
Statement of financial position
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Non-canent assets

Property and equipment
lnvestment propeO under construction

lntangible assets

Restricled cash

Cunent assefs
lnventories

Advances paid

Borrowings issued

Tax assets other than income tax

Restricted cash

Cash and bank balances

Total assets

Equity and liabilities

Capital and reserves

Charter capital

Accumulated loss

Non-current li abil ities

Loans and borrowings

Current liabilities

Trade and other payables

Loans and borrowings

Total equity and liabilities

Note
Asof31 Asd3l

December 2019 DecenSer Z)18

4

5

115,494

16,166,139

3,487

368,291

121.S5
11,814,595

2,019

200,000

16,653,411 12.138.609
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1,372,96;
176,761

395,261

1,723,484

3,091,501

2,535

356,520

265,000

124,127

149,878

6,759,974 898,060

23,413,385 13,036,669

10.1

't1

13

11

129,755

83,608

19,560,099

(7,140,119)
14,320,253

I (6,104,566)

12,419,980 8,215,687

10,780,042 4,401,381

10,780,042 4,401,381

2,339

417,262

213,363 419,601

23,413,385 13,036,669

The financial statements were approved on 30 September 2020 by

Agalarli Sohrab

Director
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statement of profit or loss and

other comprehensive income

r,,il'

r1;

ln US dollar

Other income

Administrative expenses

Results from operating activities

Finance income

Loss from exchange differences

Loss before income tax

lncome tax exPense

Loss for the Year

Other comPrehensive income

Total comprehensive income for the year

AgalarliSohrab

Director

Year ended 31

December 2019
Year ended 31

December 2018

t',,orn,ruol

552

(985,076)
14

15

16

(1,079,?60) (e84,524)

50,414

(6,707)

(1,035,553) (1,026,795)

(1,035,553) (1,026,795)

(1,035,553) (1,026,7e5)

28,902
(71,173)

ili

The financial statements were approved on 30 september 2020 by:

Yusibov Orxan

Chief Financial Officer
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Thestatementofprofitorlossandothercomprehensiveincomeistobereadinconjunctionwiththenotestoandforming
;;; ;ili; i'r;ncial statements set out on pases 11 to 32'
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3,479,832

3,479,832

'14,320,253______--_.

5,239,846

5,239,846

(6,104,566)

3.479.832

8,215,687

(1P35"553)

(1,035,553)

5,239,846

(1,035,553)

(1,035,553)

5,239,846

19,560,099 (7,140,1 19) 12,419,980

Statement of changes in equitY

ln US dollar

As of 1 January 2018

Loss for the year

Total comprehensive income for the
year

Replenishment of charter caPital

Transactions with owners

as of 31 December 2018

Loss for the year

Total comprehensive income for the
year

Replenishment of charter caPital

Transactions with owners

as of 31 December 2019
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Statement of cash flows
ln US dollar

Cash flows from operating activities

Rental income

lnterest received

Salaries paid

Representative costs

Office rent and utilities

Taxes paid

Other payments

Nef cash used in operating activities

Cash flows from investing activities

Acquisition of property and equipment and intangible
aSSetS

Construction contractors

Transfer to restricted cash

Construction supervision

Proceeds from loans issued

Loans issued

Nef cash used in investing activities

Cash flows from financing activities

Replenishment of share capital

Bank guarantee

Proceeds from loans and borrowings

Repayment of loans and borrowings

lnterest paid

Nef cash from financing activities

Net increase in cash and bank balances

Foreign exchange effect on cash

Cash and bank balances at the beginning of the
year

Cash and bank balances at the end ofthe year

,,f i

,i'li

Note

497

33,243
(262,264)

(11,302)

(38,0e3)

(3,632)

(428,810)

(710,361)

206

30,028

(369,326)

(37,269)

(53,218)

(135,825)

(279,806)

(845,210)

(7,827)
(4,645,736)

(1,891,775)

(96,776)

39,410

(19e,000)

(6,801,704)

(1,140,688)

840,000

(69,081)

285,000

(1,340,687)

(1,425,456)

u

10.1 5,239,846
(53,375)

5,885,421

(603,785)

3,479,832
(55,034)

(631,579)

(403,e86)

25

25

10,468,107 2,389,233

2,956,042
(14,419)

149,878

118,567

(68,888)

1 00,1 99

3,091,501 149,878

The financial statements were approved on 30 September 2O2O by:

Agalarli Sohrab

Director

Yusibov Orxan

Chief Financial Officer

The statement of cash flows is to be read in conjundion with the notes to and forming part of the financial statements set out

on pages 1 1 to 32.

Year ended 31
December 201 9

Year ended 31
December 2018
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Notes to the financial statements

2

2.1

Notes to the financial statements
Nature of operations and general information

SAYALI LLC(theCompany,l isareg,sie'eJ T:e: .= -.=:-=z-. -::'=-'a'=: -:=-;= -= -.-:,'
legal addressisTbilisi, D. Uznadzestr #58'us:a-j 1'.'=::=::- ='- --:'::- -::-; --- = -.-: :'-
companyestablishedinUnitedArabEmirales nccs9l::S-i-i -:-= ----.-. =-:-'i-::- --i- - - : .-.
Company established in Azerbaijan. holds the re'ra ^ ^: 'l:: S-?-i

The Company owns a iand plot in the centre of TDi,rs a:r- -e: '-:- :-. l:.=---=-' :' -.=:': t - -='=
contractual obligationsandisintheprocessof developme?.'.a'=*--.:'='a-a:)= :a-'-r - =:::':=-:--
those requirements. The building, which the Company rs cL/ne.: _, r3-Sr--3i -l s -:?-:a: :: :: :::=: : - '-
another entity for further use as a multi profile medical centre.

The average number of employees of the Company during 2019 was 16 empioyees i2C't? '3 e-: :,::s

Basis of preparation

Statement of compliance

The financial statements have been prepared in accordance with lnternational Financial Reporting Standards
("lFRSs") as issued by the lnternational Accounting Standards Board ('IASB'). They have been prepared under
the assumption that the Company operates on a going concern basis.

2.2 Basis of measurement
,],

The financial statements have been prepared on the historical cost basis with the exception of certain financial
instruments that are stated at present discounted value of future cash flows.

2.3 Functional and presentation currency

The national currency of Georgia is the Georgian lari ("Georgian lari"). However, these financial statements are
presented in US dollar, since the management believes this currency best reflects the economic substance of
the underlying events and transactions of the Company, because:

The Company has foreign shareholders; equity is set and replenished in US dollar.

The Company has foreign creditors, and borrowings are obtained in US dollar.

Significant transactions are conducted and some significant balances are denominated in US dollar:
contracts with substantially all construction contractors are set in US dollar, salaries are determined in
US dollar, investment obligation is set in US dollar.

ln general, Georgian real estate market is significantly linked to the US dollar.

Because of such linkage of the Company's operations to the US dollar and because of significant devaluation of
Georgian lari against the US dollar (from Georgian lari 1 .7363/1 US dollar on January 1 , 2014 to Georgian lari
2.86T111 US dollar on December 31, 2019, which is a 65% depreciation), the financial information of the
Company, if presented in Georgian lari, would be dfficutt to understand and interpret for ils main users and
interested parties who provide financing to the Company in the US dolbrs.

Therefiore, tfcse financbl sr+rnents re prsenled h t S dolns (uless drerulise ffid), since management
beEves fid tis curenc, b rue rrscfiI ftr tfic users d tEse harcid staEnerls. Al finarcid inbrmation
feserGd it uS dor-s hc been rur*d b te rgcC'hr--
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There has not been material impact on the company's financial staterrents

IFRIC 23 Uncertainty over lncome Tax Treatment

lFRlc23providesguidanceonhorvtoreflecttheeffectsof urcela-:. - =:.::_-:-.-:- --__-:-:::: _-:: -:
l2,inparticular(i) whetheruncertaintaxtreatmentsshoLtdce3,3-s::-:::.-=-.::. :::_-:::-:-: :.=.-
authorities'examinations (iii)determination of taxable prc.: :a: :s-: :=s::_::: _--:::-:: ::::: ---::: :
credits, and tax rates, and (iv) effect of changes in facts a,.: l -:--s::-:e:
The company elected to adopt lFRlc 23 retrospectively v,,:: :-3 ..-- - z-".: :-'=:: -?-.----_== - -=-. -:: :: -- - ::
asof thedateof initial application,'l January2Olg.Theacoc:3^:, == l2j-=s_-.3:-:---..- -:.::- --.
Company's fl nancial statements.

Annual lmprovements 201 5-2011

TheAnnual lmprovements2015-2017madeseveral minoramendmentstoanurnbe!.0: =iSs -.2-=---:-.1
relevant to the Company are summarized below:

IAS 12 lncome laxes; lncome tax consequences of payments on instruments c/assrfl,e: as
equity

The amendments to IAS 12 clarify that the income tax consequences of dividends are recognized in profii or
loss, other comprehensive income or equity according to where the entity originally recognized those past
transactions or events.

IAS 23 Borrowigng cosfs: Borrowing costs eligible for capitatization

IAS 23.14 specifies how to determine the amount of borrowing costs eligible for capitalizatron when an entrty
borrows funds generally and uses them to obtain a qualifying asset.

IAS 23 requires an entity, when determining the funds that it borrows generally, to exclude "borrowrngs made
specifically for the purpose of obtainlng a qualifying asset". The IASB observed that an entity might misinterprct
those words to mean that funds borrowed generally would exclude funds outstanding that were orrgrnally
borrowed specifically to obtain a qualifying asset that is now ready for its intended use or sale.

The amendments therefore clarify that when a qualifying asset is ready for its intended use or sale, an entity
treats any outstanding borrowing made specifically to obtain that qualifying asset as part of the funds that it has
borrowed generally.

The amendments are applied prospectively (i.e. only to borrowing costs incurred on or after the beginning of the
annual reporting period in which the amendments are first applled) as the costs of gathering the information
required to capitalize borrowing costs retrospectively may exceed the potential benefits.

Standards, amendments and interpretations to existing standards that are not yet
effective and have not been adopted early by the Company
At the date of authorizatlon of these financial statements, certain new standards, amendments and interpretations
to existing standards have been published by the IASB but are not yet effective, and have not been adopted early
by the Company.

Management anticipates that all of the relevant pronouncements will be adopted in the Company s accounting
policies for the first period beginning on or after the effective date of the pronouncement. New standards.
amendments and interpretations not adopted in the current year have not been disclcsed as they are not
expected to have a material impact on the Companys flnancial statemerts rfci'::a: l- l^ ..re,,,,' s:andards
arendmer:ts and nierpretat 3:rS irat a:e exge3:ej :O be re e,a^: :: :^: l:-ca^.. S .-3^:: S:a:a-a-:S S

_ -, _= j r= t,.. _3:= ^ ::-?- -3r. S:3^:a-:s 2-: -:=-:-::=::^s -=.: :::_ ::-:: : _- =.a 
-:. :,:: _-.-::..: -=.:-

- ,= .: = _=:.:.= =.:
'- ' -
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3 Significant accounting poticies

3.1 Foreign currencies

F oreig n cu ne n cy tra n saction s
ln preparing the financial statements, transactions in currencies other than the functional currency are recorcrec
at the rates of exchange defined by the National Bank of Georgia prevailing on the dates of the transactions. Ateach reporting date, monetary items denominated in foreign currencies are retranslated at the rates defined bythe National Bank of Georgia prevailing on the reporting date, which is 2.g677 Georgian lari for 1 US dollar and3'2095 Georgian lari for 1 euro as of 31 December2019 (31 December2olg:2.6766 Georgian lari for 1 USdollar and 3'0701 Georgian lari for 1 euro). Non-monetary items are not retranslated and are measured at historiccost (translated using the exchange rates at the transaction date).

Exchange differences arising on the settlement and retranslation of monetary items, are included in profit or lossfor the period.

3.2 Property and equipment
Items of property and equipment are stated at cost less accumulated depreciation and any accumulatedimpairment losses' cost comprises purchase price including import duties and non-refundable purchase taxesand other directly attributable costs. when an item of property and equipment comprises major componentshaving different useful lives, they are accounted for as separate items of property and equipment.
The gain or loss arising on the disposal or retirement of an item of property and equipment is determined as thedifference between the sales proceeds and the carrying amount of the asset and is recognized in profit or loss.
Expenditure to replace a component of an item of property and equipment that is accounted for separately iscapitalized with the carrying amount of the component being written off. other subsequent expendlture iscapitalized if future economic benefits will arise from the 

"rp"nJitrr". 
All other expenditure, including repair andmaintenance, is recognized in profit or loss as incurred.

Depreciation is charged to profit or loss or is added to the cost of other asset on a straight-line basis over theestimated useful lives of the individual assets. Depreciation commences when assets are available for use. Theestimated useful lives are as follows:

Office equipment

Vehicles

- 5 years

- 5 years

3.3 lntangible assets
lntangible assets, which are acquired by the Company and which have finite useful lives, are stated at cost lessaccumulated amortization and impairment losses.

Amortization is charged to profit or loss or is added to the cost of other asset on a straight-line basis over theestimated useful lives of the intangible assets, which is estimated at 7 years for software.

3.4 lmpairment of property and equipment and intangible assets
Assets that have an indefinite useful life are not subject to amortization and are tested annually for impairment.Assets that are subiect to amortization are reviewed for impairment whenever events or changes incircumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognized forthe amount by which the asset's carrying amount exceeds its recoverabre amount.

Recoverable amount is the higher of net selling price and value in use. lf the recoverable amount of an asset orcash-generating unit is estimated to be less than its carrying amount, the carrying amount of the asset or cash-generating unit is reduced to its recoverable amount. lmpairment losses are recognized as an expenseimmediately' unless the relevant asset is carried at a revalued amount, in which 
""." tn" impairment loss istreated as a revaluation decrease.



Notes to the financial statements

Where an impairment loss subsequently reverses. the carrying an'3'^: C':^e :ss:: :- -a:--::- '' =' 
- . -- '

increasedtotherevrsedestimateof itsrecoverableamouni birts::^a::^3 -:':as:: --"'-.=-:--':::: -'.

exceedthecarryingamountthatvrouldhavebeendeteminei:31 -: *=z'-2^':!:':::-:-:::'r'-=:':
or cash-generating unit in prior years. A reversal of an i:nca'-:-: ::: : -3:::-:a: :: - -.- - - -:: j :

UnleSstherelevantassetiscarriedatarevaluedamount.i:t,',r-:- i3aa- "='=-:: :'-=''-=- ::: : ::::
as a revaluation increase.

3.5 lnvestment proPertY

lnvestment property, which is property held to eam rentals andor for cap*tal appreoamn. s ffE€lsrrec !'@b a
its cost, including transaction costs. Subsequent to inilial recognitbn, invesfnent ropefty 6 irEErsJrec i ccs

less accumulated depreciation and accumulated impairment losses. ilany. As no firite us€frd ffe for fE 7 E
determined, related carrying amounts are not depreciated. Building is annenty being uxler @nstnr@s? r
progress and is not depreciated. Property under development to be used as investment property s also osfied
as investment property. lnvestment property of the Company indudes land and corEfuctbn in progress'

Construction in progress is a building of a hospital under construction, which is intended to be based out s'tlen

completed.

3.6 Leased assets i

As described in note 2.5, the Company has applied IFRS 16 using the modified retrospective approach and

therefore comparative information has not been restated. This means comparative information is still reported

under IAS 17 and IFRIC 4.

Accounting policy applicable from 1 January 2019

The Company as a /essee

For any new contracts entered into on or after 1 January 2019, the Company considers whether a contract is' or

contains a lease. A lease is defined as "a contract, or part of a contract, that conveys the right to use an asset

(the underlying asset) for a period of time in exchange for consideration". To apply this definition, the Company

assesses whether the contract meets three key evaluations which are whether:

. the contract contains an identified asset, which is either explicitly identified in the contract or implicitly

specified by being identified at the time the asset is made available to the Company

r the Company has the right to obtain substantially all of the economic benefits from use of the identified asset

throughout the period of use, considering its rights within the defined scope of the contract 
,, ,

o the Company has the right to direct the use of the identified asset throughout the period of use' The Company

assess whether it has the right to direct "how and for what purpose" the asset is used throughout the period

of use.

Measurement and recognition of /eases as a /essee

At lease commencement date, the Company recognizes a right-of-use asset and a lease liability on the statement

of financial position. The right-of-use asset is measured at cost, which is made up of the initial measurement of

the lease liability, any initial direct costs incurred by the Company, an estimate of any costs to dismantle and

remove the asset at the end of the lease, and any lease payments made in advance of the lease commencement

date (net of any incentives received).

The Company depreciates the right-of-use assets on a straight-line basis from the lease cornmencement date to

the earlier of the end of the useful liE of ttre right-of-use €tsset or the end of the lease term The Company also

assesses th€ right-of-us€ asser fof i'.nparrnEfit urhen sudl indcatrs erist

Al ttre corrmerrcerrert dde. tle CqnFBny m€€slres tfe le6e Ed.ry af trE fesart Lr*-e cr:ne ease !;arr€r:s
unpad at fiat rrzte. &cs.rted usr€ 6E irEfESt r* hIFE n lE lFate'f flal * s rAi[ ?r?r&€ ]r I€
A:r'nparrys rgefiEtA bofl'orrE.|S r&
;ea= pay--€ts nCLfrd n idre nm-renr:rt cf tE tsase ffll ale EE -E JtEc talr€Es :ru-orp r
s15s33,Ee fredl rar35E p.rrrEf1s b6sed m il aE r r*- ilrlB slF€ri6 t E 9?FE -nCEr e rtsfLe
yle gLs-JEe ilxt payr-rts arErE tun @ts rcstAf cEtri b E e-roscc
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b rcn:aned lo dlect ily reassessflsil a modf,catirr, or il ttrere are dtztges h
payrnenB.

When the lease liability is remeasured, the corresponding adjustment is reflected in the right-of-use ass€t c,
profit and loss if the right-of-use asset is already reduced to zero.

The Company has elected to account for short-term leases and leases of low-value assets using the practical
expedients. lnstead of recognizing a right-of-use asset and lease liability, the payments in relation to these are
recognized as an expense in profit or loss on a straight-line basis over the lease term.

Accounting policy applicable before 1 January 2019

The Company as a /essee

Finance /eases

Management applies judgment in considering the substance of a lease agreement and whether it transfers
substantially all the risks and rewards incidental to ownership of the leased asset. Key factors considered include
the length of the lease term in relation to the economic life of the asset, the present value of the minimum lease
payments in relation to the asset's fair value, and whether the Company obtains ownership of the asset at the
end of the lease term.

For leases of land and buildings, the minimum lease payments are first allocated to each component based on
the relative fair values of the respective lease interests. Each component is then evaluated separately for possible
treatment as a finance lease, taking into consideration the fact that land normally has an indefinite economic life.

For the depreciation methods and useful lives for assets held under finance leases refer to note 3.2.

The interest element of lease payments is charged to profit or loss, as finance costs over the period of the lease.

Operating /eases

All other leases are treated as operating leases. Where the Company is a lessee, payments on operating lease
agreements are recognized as an expense on a straight-line basis over the lease term. Associated costs, such
as maintenance and insurance, are expensed as incurred.

3.7 lnventories

lnventories are assets held for sale in the ordinary course of business or in the form of materials or supplies to
be consumed in the production process or in the rendering of services. ltems such as spare parts, stand-by
equipment and servicing equipment are also recognized as inventories unless they meet the definition of property
and equipment.

lnventories are stated at the lower of cost and net realizable value. Net realizable value is the estimated selling
price in the ordinary course of business, less the estimated costs of completion and selling expenses. The cost
of inventories is based on the weighted average principle and includes expenditure incurred in acquiring the
inventories and bringing them to their existing location and condition.

3.8 Financial instruments

Recog n iti on an d d e recog n ition

Financial assets and financial liabilities are recognized when the Company becomes a part to the contractual
provisions of the financial instrument.

Financial assets are derecognized when the contractual rights to the cash flows from the financial asset expire,
or when the financial asset and all substantial risks and rewards are transferred.

Financial liabilities are derecognized when they are extinguished, discharged, cancelled or expire.
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Notes to the financial statements

Classification and initial measurement of financiat assefs

Exceptforthosetrade receivablesthatdonotcontain a signrficar:..^z^)-1::-::-:-- a' 1..-- -:::-.:: :
the transaction price in accordance with IFRS 15. all flnancial asse:s .'. ^ -.. , -=2.--.::-'-. ,. _. :: _: :.
for transaction costs (where applicable).

Financial assets, other than those designated and effeci ve as -.:: -: -s:---.--: 3-: : :..-:: - : --.
following categories:

o amortized cost

r fair value through profit or loss (FWpL)

. fair value through other comprehensive income (FVOCI)

ln the periods presented the Company does not have any financial asse:s ca:e;::z=: as =. I l
The classification is determined by both:

. the Company's business model for managing the financial asset

. the contractual cash flow characteristics of the financial asset.

All income and expenses relating to financial assets that are recognized in profit or loss are p:ese-:e: .,.:- -
finance costs, finance income or other financial items, except for impairment of trade recervables \r^ t^ s
presented within other expenses. A summary of the Company's financial assets by category is given rn note 1 9 2

Subsequent measurement of financral assefs

Financialassets at amoriized cost

Financial assets are measured at amortized cost if the assets meet the following conditions (and are not
designated as FWPL):

' they are held within a business model whose objective is to hold the financial assets and collect its contractual
cash flows

o the contractual terms of the financial assets give rise to cash flows that are solely payments of principal and
interest on the principal amount outstanding

After initial recognition, these are measured at amortized cost using the effective Interest method: Discounting is
omitted where the effect of discounting is immaterial. The Company's cash and cash equivalents and borrowings
issued fall into this category of financial instruments.

lmpairment of financial assefs

IFRS 9's impairment requirements use more fonvard-looking information to recognize expected credit losses -
the "expected credit loss (ECL) model". This replaces IAS 39's "incurred loss model". lnstruments within the
scope of the new requirements included loans and other debt-type financial assets measured at amortized cost
and FVOCI, trade receivables, contract assets recognized and measured under IFRS 15 and loan commitments
and some financial guarantee contracts (for the issuer) that are not measured at fair value through profit or loss.

Recognition of credit losses is no longer dependent on the Company first identifying a credit loss event. lnstead
the Company considers a broader range of information when assessing credit risk and measuring expected credit
losses. including past events, current conditions, reasonable and supportable forecasts that affect the expected
collectability of the future cash flows of the instrument.

'n apciying thrs fonvard-looking approach, a distinction is made bef,,,,een

r '^a^3 a -s:---e^:s :^a: ia,,e i3: ce:eic:a:el s C^.--: , - a-?a: :-? :, s ^:e - ..a -?:aa- -. a- a- .-2..
^a.a :,', 3-e:: -:r S:a.e - e-j

. '^?-a a -s'----a-:: :-=: -a,: ::::-:-a::: s ;-.--: , - a.-?-_-.:_= :, s -:.: -: = 
-=_a.=- -. -- z- : ,.-:::

:-::: -s. s -:: :.,, 'S.=:= 2

:'=-::: .'.:-::.:,a-'"=-:.: 
=:::'S'.-Z'--.a::_::-_.::.::-:-::.-_a- --.=.--a.:::--:_==

---:--.-:::i:-:::-::- ::S.::':-:.i:::;--=:.:-.-:.-=- -."::-,,.- a -:--:::i=t-it I =-- _::_:
-=:: :- :::':- :-a S::.:- : :.3:a::-.



Classification and measurement of financial liabilities

TheCompany.sfinancialliabilitiesincludeloansandborrowingsandtradeandotherpayables'Asummaryof
the Company's financial liabilities by category is given in note 19'2'

Loans and borrowings

Loans and borrowings are recognized initiary at fair value, net of issuance costs associated with the borrowing'

The difference oetween'fli, uii" and nominal ,riu" i. recognized in profit or ross' except when the borrowing

was received from the "*""r* 
rn this instanc" ti" oitr"r"nce-between taiivatue and nominal varue is recognized

in equity as additionat capitat. subsequent to iritiri ,"c"g.1,!"-1^l"il 'nJ 
oo"o*ings are stated at amortized

cost with any differenc;;;*;" cosi and redemption value recognized in profit or loss over the period of the

borrowings on an effective interest uasrs. tnteresiana otner costs incurred in connection with borrowings are

expensed as incurred as part of finance 
""p"nr"r, 

except for the borrowing costs that are direcry attributabre to

the acquisition, 
"on.uuJ,,ln 

tr proouction or 
" 

qlr"rrving asset, which are capitalized as part of that asset'

Trade and other PaYables

Tradeandotherpayablesarestatedatfairvalueandsubsequentlystatedatamortizedcost.

3.9 Cash and cash equivalents

Cash and bank balances comprise cash on hand and bank accounts'

For the purpose of the statement of cash flows, cash equivarents are on-demand deposits, together with other

short-term, highly liquid investments tnat.are-realily convertible into known amounts of cash and which are

subject to an insignifrcant risk of changes in urir". iash equivarents are held for the purpose of meeting short-

term cash commitm"nt, rather than for investment or other purposes' The company classifies investments as a

cash equivarent if it is readiry convertible " 
,'*"L*r"mount of cash and is subiect to an insignificant .sk of

changes in value'

3.10 EquitY

Charter capital represents contributions by the owners to the Company's charter'

Accumulated loss include all current and prior period retained losses'

3.11 Provisions . - ,--^, ^. ^^ncrrrrnriv

l*rcilsrdtneryected",eflE-Boeternlnea 
bya probatl*ig-rreigtrted estir,E ctcrt

t- 
",O"*O 

fE of ttrefinarctJ irfitment'

A provision is recosnized in the statem:il,:t::*?i i^""1':"1$i,l-t:?:#:il: [ffi]:t;iT"":J;#"Tij
:,i;""H';::'i::::ffii:i:ili?:""Ti"l::r,:?::[:1'ru;1ru'"***';";1;5#:,::[fl:I:::;
:3ll',ili"J;1;"ff;'1$:11*":,il';?li'qtJ:::r::i:i"fr:':lf:,T:'iil:"Ufl,y:iH:;:,Ti:t'"-iXl:
;:$::i;T,'":L"l,[y:fJ",$:"t":iftJ';"ilJ;;;;;;i; 

;r ine tim" varue of monev and, where

,pp.pti"t", the risks specific to the liability'

3.12 lncome tax

Effective 1 January 2017, there are signifrcant amendments to the Tax code of Georgia, rerated to introduction

of a new model for corporate income taxation'

l":J;:::;;;;""''n moderorgorgoratq-ti:Illy1::,'^"j".:"Jl"Xi:::ili:"",::,i::X?:'1:ffi::
::::",:il:1:iS:ilT1":il#"i:fffi 

'i:ii:{;ft iil:::"m;S:""f Ili3llllXl"":HTi
rl.:::r;w$::'ft Jffi ::1il:::il:ffi [::$:""i:i**m;mmffi ;i;Hfi ;::?':i:::
::ffifffiTl"'JJ:Ii."fiii#;::i3:!:ri":.{"-Y::i:S::i.'S*,gS:::ffi11'J'::':;i:E::ffi:
*tr,,:s::H:?fi"iJl[ft'":"J:ff:lit:T?::i:ili:ffi1+"*t5*::H'i*""311::.*1:$';
ffi,::ffifl'1,.?l'il:1';,til:ff'::::5}::,ffi#dil;-;;"d 

parties' expenses not rerated to

economic activities, etc)'

Ttre corporate income tax arising from distribution of dMdends is recognized as an epense in the period uthen

di,rire.ds re dedared. *r-c d he etr;"Fr",,, 
da* or t " 

p.rl"o for whidr divirtends are disfributerl'

"L-J 
t* B r5B5 dtc arurr d rd dsfidnn

,i[ r

,1,



3.13 Employee benefits
Short-term employee benefits are benefits expected to be settled wholly before h./elve:-3-:-s a:=-:-::-: :-
the annual reporting period in which the employees render the related services arC :;;:=

(a) wages, salaries and bonuses,

(b) paid annual leaves and paid disability leaves;

(c) non-monetarybenefits.

When employees render services to the Company during the accounting penod. the Cornparr -e=,:-;._r :.
undiscounted amount of short-term employee benefits expected to be paid in exchange for ii:ai --. =

(a) as a liability (accrued expense), after deducting any amount already paid. lf the amosnr e -?e=i se j
exceeds the undiscounted amount ofthe benefits, the Company shall recognize that excess as ar asset
(prepaid expense) to the extent that the prepayment will lead to a reduction in future paymenrs oi a ,-s.
refund.

(b) as an expense, unless the amount is included in the cost of an asset.

Eonuses

The expected cost of bonus payments is recognized when and only when the Company has a present legal or
constructive obligation to make such payments as a result of past events and a reliable estimate of the obligation
can be made.

A present obligation exists when, and only when, the entity has no realistic alternative but to make the payments.

3.14 Revenue

Till the end of reporting period the Company is still in the development stage and has no revenues. However, for
information purposes we provide general accounting policy for revenues, which is expected to be adopted when
the Company starts trading.

To determine whether to recognize revenue, the company follows a S-step process: I i"

1. ldentifying the contract with a customer

2. ldentifying the performance obligations

3. Determining the transaction price

4. Allocating the transaction price to the performance obligations

5. Recognizing revenue when/as performance obligation(s) are satisfied.

Revenue is recognized either at a point in time or over time, when (or as) the Company satisfies performance
obligations by transferring the promised goods or services to its customers.

To determine the point in time at which a customer obtains control of a promised asset and the Company satisfies
a performance obligation, the Company considers the requirements for control. Control of an asset refers to the
ability to direct the use of, and obtain substantially all of the remaining benefits from, the asset. Control includes
the ability to prevent other entities from directing the use of, and obtaining the benefits from. an asset.

The Company is still in the development stage and has not started trading as of the reporting date so there are
no revenues recorded yet.

tes to the financial statements



Property and equipment

ln US dollar

as of 1 January 2018

Additions

asof31 December2018

Additions

as of 31 December 2019

Acc u m u I ate d de P re ci ati on

as of 1 January 2018

Charge for the Year

as of 3'l December 2018

Charge for the Year

as of 31 December 2019

Carrying amount

as of31 December2018

as of 31 December 2019

Cost

as of 1 January 2018

Additions

as of31 December2018

Additions

as of31 December2019

Carrying amount

as of 31 December 2018

as of 31 December 2019

76,510

580

183,165 259,675

580

77,090 1 83,1 65 260,255

11,480 1 1,480

88,570 1 83,1 65 271,735

26,579

11,968

91,426

8,287

1 18,005

20,255

38,547 99,713 138,260

9,749 8,232 17,981

48,296 107,945 156,241

38,543 83,452 121,995

40,274 75,220 115,494

property and equipment of the Company at the carrying amount of US dollar 115,494 have been pledged as a

security for loans and borrowings as of 31 December 2019 (31 December 2018: US dollar 121 ,995) (refer to note

11).

Depreciation expense has been charged to administrative expenses (refer to note 14).

5 lnvestment property under construction

ln US dollar

Land

Building
under

construction Total

2,521,451 7,187,018

2,106,126

9,708,469

2,106,126

2,521,451 9,293J44 11,814,595

4,351,544 4,351,544

2,521,451 13,644,688 16,'166,139

2,521,451 9,293,144 '11,814,595

2,521,451

lnvestment property of the Company at the carrying amount of US dollar 16,166,139 have been pledged as a

security for loans and borrowings as of 31 December 2019 (31 December 2018: US dollar 11,814'595) (refer to

note 1 1).

The land included in the investment property was purchased from the Government of Georgia in 2011 , and the

use of this land has certain limitations related to investment obligations. On 26 December 201 1 the Company

signed a contract with the Ministry of Economy and Sustainable Development of Georgia (the "Ministry) for the

purchase of 8116 square meter land plot in the center of Tbilisi, together with buildings on the plot. The contract

prir- for the property was US dolhr 2,50O,00O, which approximates the fair value of the property at acquisition

jate pr,gr to tlre purcfrase. a traundobgi, irospital was operating in this property, and the contract with the

13,644,688 16,166,139:

Office
equipment Vehicles

,,l|l

,i ,,lli



statements

years from the acquisition date and atso to develop a commercial and residential complex. The coflrad abcrequired the company to make a minimum investment of US dollars lo,ooo,ooo for thedevelopments before-1 ']1uav 2015. Required inveslment was dMded into the following trancfEs: r.As doEs
3;?ffill,nffiT:1[3Ll';Tjf.lnar US dorrars 3,ooo,ooo to be invested in 20r3,-and rre renrrrs .rs
According to the contr-act, if the company does not meet in\restment obrigari:ns. it rmy beconc r*{e b certirpenalties' ln addition' if investment obligations are breached repeatedry, ure seiler (u," Gr,-rr-"a) tE tE ,rgrrto reclaim the property without any reimbursement to the Cornpany-
on 5 March 2013 the company and the Govemment signed an addendum b x're *'rtnad'anancrg trreinvestment schedule' According to this addendum, the oeaotine, for tle cornffiixr of rE rrr11i profle nredcdcenter and commercial and residential development was moved to 1 october 2015. The minirrrn irvesunenlamountwasrevisedtoUSdollarlo,62o,soo,dividedintotrancfiesasfollorys:USrtolhr 

t,,eimvylFebnrary
::Jrt ffii"J'?'J"t:1":X1f; 

r nusust 2014, us dorar 2,80e,0* o, , Febnrary 2015 an<t rernahi,s US dorhrs

on 10 March 2015 a new amendment was made to the agreed terms, whereby it is nor required that thecompany invest a minimum of US dollar 12,Oo0,ooo by 1 J;anuary 2017.The multi profile hetth@re centershould also start operations by that date. 
- -' ! vYrlvet' zv t ' ' I rt. rrrulu P'orle

As at 1 January 2017,lhe total amount of investment in the project was US dollar 10.5 million, instead of therequired US dollar 12 million' The obligation to launch operations of the multi profile hospital by the same darewas arso not furfiiled, as the reconstruuion of hospitar premises were yet incomprete. r

on 26 september 2017 National Agency of state Property issued letter to the company informing that due tonon-compliance with contract terms the fines of US doilars 1,0 zg,6z;and Georgian tad gz,ooo and a penalty ofGeorgian lari 220,000 were charged to the Company.

However' after negotiations with the government the fines and penalties were cancelle( (gonditionally) inexchange for increased investment obligation - in accordance with the Governmental ordinan ce #222g daied20 october 2017 lhe company is now o6tigeo to invest in the project at teast US dollar 17,000,000.
on 24 october 2019 a new amendment was made to the agreed terms, whereby it is now required that thecompany invest a minimum of US dorar 17,000,000 by 31 Decem ber 2020.
Deadline for the completion of the multi profile medical center and commerciar and/or residentiar deveropmentwas also amended and set at 4 Decembe,r 2o2o.According to tne tasi ctranges to the agreement, if the companywould fail to meet these updated contractual obligations all conditionally cancelled fines and penalties wourdbecome payable and new fines would also be charged. The amount of such fines and penalties is hard to estimatebut it may be more than Georgian lari 3 million (approx. US dollars 1.1 million). plus, in such case the companywould be required to return the whole property to the government without any compensation. *ris effectivelymeans that in such case the company wourd be unabrel0 continue operations.
Nevertheless' considering past experience and- attitude of Georgian government towards significant foreigninvestments in the country, such as this project.of sAYALI LLc sup[Jeo by the U.s. lnternationat DevelopmentFinance corporation (formerly known as'oprcl, tne managem;ni betieves the company wi1 again reachconsensus with the government and the timing for the project Jorpr"iion wiil be increaseo so ihat the project wi,not be terminated and the Company will contiiue operations.

(rr :r I 
::,6 Restricted cash

Restricted cash non-cunent represents amounts placed on a designated bank accq.rnt of the company, the useof which is restricted by the loan contract with OplC (refer to note 11).
Restricted cash current represents amounts placed oo a desenated bar* aoo,nt of the cornpany. the use ofwttictt is restrirred by the terrns of agreenrent wir. fr,e Govemmerr dGeoqll for rE pucfrase drand m whi,the muttifundirnal medi, cefller C*rng slsfucted (reftrto nG 5).



Advances paid

ln US dollar

Advances to employees for expenses (accountable persons)

Advances to suppliers

8 Tax assets other than income tax
ln US dollar

VAT asset
Personnel income tax payable

Property tax payable

I Cash and bank balances
ln US dollar

Cash in hand

Bank accounts

10.1 Charter capital

ln US dollar

Charter capital at the beginning of year

Contributions to charter capital

Charter capital at the end of year

11 Loans and borrowings
ln US dollar Current

As of 31 :s :' :'
December 2019 December 2:':

10,408

1,362,559

159

356,361

lri ,ii;i

,,,,lli

1,372,967 356,520

As of 31 December 2019 advances to suppliers mainly consists of US dollar 1 ,237,902 advance paid to the main
supplier of construction materials.

As of 31
December 201 9

As of 3'l
December 201 8

448,141

(52,880)

813,908

(574,547)

(115,234)

395,261 124,127

As of31 As of31
December 2019 December 2018

566

3,090,935
2,106

147,772

3,091,501 149,878

All of the Company's bank balances have been pledged as a security for loans and borrowings (refer to note 1 1)

Refer to note 20 for the currencies in which the cash and bank balances are denominated.

10 Capital and reserves

As of 31
December 2019

As of 31

December 2018

14,320,253

5,239,846

10,840,421

3,479,832

19,560,099 14,320,253

Non-current

As of 31

December
2019

As of 31
December

2018

As of 31

December
2019

As of 31

December
2018

Secured loans from other
companies 83,608 417,262 10,780,042 4,401.381

rlrt'lir



Secured loans from other companies

secured loans from othercompanies represents borowings received ftom by the U.s. lntemationat DevebprrcrrFinance corporation (formerly known 
". 

opicl. The roan-agre"r"ni*it oprc was signed in r,ray 2015 a,E rEmaturity date of the loan is 20 Novembe r 202g.

ff#ffiT ;ll,*,'3ffi,11'n"'nn 
or the development, consrrucrion, nftins out, and oo.,,to,., or a rroepre ro

The loan from oPlc is denominated in US dollars and cost of funds are sum of the oplc sread - uree ,'dthree-quarters percent (3.75%) and oPlc cost of Funds - n J ,.r," of interest deternirett pmr b aDisbursement in accordance.with the monthly average'U.s. Treasury constant Maturity yields- forure prwirscalendar month as published in statisticalr"Lrr" HJs (51g) of the ilard of Govemors of the Federd Resenresystem' or' if not published as of one tr) ausiness Day prior to the closing Date, as calcutated by optc usinghistorical data available for such ,ontii, taking into account toip*po""" of suctr determinati:n (a) the LoanMaturity Date and (b) the following constant maturities: (i) the $yeai Lt" in tn" case of a finar maturity date thatis at least '1 year but less than 5 years after the date of such Disbursement; (ii) the 7_year rate in the case of afinal maturity date that js at least 
-s 

y"rr. uut i"s, than 7 years after the date of such Disbursement; (iii) the 1Gyear rate in the case of a final maturity date that is at least 7 years but less than 10 years afler the date of such
fl::I;,Hl.;?,:?ffi :::"':;::1,'3,:il,1ifffi;;;;;;;;;;.," rhar is at,east 10 years bur not ,onser

The loan from oPlc bear a weighted average interest rate of 6.37% annually (2o1g:6.3o/oannualy) (6.3% - dis.1and6'42% - dis'2)' weighted average ereltlve interest rateisl.a2iiannuafly (2018:6.6s%annua,y).
The loan agreement imposes certain financial covenants, including financial ratio limits. rnese rJduiiements arer(a) The company shall main-tain at all times (i) a ratio of rndebtedness to Tangibre Net worth of not more than1'6 to 1' and (ii) a ratio of current Assets to current Liabilities or rot t""" than 1.1 to 1, each as measuredquarterly beginning with the quarter end immediately after 20 August2017.
(b) The company shall maintain at alltimes beginning with the quarter end immediately following the terminationof the Grace Period a ratio of cash Flow for t# most recenily compreted four (4) consecutive rutt Rscat quarters,taken as a single accounting period, to Debt service for the most recenfly completed four (4) consecutive fullfiscal qua(ers' taken as a singre accountin j ferioo, or not ress than 1.4 ro 1.

["]"il:il,rffix]"["",::i:1,:.H::,:^,,,T-?-.* l":":1,(a do,ar_denominated account estabrished in a
:ffil;]1,il:iliH:J"":::::?1:#;:"m*:*ili"^:ii:iftffi,"",i:;1i'^T:"li:;:',x3*"j#,;
:Ii',T,T'3:#:h:j"T,"J:""1::i,"j[:lf:i":*:::ltffiffiJ:;"";H:ffiffitJff,',:T#Iamount or Debt Service with respect to tne loan ro;i;l;il;ffi I}"J#ff;HffiT:J::]
The loan agreement imposes restrictions related to payments to shareholders. According to the loan agreementthe Borrower shafl not make, or incur any ooiigalion to make, any or tneioilowing payments:
(a) any dividend or distribution on any share of capital stock of the Borrower, including any reduction of capitar;

Sl"13;:,j:l;jill#:iJ'#;:'*::::::i,*11111.^,^"i:_'.: or th3 Borrower to or. ro, tnj,ue,";;;u
arm's-length basis; J,Ti"#:: J," :: Jil J: ;:ffiL "J,TIarm's-lenqth basis:

(c) any purchase' redemption, acquisition, or retirement of any shares of capital stock of the Borrower or anylndebtedness of the Borrower herd by any sharehorder or 
"ny 

nmrirt" of the Borrower; and
(d) any payment by the Boffower to, or on behalf of, any shareholder or any Affiriate of any sharehorder otherthan those in (a), (b) and (c) above, in"rrJing;v payment in respect of compensation, fees, sataries, bonuses,
ff"ffi;",T::fi ;:'d:'ment 

made on be-halr or anv strarenolJei or any emriate or any Sha;order thar is for

All the assets of the cornpany are pledged as a sea.rrity for fte ban fom oplc (rebr to note zt, 5, g).
The loan conhact requires abo cash guarantee whi$ b issued by Bnr( of Gcofgia Jsc- see dddrs h nde 6.Reftrto note 20 for nrore infurrmrbn abou lhe cornpant's eryqre b hE Est raE ,,d fueign onenry rists



rli,r

ln 2019 and 2018, bonowing costs incuned in the arnount of US dollar 763,371 and US M Sl2Jt
respeclively, were capitalized to the canyrng value of construction in progress classffied as investrnent propert,

12 Leases

Lease payments not recognized as a liability

The Company has elected not to recognize a lease liability for short-term leases (leases with an expected term
of 12 months or less) or for leases of low value assets. Payments made under such leases are expensed on a
straight-line basis. ln addition, certain variable lease payments are not permitted to be recognized as lease
liabilities and are expensed as incurred.

The expense relating to payments not included in the measurement of the lease liability is as follows:

ln US dollar

Short-term leases

2019

16,803

As of 31 December 2019 the Company was committed to short{erm leases and the total commitment at that
date was US dollar 10,375. Total cash outflow for leases for the year ended 31 December 2019 was US dollar
13,441 (2018: US dollar 12,200).

13 Trade and other payables

ln US dollar

Trade payables

Other

,,,Ii

No interest is charged on the trade payables.
exposure to foreign currency risk.

14 Administrative expenses

ln US dollar

Consulting services

Employee benefit expenses

Property and other taxes

Expenses on bank guarantees

Professional and property insurance

Penalty

Representation expenses

Depreciation and amortisation

li Rental expenses

Business trips and accommodation

Utilities

Fuel

Repair and maintenance

Bank service fees

Communication

Other

As of31 As of31
December 20'1 9 December 2018

129,252

503

2,339

129,755 2,339

Refer to note 20 for more information about the Company's

Year ended 31
December 2019

Year ended 31
December 201 8

317,867

306,242

1 55,1 46

53,375

27,604

27,064

25,791

18,445

16,803

12,648

11,055

10,510

9,048

5,766

5,571

76,325

230,007

462,383

75,744

54,848

4,412

1 ,816
17,707

21,497

16,646

65,051

10,345

7,029

2,113

3,470

6,420

5,588

I

1,079,260 985,076



15 Finance income and costs
ln US dollar

lnterest income on short-term bank deposits
lnterest income on loans to retated parties
Total finance income

ln US dollar

Financial assets at amortized cost
Financial liabilities measured at amortized cost

Year ended 31
December 2019

32,935

17,479

fi,414

During the year2019 and 2018, Finance costs incurred in the amount of US dollar 763 37", arc i,S j: .- aa- 2:l
i:"1:::::*Yif" "'o't""'ed to the carrying value orconstruction in prosress crassified as ,ves:.:-e^: :-:!.:.

16 Loss from exchange differences

Year ended 3'l
December 201g

Year ended 31
December 2018

(12,015)

5,308
(s9,7s7)

(6,707)

17 Subsequent events
The coVlD-19 outbreak.has developed rapidly in2020,with a significant number of infections. Measures takenby various governments to contain rhe virus have affected 

""onoi.,i" 
activity.

At this stage, the impact on company's business and results is limited. The company will continue to follow thevarious national institutes policies and advice.

Refer to note 18'2 which describes that there is no material impact of coVlD-1g on the company.

Critical accounting estimates and judgments
Estimates and judgments are continually evaluated and are based on historical experience and other factors,including expectations of future events ttrat are believed to oe reasonable under the circumstances.

18.1 Critical accounting estimates ill'li l, 
;i

The company makes estimates and assumptions concerning the future. The resulting accounting estimates maybe different from the related actual results. ihe estimat", ,ni ,"rrrfilon, that have a significant risk of causing
;#1:'''' 

adjustment to the carrying amounts of assets and tiabirities'*iinin m" next financiar year are discussed

Market interest rate

Management has estimated market interest rates which are used to evaluate fair varue of companys finan.,arinstruments' changes in market interest rates may affecl reported amounts of financjral [at lit es and frrarce

18.2 Key assumptions concerning the future
The ability of the company to continue operations on a going concem basis depends si$ifi"'"dy or ts a*c. Ecomply with the investments obligations set in the contract with the Govemment of cr€o'gE for trE gu=...ese ,land' on which the company is constructing a multi profile healthcare center (refer to nde 5,t
As mentioned in note 5 the company has failed to meet contractual commitmerts 3 tines ad;re 

"o.".ar -n?I;l,i::*er 
each fail, so that investment obligation increased from initiat us doflars 10,r-on b us dora.s

1B

(11,43q)

(71,173)



At the last revision of contract terms, the deadline for the investment and for the completion of the mfi
medical center and commercial and/or residential development was set at 31 December ZO2O.

According to those last changes to the agreement, if the Company would fail to meet these updated contractud
obligations all conditionally cancelled fines and penalties would become payable and new fines would also be
charged. The amount of such fines and penalties is hard to estimate but it may be more than Georgian lari 3
million (approximately US dollars 1.1 million). Plus, in such case the Company would be required to return the' whole property to the government without any compensation. This effectively means that in such case the
Company would be unable to continue operations.

Nevertheless, considering past experience and attitude of Georgia government towards significant foreign
investments in the country, such as this project of SAYALI LLC supported by OPIC, the management believes
the Company will again reach consensus with the government and the timing for the project completion will be
increased again so that the project will not be terminated and the Company will continue functioning. Therefore,
the management believes that the use of going concern basis in preparation of financial statements as of and for
the year ended 31 December 2019 is appropriate and no liabilities or provisions for penalties should be

iri[ ' recognised.

However, if the Company management's expectations turn to be wrong and the Company fails to meet
contractual obligations all conditionally cancelled fines and penalties will become payable and new fines will also
be charged. The amount of such fines and penalties is hard to estimate but it may be more than US dollar 1.1
million. Plus, in such case the Company may be required to return the whole property to the government without
any compensation. This effectively means that in such case the Company will be unable to continue operations
on a going concern basis.

As described in note 17, outbreak of COVID-19 pandemic in the beginning of 2020 impacted global economy.
' 

Based on the facts and circumstances known at this moment and the possible scenarios about how the COVID-
19 virus and resulting government measures could evolve, management has determined that COVID-1g has no
material impact on the Company and that the use of the going concern assumption is warranted.

Based on the circumstances described above, the financial statements are prepared on the assumption that the
entity is a going concern.

rli 19 Financial instruments

1 9.1 Significant accounting policies

Details of the significant accounting policies and methods adopted, including the criteria for recognition and the
basis on which income and expenses are recognized, in respect of each class of financial asset, financial liability
and equity instrument are disclosed in note 3.8.

19.2 Categories of financial instruments

The carrying amounts of financial assets and financial liabilities in each category are as follows:

Financialassefs

ln US dollar

Amoftized cost
Borrowings issued

,ii i ii , Restricted cash

Cash and bank balances

Total financial assets

As of 31
December 2019

As of 31
December 2018

rlil
176,761

2,091,775

3,091,501

265,000

200,000

149,878

5,360,037 614,878

Notes to the finr:



Financial liabilities

ln US dollar

Amoftized cost
Non-current loans and bonowings
Current loans and borrowings
Trade and other payables

Total fi nancial liabilities

As of 31 December 20.19

Financial assefs
Cash and bank balances

Financial liabilities
Trade and other payables

Net position

Item

As of 31 December 201g

Financial assefs
Cash and bank balances

Financial liabilites
Trade and other payables

Net position

Georgian lari

9,582

As of 3i
December 20i9

10,7n.U2
83,608

lm,755
10,993,405

20 Financial risk management
The company is exposed to various risks in relation to financial instruments. The main types of nsks are marKetrisk, credit risk and liquidity risk.

The company does not actively engage in the trading of financial assets for speculative purpgses nor does itwrite options' The most significant financial risks to which the company is exposed are described belorv

Financial risk factors

a) Market risk

The company is exposed to market risk through its use of financial instruments and specifically to currency riskand interest rate risk, which resurt from both its operating and investing activities.

Foreign currency risk

The company undertakes certain transactions denominated in foreign currencies. Hence, exposures toexchange rate fluctuations arise.

Foreign currency denominated financial assets and liabilities which expose the company to currency risk aredisclosed below' The amounts shown are those repo(ed to key management translated into US dollar at thecloslng rate:

Item

ll' l

Euro

317
9,582 317

2,085

2,085

7,497 317

Georgian lari

.a -::



t\u--: . _ :

The folloning table details the Company's sensitivity lo a 15oh (2018: 15o/o) increase and decreae n
against Georgian lari and EUR. 15% (2018: 15o/o) represents management's assessment of the pcse
in foreign exchange rates. The sensitivity analysis includes only outstanding foreign currency
monetary items and adjusts their translation at the period end tor a 15o/o (2018: 15o/o) change in foreign orrer
rates.

lf US dollar had strengthened against Georgian lari and Euro by 15o/o (2018: 15%) then this would have had the
following impact:

ln US dollar

Profit or loss

Georgian lari impact Euro impact

(1,125) (6,898) (48)

Exposures to foreign exchange rates vary during the year depending on the volume of overseas transactions.
Nonetheless, the analysis above is considered to be representative of the Company's exposure to currency risk.

lnterest rate risk

The Company's policy is to minimise interest rate cash flow risk exposures on long-term financing. Long-term borrowings
are therefore usually at fixed rates.

The following table reconciles the average contract and effective interest rates:

2019 2018 2019 2018

llrlll

rlir

2019

Liabilities

Secured loans from other companies

US dollar

2018

Liabilities

Secured loans from other companies

US dollar

Average interest rate

Contract Effective

7.820/0

Contract Effective

6.3% 6.65%

b) Credit risk

Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in financial loss
to the Company. The Company is exposed to credit risk from financial assets, including cash and cash
equivalents held at banks, borrowings issued.

The credit risk is managed on a group basis based on the Company's credit risk management policies and
procedures.

The credit risk in respect of cash balances held with banks and deposits with banks are managed via
diversification of bank deposits, and are only with major reputable financial institutions.

Borrowings rssued

All the Company's borrowings issued measured at amortized cost are considered to have low credit risk and
the loss allowance recognized is based on the 12 months expected loss.

c) Liquidity risk

Liquidity risk is the risk that the Company will be unable to meet its obligations.

The Company's policy is to run a prudent liquidity management policy by means of holding sufficient cash and
bank balances, as well as highly liquid assets for making all operational and debt service related payments when
those become due.

6.37o/o

Average interest rate



to the financial

The following table details the company's remaining contractuar maturity for its non-derivative finanqar riabiritieswith agreed repayment periods. Ttre tabte n"r L""n"or";;r, d;lr rn" undiscounted cash floua of finanoar
lfr:'J:T:ffi:fl"]!"."""ffffi:date on 

"ni"t'-tn" companv can be required to pay. rhe tabre indudes bodr

2019

Weighted average effective
interest rale (%)

Less than 6 months
6 months to 1 year
1-5 years

More than 5 years

2018

Weighted average effective
interest rate (%)

Less than 6 months
6 months to 1 year
1-5 years

More than 5 years

Non-interest
bearino

129,755

Fixed interest rate
instruments

7.82o/o

387,058

367,058

9,633,302

4,723,807

516,813

367.058

9,633,302

4,723.807
129,755 15,111,225 15,240,980

Non-interest
bearino

2,339

Fixed interest rate
instruments Total

6.65%

422,068

442,068

4,320,682

2,592,409

424,407

442,068

4,320,682

2,592,409
2,339 7,777,227 ii4fff ,

Jfi,:r",ffi}:T',i::T::::ted 
cash flows rrom nnanciatassets in assessins and manasins riquidity risk,

21 Fair value measurement 1"', 1,lrlili

lnn:lr:fi:"r'":T,Tf,1,'"'i,:tl'.::::'::lll,::1,.,r"^'5:i: measured subsequent to initiar recognition
:lJi:::lf;":;"Jffi: 

into Levers 1 to 3 based on the desree to which*:',H::,::t:Xt*"#:X[Tl,:,"JilH:are described below:

Level 1 - fair value measurements are those derived from quoted prices (unadjusted) in active marketsfor identical assets or liabilities;

Level 2 - fair value measurements are those derived from inputs other than quoted prices included

ru:":,i:?;r11,il:JlffX"tre 
ror the *"t o," riabiritv, eiiner oirectrv (i.e. as prices) o,. inoi,"ctry

Level 3 - fair value measurements are those derived from valuation techniques that include inputs forthe asset or liability that are not based on observable market data (unobservabre inputs).

21'1 Fair varue measurement of financiar instruments
Financial instruments measured at amottized cos/ for which the fair valLte i,s3 _< j :,..1
The"carrYing amount of the company's borrowings are considered to be a reasonable a::-: , *?- r- ,l- u .=

The company has borrowing issued with fixed interest rate of 6%. The carryino a-3_-: :.::--:,. -:: ::-:.:which are measured at amortized cost approximate their fair values

21'2 Fair varue measurement of non-financiar assets
The Company has no non-financial assets measured at fair value as of ?1 i_-^^_^--2019. s. ,e,, vo,us oD u, J | -e__aa- t_. = =-: l. l=_.:_:=
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22 Capital risk management
The Company manages its capital to ensure that it will be able to continue as a going concerl^ a-: :-:" :r
adequate return to stakeholders.

The capital structure of the Company consists of equity comprising charter capital and accumulated loss and
debt, which includes borrowings disclosed in note ,1 

1.

Management assesses the Company's capital requirements in order to maintain an efficient overall financing
structure while avoiding excessive leverage.

The amounts managed as capital by the Company for the reporting periods are summarized as follows:

,lil
, rll

ln US dollar

Totalequity
Less: cash and cash equivalents

Capital

Total equity

Borrowings

Overall financing

Capital to overall financing ratio
'lli

As of31 As of31
December 2019 December 2018

12,419,980
(5,183,276)

7,236,704

8,215,687

(349,878)

7,865,809

12,419,980

10,863,650
8,215,687

4,818,643

23,283,630 13,034,330

0.31 0.60

23 Commitments

23.1 Contractual commitments

As described in notes 5 and 18.2, the Company has investment obligations related to the land parcel purchased
from the Government of Georgia. ln accordance with the latest amendment to the investment contract, it was' required that the Company should launch a multi profile healthcare center on the basis of the property purchased
from the Government no later than 31 December 2O2O and should invest a minimum of US dollar 17,000,000 in
this project.

According to the last changes to the agreement, if the Company would fail to meet these updated contractual
obligations all conditionally cancelled fines and penalties would become payable and new fines would also be
charged. The amount of such fines and penalties is hard to estimate but it may be more than Georgian lari 3
million (approx. US dollars 1.'l million). Plus, in such case the Company would be required to return the whole
property to the government without any compensation. This effectively means that in such case the Company

il , would be unable to continue operations.
irll

For more details on the commitments see also notes 5 and 1g.2.

WB Bank JSC has issued financial guarantee for the amount of US dollar 1 ,700,000 in the name of the Company
for its liabilities towards Government of Georgia.

24 Contingencies

24.1 Business environment

Georgia continues to undergo political and economic changes. As an emerging market, Georgia does not
possess a developed business and regulatory infrastructure that generally exists in a more mature free market
economy. ln addition, economic conditions continue to limit the volume of activity in the financial markets, which
may not be reflective of the values for financial instruments. The main obstacle to further economic development
is a low level of economic and institutional development, along with a centralized economic base, regional
instability and international economic crisis.

Deterioration of economic situation of countries collaborating with Georgia led to the shortage of money transfers
, from abroad. upon which the economy of Georgia is significantly dependent. Further decline in international



prices of mining products, uncertainties due to possibilities of attraction of direct capital investmenls. inflatiocmay lead to deterioration of the situation of Georgian economy and of the company. However, as the number ofvariables and assumptions involved in these uncertainties is big, management cannot make a reliable estmateof the amounts by which the carrying amounts of assets and tialitities of the company may be affecred
As explained in note 18'2 and 17 in the financial starements, outbreak of coVlD-19 pandemic in the begrmngol 2020 impacted global economy. ln addition to the already known efiects, the macroecorpmrc unoerta,tycauses disruption to economic activity and it is unknown what the ronger term impact on companys hsinessmay be.

Management of the company believes that in the current conditions appropriate measures are impbrnented rnorder to ensure economic stability of the Company. 
o'" 

,.,

24.2 lnsurance
The Georgian insurance industry is in its development stage and many forms of insurance protection common inother parts of the world are not yet generally available in Georgia. the company does not have tull coverage forits business interruption' or relating to the company operations. Until the company obtains adequate insurancecoverage' there is a risk that the loss or destruction of certain assets or environmental damage could have amaterially adverse effect on the company's operations and financiar position.

24.3 Taxes

The taxation system in Georgia is relatively new and is characterized by frequenfly changing legislation, which isloften subject to interpretation. often diliering interpretations exist ,rong various taxation authorities andjurisdictions' Taxes are subject to review anj investigations by tax authorities, which are enabled by law toimpose severe fines and penalties.

These facts may create tax risks in Georgia substantially more than in other developed countries. Managementbelieves that it has adequately provided for tax liabilities based on its interpretation of tax legisffiligp. Hor,yeyer,,the relevant authorities may have differing interpretations and the effects could be significant. ,l r ,, ll,

24.4 Environmental matters
Management is of the opinion that the company has met the Government,s requirements concerningenvironmental matters and, therefore, believes that the company does not have any current materialenvironmental liabilities' However, environmental legislation in Georgia is in process of development andpotential changes in the legislation and its interpretation may give rise to material liabilities in the future.

25 Reconciliation of liabilities arising from financing activities
The changes in the Company's liabilities arising from financing activities can be classified as follows:

ln US dollar

as of 1 January 201g
Cash-flows

Repayments

lnterest and fees paid
Non-cash

lnterest accrual

as of31 December20lg
Cash-flows

Proceeds

lnterest and fees paid
Non-cash

lnterest accrual
as of31 December20lg

Loans and borrowings Total
5,286,914

(631,579)

(403,986)

fi7,294

5,286,914

(4O3.S6)

$7.81
4,818,643

5,885,421

(6Cx1.785)

7G!,371
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26 Related parties

The Company's related parties include its shareholders and key management.

26.1 Control relationships

The Company is controlled by Azercon Holding LTD, a limited liabillty company established in United Arab

Emirates, which owns 90% of the Company's shares. The ultimate controlling party of the Company is Mr. Ganbar

Gurbanov, citizen of the Republic of Azerbaijan.

26.2 Transactions with related parties

During the reporting year the Company had the following transactions with the related parties:

ln US dollar

Transactions
Year ended 31 Year ended 31

December 2019 December 2018

Shareholders

Acquisition of goods and raw materials 75,000

26.3 Transactions with management and close family members

Directors of the Company and their close family members as of 31 December 2019 and 31 December 2018 had

no significant shares in Azercon Holding LTD.

Key management received the following remuneration during the year, which is included in payroll and employee

benefits.

ln US dollar

Salaries and bonuses 186,662 84,010

Year ended 31 Year ended 31

December 2019 December 2018

'irillr

liilh

The financial statements

Agalarli Sohrab

Director

**'Endofdocument***

30 September 2020 by:

Yusibov Orxan

Chief Financial Officer

l
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