10
Total current assets:
PROPERTY, PLANT AND EQUIPMENT 11
INTANGIBLES AND OTHER ASSETS
TOTAL
LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES:
Trade and other accounts payable 12
Advances from customers
Interest bearing loans and borrowings 13
Affiliates accounts payable 14

Taxes
Total current liabilities:
LONG-TERM DEBT 14
SHAREHOLDERS' EQUITY:
Share capital 21

Retained earnings

Share premium ' 21
Revaluation reserve 21
TOTAL

AN

Financial Director ‘ : }
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The accompanying notes are an integral part of these financial statements.

General Director

2019 2018
As of December 31 As of December 31
4,837,723 3,287,413
13,493,002 7,838,896 |
15,228,216 17,283,593
434,594 819,320
33,993,536 29,229,222
37,615,334 44,168,367
110,184 166,756
71,719,054 73,564,346
2,672,782 3,435,132
235,832 235,677
3,868,924 8,075,996
4,946,661 4,909,573
82,457 E

11,806,656 16,656,378
7,500,137 10,500,507
17,101,887 17,101,887
5,984,851 (19,948)
3,484,317 3.484,317
25,841,205 25,841,205
71,719,054 73,564,346



STATEMENT OF COMPREHENSIVE INCOME

2019 2018

Note For the year For the year
SALES 15 73,319,774 59,980,024
COST OF SALES 16 55,755,851 48,755,070
GROSS PROFIT 17,563,923 11,224,954
OPERATING EXPENSES 17 9,224,406 6,879,33
INCOME FROM OPERATIONS 8,339,517 4,345,615
Other income 78,026 128,703
Financial income and expenses 19 2,412,743 1,425,237
NET INCOME BEFORE TAXES 6,004,800 3,049,080
[ncome tax benefit/(expense) - =
NET INCOME 6,004,800 3,049,080

P

Financial Director‘ l é S

—
General Director

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




STATEMENT OF CASH FLOW

CASH FLOWS FROM OPERATING ACTIVITIES

Net income before taxes

Adjustments for:
Depreciation
Interest expense
Amortization of intangibles and other assets

Operating profit before working capital changes
Decrease / (increase) in trade and other accounts receivable
Decrease / (increase) in inventories
Decrease / (increase) in prepayments
Increase / (decrease) in trade and other accounts payable
Increase / (decrease) in interest bearing loans and borrowings
Increase / (decrease) in affiliates accounts payable
Increase / (decrease) in advances from customers

Cash generated from operations
Interest paid

Net cash from / (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment

Net cash from / (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of long-term debt

Net cash from / (used in) financing activities

NET CHANGE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS END OF YEAR

2019 2018
Note For the year For the year
6,004,800 3,049,080
8,578,697 9,522,123
832,253 982,147
74,616 17,394
15,490,366 13,570,744
(5,654,105) 825,620
2,055,376 248,293
384,726 134,337
(679,892) 953,277
(4,182,557) 128,359
37,088 (7,134,568)
155 4,064
7,451,155 8,730,126
(856,767) (1,063,963)
6,594,388 7,666,163
(2,043,708) (1,955,973)
(2,043,708) (1,955,973)
(3,000,370) (7,493,550)
(3,000,370) (7,493,550)
1,550,311 (1,783,360)
3,287,412 5,070,772
4,837,723 3,287,412

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



STATEMENT OF CHANGES IN EQUITY

Revaluation
Share capital Retained earnings Share premium reserve

Balance at 31 December, 2017 17,101,887 (3,069,029) 3,484,317 25,102,494
Net Income/(Loss) - 3,049,080 - -
Revaluation of fixed assets - - - 738,711
Balance at 31 December, 2018 17,101,887 (19,948) 3,484,317 25,841,205
Net Income/(Loss) - 6,004,800 - -
Balance at 31 December, 2019 17,101,887 5,984,851 3,484,317 25,841,205
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Notes to the Financial Statements

1.

a)

b)

Reporting entity

General information

The Company was established in 1987. It was registered as Georgian Joint Stock
Company following its privatization in May 1997. The registered office of the
Company is located in the village of Ksani, 40 kilometers from Thilisi, Georgia.

The main activity of the Company is glass bottle production.

Georgian business environment

The Company's operations are primarily located in Georgia. Consequently, the
Company is exposed to the economic and financial markets of Georgia which
display characteristics of an emerging market. The legal, tax and regulatory
frameworks continue development, but are subject to varying interpretations and
frequent changes which together with other legal and fiscal impediments contribute
to the challenges faced by entities operating in Georgia. The financial statements
reflect management's assessment of the impact of the Georgian business
environment on the operations and the financial position of the Company. The
future business environment may differ from management's assessment.

. Basis of preparation

a) Statement of compliance

These financial statements have been prepared in accordance with International
Financial Reporting Standards ("IFRSs").

b) Basis of measurement
The financial statements have been prepared under the historical cost bases.

The reporting period for the Company is the calendar year from January 1 to
December 31.

¢) Going concern

These financial statements have been prepared on the assumption that the Company
is a going concern and will continue its operations for the foreseeable future. The
management and shareholder have the intention to develop future activities of the
Company in Georgia. The management believes that the going concern assumption
is appropriate for the Company.
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3. Changes in accounting policy and disclosures

New standards, interpretations and amendments effective from 1 January 2018

Certain new standards, amendments and interpretations of existing standards
have been published that are mandatory from 1 January 2018 and which the
Company has adopted. The key items applicable to the Company are as follows.

IFRS 9 “Financial Instruments: Classification and Measurement”
Key features of the new standard are:

e Financial assets are required to be classified into three measurement categories:
those to be measured subsequently at amortized 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).

e Most of the requirements in IAS 39 for classification and measurement of
financial liabilities were carried forward unchanged to IFRS 9.

e |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.

IFRS 15 Revenue from Contracts with Customers.

In May 2014, IFRS 15 was issued which establishes a single comprehensive model
for entities to use in accounting for revenue arising from contracts with customers.
IFRS 15 will supersede the previous revenue recognition guidance including IAS 18
Revenue, IAS 11 Construction Contracts and the related interpretations. This
standard is effective for annual periods beginning on or after 1 January 2018.

The core principle of IFRS 15 is that an entity should recognize revenue to depict the
transfer of promised goods or services to customers in an amount that reflects the
consideration to which the entity expects to be entitled in exchange for those goods
and services.

Under IFRS 15, an entity recognizes revenue when or as a performance obligation is
satisfied, i.e. when ,,control” of the goods or services underlying the particular
performance obligation is transferred to the customer. The Company is currently
assessing the possible impact of the new standard on its financial statements.

-10-
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None of the amendments to Standards noted above that is effective from 1 January
2018 had a significant effect on the Company’s financial statements.

4. Functional and presentation currency

The national currency of Georgia is the Georgian Lari ("GEL"), which is the
Company's functional currency and the currency in which these financial statements
are presented.

All financial information presented in GEL, except when otherwise indicated.

5. Use of estimates and judgments

The preparation of financial statements in conformity with IFRSs requires
management to make judgments, estimates and assumptions that affect the
application of accounting policies and the reported amounts of assets, liabilities,
income and expenses. Actual results may differ from those estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions
to accounting estimates are recognised in the period in which the estimates are
revised and in any future periods affected.

Management has not identified any assumptions or estimation uncertainties that
have a significant risk of resulting in a material adjustment within the next financial
year.

Measurement of fair values

A number of the Company's accounting policies and disclosures require the
determination of fair values for financial assets and liabilities. Fair values have been
determined for measurement and for disclosure purposes. Fair values are categorised
into different levels in a fair value hierarchy based on the inputs used in the
valuation techniques as follows:

e Level I; quoted prices (unadjusted) in active markets for identical assets or
liabilities.

e Level 2; inputs other than quoted prices included in Level 1 that are observable
for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived
from prices).

e Level 3; inputs for the asset or liability that are not based on observable market
data (unobservable inputs).

If the inputs used to measure the fair value of an asset or a liability might be
categorised in different levels of the fair value hierarchy, then the fair value

-11-
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b)

measurement is categorised in its entirety in the same level of the fair value
hierarchy as the lowest level input that is significant to the entire measurement.

. Significant accounting policies

The accounting policies set out below have been applied consistently to all periods
presented in these financial statements, and have been applied consistently by the
Company.

Foreign currency

Transactions in foreign currencies are translated to the respective functional
currencies of the Company at exchange rates at the dates of the transactions.
Monetary assets and liabilities denominated in foreign currencies at the reporting
date are retranslated to the functional currency at the exchange rate at that date. The
foreign currency gain or loss on monetary items is the difference between amortised
cost in the functional currency at the beginning of the period, adjusted for effective
interest and payments during the period, and the amortised cost in foreign currency

translated at the exchange rate at the end of the reporting period.

Non-monetary items in a foreign currency that are measured based on historical cost
are translated using the exchange rate at the date of the transaction.

Foreign currency differences arising in retranslation are recognised in profit or loss.

Cash

Cash includes cash on premises as well as demand deposits with financial
institutions.

Accounts receivable

Basis of presentation - Accounts receivable are stated at the principal amounts
outstanding net of provision for bad and doubtful debts. Provision for bad and
doubtful accounts receivable as at the balance sheet date represents the estimated by
the management amounts of probable losses that have been incurred at the balance
sheet date.

Allowances - The allowance for doubtful accounts is based on estimates considering
known relevant factors affecting the collectability of accounts receivable. Ultimate
losses may vary from the current estimates. These estimates are reviewed
periodically and, as adjustments become necessary, they are reported in earnings in
the period in which they become known.

Due to the inherent lack of reliable information regarding the customers’
creditworthiness, the estimate of probable losses is uncertain. Nevertheless, the
management of the Company has made its best estimate of losses and believes those

-12-
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d)

loss estimates presented in the financial statements are reasonable in light of all
available information.

Inventory

Inventories are measured at the lower of cost and net realisable value. The cost of
inventories is based on the weighted average cost principle, and includes
expenditure incurred in acquiring the inventories, production or conversion costs
and other costs incurred in bringing them to their existing location and condition.

Net realisable value is the estimated selling price in the ordinary course of business,
less the estimated costs of completion and selling expenses.

Property, plant and equipment

Recognition and measurement

Items of property, plant and equipment are measured at cost less accumulated
depreciation and accumulated impairment losses. The revaluation surplus included
in equity in respect of an item of land and building may be transferred directly to
retained earnings when the asset is derecognised. This may involve transferring the
whole of the surplus when the asset is retired or disposed of. However, some of the
surplus may be transferred as the asset is used by an entity. In such a case, the
amount of the surplus transferred would be the difference between depreciation
based on the revalued carrying amount of the asset and depreciation based on the
asset’s original cost. Transfers from revaluation surplus to retained earnings are not
made through profit or loss.

Cost includes expenditure that is directly attributable to the acquisition of the asset.
The cost of self-constructed assets includes the cost of materials and direct labor,
any other costs directly attributable to bringing the asset to a working condition for
their intended use, the costs of dismantling and removing the items and restoring the
site on which they are located, and capitalised borrowing costs. Purchased software
that is integral to the functionality of the related equipment is capitalised as part of
that equipment.

When parts of an item of property, plant and equipment have different useful lives,
they are accounted for as separate items (major components) of property, plant and
equipment.

Any gain or loss on disposal of an item of property, plant and equipment is
determined by comparing the proceeds from disposal with the carrying amount of
property, plant and equipment, and is recognised net within other income/other
expenses in profit or loss.

Subsequent costs

13-
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f)

The cost of replacing a component of an item of property, plant and equipment is
recognised in the carrying amount of the item if it is probable that the future
economic benefits embodied within the component will flow to the Company, and
its cost can be measured reliably. The carrying amount of the replaced component is
derecognised. The costs of the day-to-day servicing of property, plant and
equipment are recognised in profit or loss as incurred.

Depreciation

Items of property, plant and equipment are depreciated from the date that they are
installed and are ready for use, or in respect of internally constructed assets, from
the date that the asset is completed and ready for use. Depreciation is based on the
cost of an asset less its residual value.

Depreciation is recognised in profit or loss on a straight-line basis over the estimated
useful lives of each part of an item of property, plant and equipment, since this most
closely reflects the expected pattern of consumption of the future economic benefits
embodied in the asset. Land is not depreciated. For each period difference between
depreciation based on the revalued carrying amount of the asset and depreciation
based on the asset’s original cost is transferred from revaluation surplus to retained
earnings.

The estimated useful lives of significant items of property, plant and equipment for
the current and comparative periods are as follows:

Buildings and constructions 33
Machinery and equipment 5-10
Vehicles 7
Fixture, furniture and other office equipment 7-10

Depreciation methods, useful lives and residual values are reviewed at each
financial year end and adjusted if appropriate.

Financial instruments

The Company classifies non-derivative financial assets into loans and receivables
category and non-derivative financial liabilities into other financial liabilities
category.

Non-derivative financial assets and financial liabilities - recognition and
derecognition

The Company initially recognises loans and receivables and deposits on the date that
they are originated. All other financial assets and liabilities are recognised initially
on the trade date at which the Company becomes aparty to the contractual
provisions of the instrument.

-14-
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9)

h)

The Company derecognises a financial asset when the contractual rights to the cash
flows from the asset expire, or it transfers the rights to receive the contractual cash
flows on the financial asset in a transaction in which substantially all the risks and
rewards of ownership of the financial asset are transferred. Any interest in
transferred financial assets that is created or retained by the Company is recognised
as a separate asset or liability.

The Company derecognises a financial liability when its contractual obligations are
discharged or cancelled or expire. Financial assets and liabilities are offset and the
net amount presented in the statement of financial position when, and only when,
the Company has a legal right to offset the amounts and intends either to settle on a
net basis or to realise the asset and settle the liability simultaneously.

Loans and receivables

Loans and receivables are a category of financial assets with fixed or determinable
payments that are not quoted in an active market. Such assets are recognised initially
at fair value plus any directly attributable transaction costs. Subsequent to initial
recognition loans and receivables are measured at amortised cost using the effective
interest method, less any impairment losses.

Cash and cash equivalents

Cash and cash equivalents comprise bank balances with maturities of three months
or less from the acquisition date that are subject to insignificant risk of changes in
their fair value.

Non-derivative financial liabilities - measurement

Other financial liabilities are recognised initially at fair value plus any directly
attributable transaction costs. Subsequent to initial recognition these financial
liabilities are measured at amortised cost using the effective interest method.

Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to
issue of ordinary shares and share options are recognised as a deduction from equity,
net of any tax effects.

Impairment
Non-derivative financial assets

A financial asset not carried at fair value through profit or loss is assessed at each
reporting date to determine whether there is any objective evidence that it is
impaired. A financial asset is impaired if objective evidence indicates that a loss
event has occurred after the initial recognition of the asset, and that the loss event
had a negative effect on the estimated future cash flows of that asset that can be
estimated reliably.

-15-
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Objective evidence that financial assets are impaired can include:

e default or delinquency by a debtor;
e indications that a debtor will enter bankruptcy;

e economic conditions that correlate with defaults.

Financial assets measured at amortised cost

The Company considers evidence of impairment for those assets at both a specific
asset and collective level. All individually significant loans and receivables are
assessed for specific impairment. All individually significant loans and receivables
found not to be specifically impaired are then collectively assessed for any
impairment that has been incurred but not yet identified. Loans and receivables that
are not individually significant are collectively assessed for impairment by grouping
together receivables with similar risk characteristics.

In assessing collective impairment the Company uses historical trends of the
probability of default, timing of recoveries and the amount of loss incurred, adjusted
for management's judgment as to whether current economic and credit conditions
are such that the actual losses are likely to be greater or less than suggested by
historical trends.

An impairment loss is calculated as the difference between its carrying amount, and
the present value of the estimated future cash flows discounted at the asset's original
effective interest rate. Losses are recognised in profit or loss and reflected in the
allowance account against receivables. Interest on the impaired asset continues to be
recognised through the unwinding of the discount. When a subsequent event causes
the amount of impairment loss to decrease and the decrease can be related
objectively to an event occurring after the impairment was recognised, the decrease
in impairment loss is reversed through profit or loss.

Non-financial assets

The carrying amounts of the Company's non-financial assets, other than inventories
and deferred tax assets, are reviewed at each reporting date to determine whether
there is any indication of impairment. If any such indication exists, then the asset's
recoverable amount is estimated. An impairment loss is recognised if the carrying
amount of an asset or its related cash-generating unit (CGU) exceeds its estimated
recoverable amount.

The recoverable amount of an asset or CGU is the greater of its value in use and its
fair value less costs to sell. In assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the
asset or CGU. For the purpose of impairment testing, assets that cannot be tested
individually are grouped together into the smallest group of assets that generates

-16-
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)

cash inflows from continuing use that are largely independent of the cash inflows of
other assets or CGU. The Company's corporate assets do not generate separate cash
inflows and are utilised by more than one CGU. Corporate assets are allocated to
CGUs on a reasonable and consistent basis and tested for impairment as part of the
testing of the CGU to which the corporate asset is allocated.

Impairment losses are recognised in profit or loss. Impairment losses recognised in
respect of cash-generating units are allocated to the carrying amount of the assets in
the unit (group of CGUs) on a pro rata basis.

Impairment losses recognised in prior periods are assessed at each reporting date for
any indications that the loss has decreased or no longer exists. An impairment loss is
reversed if there has been a change in the estimates used to determine the
recoverable amount. An impairment loss is reversed only to the extent that the
asset's carrying amount does not exceed the carrying amount that would have been
determined, net of depreciation or amortisation, if no impairment loss had been
recosnised.

Revenue recognition

Revenue from sale of Glass bottles is recognized at the point in time i.e. at the time
that customers goods leaves the Company warehouse and transfers of controls and
get acceptance by customer. Revenue is recognized when the significant risks and
rewards of ownership of the goods have passed to the buyer, which is on dispatch
from the Company’s premises. There is no impact of IFRS 15 adoption as the
company’s current practice is in line with IFRS 15.

Finance income and costs

The Company's finance income and finance costs include:

e interest income on bank deposits;
e interest expense on financial liabilities;
e the foreign currency gain or loss on financial assets and financial liabilities.

Interest income or expense is recognised as it accrues in profit or loss using the
effective interest method. Borrowing costs that are not directly attributable to the
acquisition, construction or production of a qualifying asset are recognised in profit
or loss using the effective interest method.

Foreign currency gains and losses are reported on a net basis as either finance
income or finance cost depending on whether foreign currency movements are in a
net gain or net loss position.

k) Income tax

-17-
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Income tax expense comprises current and deferred tax. Current tax and deferred tax
are recognised in profit or loss except to the extent that it relates to the items
recognised directly in equity or in other comprehensive income.

Current tax

Current tax is the expected tax payable or receivable on the taxable income or loss
for the year, using tax rates enacted or substantively enacted at the reporting date,
and any adjustment to tax payable in respect of previous years.

From 1 January 2017 the Tax Code of Georgia had been significantly changed. One
of the changes affected the profit tax — method of calculation and distribution.
Particularly, if the company is not going to distribute profit in form of dividends, the
profit tax will be 0%, thus in this case there is no any temporary differences between
financial and tax profit, because profit is not declared at all.

Income tax rate is 15%.
Deferred tax

Deferred tax is not relevant form 1 January 2017.

-18-
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7. Cash and cash equivalents
As of December 31 cash was as follows:

Cash on Hand
Cash in Bank

2019 2018
As of December 31 As of December 31
- 1,156
4,837,723 3,286,257
4,837,723 3,287,413

8. Trade and other accounts receivables
As of December 31 trade and other accounts receivables were as follows:

Trade accounts receivable
Provision for doubtful receivables

Trade accounts receivable, net

Other receivables

9. Inventory

As of December 31 inventory was as follows:

Finished product

Raw materials and consumables

2019 2018
As of December 31 As of December 31
13,718,814 8,029,898
(230,367) (214,376)
13,488,447 7,815,521
4,555 23,375
13,493,002 7,838,896
2019 2018
As of December 31  As of December 31
2,653,184 4,358,270
12,575,032 12,925,323
15,228,216 17,283,593
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10. Prepayments

As of December 31 inventory was as follows:

2019 2018
As of December 31 As of December 31
Prepayments to suppliers 434,594 625,471
Prepaid taxes - 193,850
434,594 819,320
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11. Property, plant and equipment

Historical Cost

At 31 December 2017
Opening Balance
Additions
Transfers/Disposals
Revaluation

At 31 December 2018
Additions
Transfers/Disposals
Revaluation

At 31 December 2019

Closing Balance

Accumulated Depreciation

At 31 December 2017

Opening Balance
Current Depreciation
Disposals
Revaluation

At 31 December 2018
Current Depreciation
Disposals
Revaluation

At 31 December 2019
Closing Balance

Net book value

At 31 December 2017
At 31 December 2018
At 31 December 2019

Land and
building

28,127,690

(8,823,389)
19,304,301
1,418,335

20,722,636

7,198,261

3,191,214

(9,573,515)
815,960
3,306,817

4,122,777

20,929,429
18,488,341
16,599,859

Machinary
and equipment  and fixtures

Office fitting

63,941,396 1,186,129
376,684 684,168
(363) -
64,317,717 1,870,297
551,425 55,004
(13,517) (22,370)
64,855,625 1,902,931
34,201,004 836,367
5,340,403 203,557
(363) -
39,541,044 1,039,924
5,002,258 227,920
(13,517) (22,370)
44,529,785 1,245,474
29,740,392 349,762
24,776,673 830,373
20,325,840 657,457
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Vehicles

448,017

22,876

470,893
900
(3,640)

468,153

349,721

48,191

397,912
41,702
(3,640)

435,974

98,296
72,981
32,179

Other

336

336

289

47

336

47

Total

93,703,568

1,083,728
(363)
(8,823,389)
85,963,544
2,025,664
(39,527)

87,949,681

42,585,642

8,783,412
(363)
(9,573,515)
41,795,176
8,578,697
(39,527)

50,334,346

51,117,926
44,168,367
37,615,334
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12.  Trade and other accounts payable

As of December 31 affiliates accounts payable were as follows:

Trade payables
Gas distribution company
Energo pro jorjia
Geo sand
Aqua Geo
Omco istanbul kalip sanaui ve ticaret
Modern oluklu mukavva ambalaJ
Babek sirab
Meta muhendislik aritma kimya ins.san
Ankara katering
Crowe Ge
Other trade payables
Total trade payables
Other payables

2019
As of December 31

2018
As of December 31

13. Affiliates accounts payable

As of December 31 affiliates accounts payable were as follows:

Anadolu Cam Sanauii A.S.
Sisecam Dis Ticaret A.S.

T.sese ve cam Fabrikalari A.S.

1,040,596 1,066,854
395,522 343,413
318,522 43,226
177,000 -
152,394 502,014
126,728 -

57,391 -
45,373 26,825
39,061 29,793
24,207 -
125,139 1,258,673

2,501,933 3,270,799
170,849 164,333

2,672,782 3,435,132

2019 2018
As of December 31  As of December 31
3,726,147 1,198,454
1,149,652 3,385,577
70,862 325,542
4,946,661 4,909,573
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14. Loans and borrowings

As of December 31 interest bearing loans and borrowings was as follows:

2019 2018
As of December 31  As of December 31
Current liabilities

Current portion of long-term debt

IFC 3,750,070 7,886,027

Interest bearing loans and borrowings

IFC 118,855 189,970
3,868,924 8,075,996

Non-current liabilities

IFC 7,500,137 10,500,507
7,500,137 10,500,507

a) Terms and debt repayment schedule

Terms and conditions of outstanding loans were as follows:

Principal
Loans from financial Last Maturity Amount Accrued
institution Currency Interest rate Date Qutstanding Interest
International financial UsD INDEX +2.9% 15-Oct-22 3,923,077 41,446
corporation - IFC
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15. Sales

Sales for the year ended December 31 were as follows:

2019 2018
For the year For the year
Domestic sales 72,146,766 50,648,241
Export Sales 1,173,008 9,331,783
73,319,774 59,980,024
Sales by customer for the year ended December 31 were as follows:
2019 2018
For the year For the year
Jsc Borjomi 59,547,957 37,972,226
Jsc Lomisi 3,957,335 6,561,088
AnadoluCam sanayii a.s 534,205 3,560,626
Others (less than 5%) 9,280,278 11,886,085
73,319,774 59,980,024
16. Cost of sales
Costs of sales for the year ended December 31 were as follows:
2019 2018
For the year For the year
Raw materials 24,580,954 18,743,042
Energy 17,851,192 17,150,804
Depreciation 8,580,614 8,395,860
Wages and related taxes 3,719,358 3,561,472
Production overheads 1,023,733 903,892
55,755,851 48,755,070
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17. Operating expenses

Operating expenses for the year ended December 31 were as follows:

2019 2018
For the year For the year

Technical assistance and consulting expenses 4,851,843 1,914,802
Employee's Wages and Expenses 1,886,838 1,807,529
Services rendered 372,525 685,670
Amortization and Depreciation 757,315 785,038
Duties, Taxes and Levies 493,640 532,356
Insurance expenses 131,202 158,902
Maintenance expenses 133,878 157,194
Fuel expenses 62,975 89,132
Communication and IT expenses 37,537 28,590
Representation and hospitality expenses 60,006 34,459
Electricity expenses 37,860 38,085
Design and promotion expenses 4,706 205
Total of Others 394,081 647,379

9,224,406 6,879,339

18. Financial income and expense

Financial income and expenses for the year ended December 31 was as follows:

2019 2018
For the year For the year

Gain on foreign exchange differences 853,807 3,223,705
Interest income 108,392 110,600
962,199 3,334,305

Loss on foreign exchange differences 2,542,689 3,777,396
Interest expense 832,253 982,147
2,412,743 1,425,238

19. Financial Risk Management

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
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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 to minimise operational and legal risks.

Credit risk

Credit risk is the risk 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 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.

2019 2018
As of December 31 As of December 31
Trade accounts receivable, gross (Note 8) 13,718,814 8,029,898
Cash and cash equivalents (Note 7) 4,837,723 3,287,413
Total maximum exposure to credit risk 18,556,537 11,317,310

Credit risks concentration. The Company has no significant concentrations of credit
risk since the customers portfolio is diversified among a large number of customers,
both private individuals and companies. Although collection of receivables could be
influenced by economic factors, management believes that there is no significant
risk of loss to beyond the provisions already recorded in the consolidated and
separate financial statements.

Market risk

Market risks arise from open positions in (a) foreign currencies and (b) interest
bearing liabilities 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. In respect of currency risk, management sets limits on the level of
exposure by currency and in total. The positions are monitored monthly. The table
below summarizes the Company’s exposure to foreign currency exchange rate risk
at the end of the reporting period:
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As of December 31, 2018

Monetary financial Monetary financial Net balance sheet
assets liabilities position
Georgian Lari 10,149,183 (1,625,869) 8,523,315
US Dollar 690,005 (19,932,170) (19,242,165)
Euro 478,122 (5,198,837) (4,720,715)
Total: 11,317,310 (26,756,875) (15,439,565)

As of December 31, 2019

Monetary financial Monetary financial Net balance sheet
assets liabilities position
Georgian Lari 15,355,499 (2,176,375) 13,179,124
US Dollar 2,781,547 (16,354,980) (13,573,433)
Euro 419,491 (286,301) 133,191
Total: 18,556,537 (18,817,655) (261,118)

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 sensitivities of profit and loss to reasonably possible
changes in exchange rates applied at the end of the reporting period relative to the
functional currency of the the Company with all other variables held constant:

2019 2018
As of December 31 As of December 31
US Dollar strengthening by 10% (1,357,343) (1,967,438)
US Dollar weakening by 10% 1,357,343 1,967,438
Euro strengthening by 10% 13,319 (504,310)
Euro weakening by 10% (13,319) 504,310

The exposure was calculated only for monetary balances denominated in currencies
other than the functional currency of the respective entity. The Company’s exposure
to currency risk at the end of the reporting period is not representative of the typical
exposure during the year.

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 financial assets and liabilities at
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carrying amounts, categorised by the earlier of contractual interest, repricing or
maturity dates.

Demand and From1to 3 From 3 to 12 From1to5 Total
less than 1 months months years
month

Total financial assets 3,682,502 4,661,295 1,726,247 1,247,266 11,317,310
Total financial liabilities (3,270,799) - (12,985,569) (10,500,507) (26,756,875)
Net interest sensitivity gap at 31

December 2018 411,703 4,661,295 (11,259,322) (9,253,241) (15,439,564)
Total financial assets 4,952,505 7,756,742 4,803,932 1,043,359 18,556,537
Total financial liabilities (2,501,933) - (8,815,585) (7,500,137) (18,817,655)
Net interest sensitivity gap at 31

December 2019 2,450,572 7,756,742 (4,011,653) (6,456,779) (261,118)

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

Liquidity 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 cash flows.

Management estimates that the liquidity portfolio of cash and bank deposits can be
realised in cash within a day in order to meet unforeseen liquidity requirements.

The table below shows liabilities 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. When the amount payable is not fixed, the amount disclosed
is determined by reference to the conditions existing at the end of the reporting
period. 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 2019 is as follows:
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Borrowings

Trade and other accounts payable
Net interest sensitivity gap at 31

December 2018

Borrowings

Trade and other accounts payable
Net interest sensitivity gap at 31

December 2019

Demand and From1to3 From 3 to 12 From1lto5 Total
less than 1 months months years
month
- - 8,075,996 10,500,507 18,576,503
3,270,799 - 4,909,573 - 8,180,372
3,270,799 - 12,985,569 10,500,507 26,756,875
- - 3,868,924 7,500,137 11,369,061
2,501,933 - 4,946,661 - 7,448,594
2,501,933 - 8,815,585 7,500,137 18,817,655

20. Fair Value of Financial Instruments

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:

As of December 31, 2018

Level 1 Level 2 Level 3 Carrying value
Assets
Cash and cash equivalents 3,287,413 - - 3,287,413
Trade receivables - 8,029,898 - 8,029,898
Total assets 3,287,413 8,029,898 - 11,317,310
Liabilities
Borrowings - - 18,576,503 18,576,503
Trade payables - 8,180,372 - 8,180,372
Total liabilities - 8,180,372 18,576,503 26,756,875
As of December 31, 2019
Level 1 Level 2 Level 3 Carrying value
Assets
Cash and cash equivalents 4,837,723 - - 4,837,723
Trade receivables - 13,718,814 - 13,718,814
Total assets 4,837,723 13,718,814 - 18,556,537
Liabilities
Borrowings - - 11,369,061 11,369,061
Trade payables - 7,448,594 - 7,448,594
Total liabilities - 7,448,594 11,369,061 18,817,655

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
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21,

22,

received discounted at current interest rates for new instruments with similar credit
risk and remaining maturity. Discount rates used depend on credit risk of the
counterparty. Fair value of held-to-maturity investments was 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.

Shareholders’ equity

The company was recognized as an open joint stock company following its
privatization in 1997. At that time the company issued 15,121,856 shares with a
nominal value of one GEL each. The company issued 1,980,031 shares in 2011 with
a nominal value of one GEL each.

The difference between the nominal value of the shares issued and the amounts
actually paid by the shareholders, comprising 3,484,317 GEL.

The Company made revaluation of Property, Plant and Equipment in 2018. Current
balance of revaluation reserves is 25,841,205 GEL.

Subsequent Events

There have not been events after the balance sheet.

*k*k
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