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6500 BMEwo G®6BoEdo 59 61
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b 10,430 11,377
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396000mo0bL dmEwmlb BEMmd0wOo Bspo Mol gbmdobssos:

0056800 sy 36HTo 31 g399d9Mo 2019 31 93938960 2018
588 oMo 6,923 5,163
Joonmaro wsto 3,436 6,131
Ubgo 71 83
Lo 10,430 11,377

14 Lsfigbeogdm 3930¢swo

Lofglgdm  3030@owo  [oMmdmoyabl 335600l  ©xMdbgdol  ©M3IMIGBEIE05d0  FomMOMGIMO

39303 5¢0l bndobseme m@gbmdsl.

2019 §ogb xawyxnds godmoabos 9d3ombgMgdbg 2ols3gdo 030YbEId0 4,248 5ol WOl MEIbmdom

(2018: 1,907 ¢ms6:0).

15 5emgdremo Lgbbgdo

0056800 sty (360 31 93938960 2019 31 939389600 2018
8609350560

©53538000dmwo0 8bsgd0b s0d Mo Lglibgdo 1,175 -
530656LM0 0BLEBHOEGHME IO s©0gdMEo Lglibgdo - -
Urem Lglibgdol gMdgergswosbo bsffoero 1,175 -
dodoobstg

093538069 FboMggdoligsb smgdyao bgbbgdo 75 -
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Legem Lglsbgdols dodgobstg bafioero 75 51,765

srgem 1,250 51,765

16  8obsblvyMo Lygd096MINWB FoMBdmMBMdOEIO 33emEYdXEPgdYdOL gEIMJDS

d390m» dmEgdue gbGowdo 6583969805 $obsBLMEMO Loddosbmdom FosmImImdowo 35¢adMEgdgdoL
bowoBo s XaMBoL  RB0bBLMOO  Lodd0sbMdOED  FoMBMTMdOwo  35¢YIMGdIOOL  BMIGSMBS

0000Mmg FoMdmagbow 396H0m©Tdo. 59 35¢rEYdrgd9ddo dgol ol 399693900, HMIWGOOE BYIESOO
653500900 5656008390580 glyE0s Gobsbliry® Loddosbmdsdo.

SQPBTEO BoogsGo
30056028000 sy CM5BHT0 Bgbbgdo  33argdriergdgdo
350000 BobablMo Liogdosbmdosh 1 0sbgzsto 2018 57,220 -

| 350 653500900 25005bEOoo 3MM396EHOL QoM | (6,822) | (61) |

OMOEbMo 3Om396¢0 4,352 766
36396¢0b goobo (4,795) (766)
L5FoMMNEW0sb0 VOMYPOEJOOL (33¢P0MGDS 152 -
3530l 3533000 450390 30:609JBH0MGdIO0 1,658 433
1b3o 9MOBMWSEO (33E0CJOJOO - 17,617
350PPIm9dgd0 BobsblryMo Lisddosbmdogsh 31 @g398896o 2018 51,765 17,989
aboo LEebaM@gdol domgds - 178,264
35EEYOIEgBgd0 BobBLHO Lg8osbmdOEsE 1 05bgs60 2019 51,765 196,253
B350 653500900 2509bEOwo 3MMm396EHOL QoM (50,072) (1,588)
OMOEbMo 3Om396@¢0 376 16,067
36m396¢0L 2osbs (493) (16,067)
0x 560l 305035300l 9B39dG0 - (688)
L5359 EM B0 (326) 14,233
35emqJ0¢gdgd0 BobsblivyMo lagdosbmdogsh 31 ©g39ddgmo 2018 1,250 208,210
17 1535360 s Bbgs goslisbgmgdo
300508002 36309 cvstrdo 31 g39dd96Mo 2019 31 ©939989602018
15353OM FosLobIWdo 22,031 19,125
IMOEHMO oW JOIEGOJOO 437 317
by gobsbliry®o 3oemegdmemgdgdo 22,468 19,442
30090990 5356L9d0 878 555
©IMOEHYWO 156539GHMBgems d96gB0EHIVdO 292 465
006 Logoalisbom 3oe©YBdWYEGdS - 494
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19,265 omlo oMol mgbmdol  (2018:

©96m3oboMgdmwos MEbmME 35¢Esdo.

18 399mlsgsgro LsbiGwdtmgdols dmalsbyyMgdosb

030 @oM0)  LogoFMm  Asolabgwmgdo

50300800 5G9 r3HGTO 2019 2018

899mbog5e0 6mIMY006 ©s bogmbxagmgbiom 37,212 37,071
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1533900b5 s LobidgErol ogoazs 16,151 19,048

399mb35e0 L3ssb 1,907 1,820

89005350 0mbolidogdgdowsb 935 809
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Ly 8980b5350 LsliByBHhemgdol BmBlsbrMmgdoEsE 57,772 60,208

LbgoslbZS AJMYMBOME M I53090Dg B0wgdNEo Fgdmbogawro oym:

50300800 5G9 r3HGTO 2019 2018
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50300800 50 HTO 2019 2018
©OH™ol dmdgbEdo 16,151 19,048
Mo 356353wMmdsdo 41,621 41,160
Ly Bg8ebagsgno 57,772 60,208
19 LsbiEvdmmgdol Lsm3gMagom batxgdo

30056028000 oI CM5BHT0 2019 2018
LolBwyIO™b FoG30L Logmdobom* 5,052 5,269
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300bsermEo batxgdo 2,178 2,223
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Legem Lobigdtmgdol Loc3gmsEom batxgdo 26,657 25,672

* bob B0l 396530980 8560930050300, 3395380 G90535¢10 3063980 ,,G9DOOMG 3099l 0ryggo cvododgol“
IM39¢He02)Bs0 9056 Fs030b bsRslbey®b. Osoz0b bsRslboytro 33¢7s05 05 806985 bsbhoaderels
bsm396Gs300 dggs980l dobgz000.

3Gx3qboreo  dmdbobmmgdol bosbxo 0moEsgl 222 sool oL (2018: 170 smslo) - Mg Mol
3©0GHMM0L/5990GHMOOo BoMIoL Jogh 4FIMWo 59oG0LS s Bb3s 3GMmEBgbowmo dmdlsbr@gdol
LoggolOL  BMWOPEBHMNO SOMHOEHLZOL, S6yMHOTRIOOLS s sMOEOL dglobgd LodsMmzgEml 306mbol
39L50500b.

20 §00bgs 3obsblmeo btk gdo

0030028000 56009 (30 2019 2018
Lo3OHMEYBGM FgBMULZsw0 g5398v9 bglibgdbyg 2,707 3,845
Lo3M 396G M F98mbogso Bodsb3m sbysM0dgdbHy 207 184
2393G30m0 39MHLOL (33¢0gd0m J0MYdIYO - 324
30,905/(BoMo¢0)

0X5MOL 35¢0gdgdOL IMOG0 353000 J0MYdIEO 1,006 -
999mbogso

30656 gdmbagseo 3,920 4,353
L53MMEgbE™ batrxo s9ME0DIOMO VOMYPIMWIOON (376) (5,274)
aLobrye gobsblv® 35¢EYdMgdgdbY

L3OME9BEHM boMx o LEoK SOHM 5O Gd9d DY (16,067) -
D360 3539970 Ligbbgdol 1533060390 (2,299) -
3005MJBOLOL

Lo3MEOLE Botrogro, Hdobwo (11,301) -
R0bsblryMo botyo (30,043) (5,274)
$90bgs BobsblsiryMo dgdmlssgsero (26,123) (921)

21 306Hmd000 35¢IdMEYdgd0

bsBsG0rng86030 ©33980. OMEIEOOHM, d0BBILOL HZgMEGdGHOZ30 F0dEOBIMYMBOLLL, XyMBO 0LIOL
396033971 Lohogmgdl. 13m0 3OHMABMBYdOLS s Fos s A9 3MMBILOMO 3MBLYEESEGO0L
bo53d39e by, 9969%g6GH0 oMFIMbgdME0s, MI LoB03MYPOMB 3538009000 JMBLMEOEOMmYdWE
530656L6 569960890580 5005MGOMEO MHYBIMZGOOL oMo FolidEHedMHo H35MRJd0 dmbaermobgo
56 560,

bs3m60Gsgdm ©@s 306eBom0 35¢r@I0rImg8980 — 0xsMs. XyIRIo Tgdsgoew 3oMmgodl d3L 0990
M3960g0G0by 30335606 (dsmTol LobBMBGML Jgbmds) s Ll 60wy 3mEHIwmsb (mdowobol
LSLEGWIOML TgBMBS) JoRMOTGOMEo 543l 3MIJOHEOWOo LsoxsOM Tgmsbbdgdgdo. oxsMs 49 ferol
390Md  2dRMMIJOM0,  bgedq3zMegdedo  gobobeadol  mgEool  aoMgdy.  bgawdg3trergdgdo
0960806069305 598 MmErs®do.
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561595099990500 LsM3JMSE30M 0X5MJO00 FMT35¢00 F0B0TSEW MO BEOKSMM FoIBEYIOS:

50560800 J5(50049¢m 3HTO 31 g399dyto 2018
065 9300690 1 fHerobs 14,112
1 §erob 9999 s 565 Ma3069L 5 Farols 56,591
5 ol 999099 565,475
boe 636,178

22 gobsblvymo Golgob dsmomgs

X29930L doaboom GHobIoL oGN30l BMbI30s bmME0gwgds B0bsBLME MHoLZGdBY (LogMgodMm, badsbO®
5 033000Md0L M0L3Y00), Lom3gMs30m MolZgdBY s LEsONWYdIMH0Z MHoL3GODY. BobBLYGO MOLZoL
o030l 316300l B0ogzsM0  s0Mm35Bgd0s  MOLZOL  BoMYWIdOL oy bs s  TgBgy  0dol
MBOHMB3gwymgs, M 3mGHIBEoMMmo  DoMowo  smbodbMm  BoMywgddo IMRIL. Lom3gMsEgom s
L53sMHNWGdM030 MHOLZOL FoMM30L BmbJiool Fobsbos Fos 3MmEoEH03gools s 3MMEFIEIOJOOL
Lomsbsmo 3mbd0mboMgdol Mb@mbgzguymas, Goms 800 dmbEgl Lom3gMmsEom s BodsMMWIdGOZ0
M0b3gdol d0bodmdsdg 9d0cgds.

bs39000m Golizo. xRy 9nddgogdl bszhgodm Moblo, Moz Mol 0dol Golgo, Mmd 3obsblrmGmo
0bLGHOMIGBEOL gBmo FBsMY 35O gdOL FGMLEMEIIWMBOM Fodmofjgg3l IgmMg dbsol GobsblivyH
DoMol. LozMgEo@Mm Mo ZAsdM3zmobgds BBYds Xamnol Jogh 3mbE™9bEJI0LIMZ0L dmdLobm®mgdol
1536M9O0GHM 30MHMBJOOM J540E30LS s bbgs GHEMbbogd30gdol G9wgyo®, MMmImwgdoa 530656LE 5d@o39dL
§om3mInd.

X3980L  35gJLoToEMMO  LogMgEOoGM  MOL3ZRedMgobgds  s0bIbgds  BobBLWGMO  dYMTsMgmdOL
2B 50000530 Im3930 B0bBLYOO 5@ 03900l LEdoWBLM oMYdMEgdqddo.

Us309008m  Gobob  Js03gs. 1LOIMIVOGHM MHOLIO SMOL XaRoL doBbgLDBY dmddgo gOPIOMO
malbgowgbio ®olb3o; 5dgbs, 99bgxTg6EH0 4MH90Mgd0m FoMm™s3L Lo3MIOGHM MOLIOL FodmgEobydsls.

Lo3M90GHM HoL3oL Fgxsligds dobo JsGmzol dobbom Mmoo 3MHm3gL0s s IMmEYEYdOL sdmygbgdals
399obbIMdL, G0 Molgo 35GOMIBL BsBOOL 30HMBJIOL, JmbowmEbgwo BMwso B5350gd0Ls ©s
©@MHMOL 3313e0L Fglsdsdobo. 59303900l 3MMEARIOL LozMgEoEM MobIoL TgBsLYds s3MJmN3Y 033l
©IBM@EHOL  5EBdsMMdOL,  Tglodsdolo  boMowol  3mgn030g6EJI0L s  3MBEHMR96EHIOL  FmGol
©IBMEHIO0L 3026095300l JoobYOMm0TYSL.

®olbz0l  m080dg80. XJYMBO  Lo3MJoGM  MoLZoL  LEHOMIGHWOODIBL bl  3MbEHMYIBEJO6
900560090580 Jobomgdo  Mob3oL  MmEIbmMdYPPDBY odo@gdol  ©sfgbgdom, MmIgmwmsz 89bgxdgbGO
M9FMWIOMWI®  59BHI0EIOL.  3MBEMORIBEJOOL 533500  MHOLIJOO  YMMOEPYd0sb  ImboGmMobyl

9939900056905 Q5 39MHOMPYICNIQ JIWOI0HYYO.

Lo3MgoGHM  odo@L  59bowoHYIL s  98BIoEIdL  B9bgxTgbGO. LSIMILOFB™M  MoLIRsM3E0bgdoL
dmboBm®mobgyol doBbom 0ddbgds Mgamstwo dmbligbgdgdo, HM™MIWwgdog 3wogbdgdol 1obsblvmo
0563969000l 9BoewoBl  g8dbads.  b6gdoldogMo  0bFGHgModios  oLgm  3W0gbBHGOMb,  “MIgms
153M9OGH™ bo®obbo 1sMgbgds, dmgbligbgds 89bgxdgb@L, M®Igwor Lsgzombl s3m{agdL. xaMzoL
bgeddmgsbgemds s0mfdgdl  3mbFGHMoaabGHd0L  BoB39bgdegdl s 95300905l sbgogbl
390925300 BoEabligdby.

dmbsemmbgemo  bsgtgoodm bstsemolb (b)) ggsligds. dbB s6Gol gmarol 9mdszseo  @IBoEoG0L
0000boMg 0Ol SEBdoMMdsBY  Fgfimbowo  gosbye®modgds  (sbvy  Lsdmowrem  dgfimbogro
153609O0GHM DoMowo, Lowsg dghmbzol 3mgxn03E0g6GI® 498m0Yygbgds FmEgdmw 39MH0M©T0 IBMEWEGHOL
dgbodsdolo Holggdo). AbB Fgxroligds 8039MAMIBI0s S ©EH0bEGds Fgloderm Fggaqdol domgero
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139dBH®oL Fgnoligdom. B Tgxoligds 9uwydbgds XyBA0 A50MmYgbgde mmb 3m33mbgbEL: IBMMEOL
5EdIMMBY, MHOLIASIMZE0D69ds IRMMWEHOLLL (M), BIMVWO EIBMWEHOL dgdmbggzsdo (D) o
©0oL3MmbEGH0MgdOL gob65339m0.

M  9MoL  0mBoz35¢0  IBMEEHOL  MIM0Wdo  M®0oL3IRTM3E0bdOL  AssbyeMm0dqds,  MMIgEdos
db9390mdsdo  Foogds  LosbysM0odgdm  3gMomol d9dEgy  MolZAsdM3wobgdsdo  dmbswwmobywo
33Wogdgdo, o FmEOL, doMo msbbols s 3MMEgbGHOL ©oBIM3s s ImboMwo Lglbgdol
dboem©bgero domgds. EIBMEEAEHOL sEBIMMBS 5MOL 0T0L Fosbys®0dgds, My M8 bogsMsrIEMo
M99 3900mEAdo  EIBMMAEOL ©oEEMds. DI Mol EgBMEEOL dgdmbgzgzsdo HoMmImdmdowo
DoM5e0l 255695000905, 0L gx3dbgds Lbgomdsl Jobowgd Labgwrdn3zMregdm b5350gdLs s 00 FYWsE
65350090l FmMob, HMmIol domqdslisg 4o8LglbgdgEro 356M9EMBL, 50> FmMOL, “YHBOHWB3gEYmMBR0IHL. ob
B39 90603 250Mm0bsEgds MMM 3 Ma-ob 3MMmEgbEo fowo. dmbowmobyumo Bs®owro dodobsmy
©0Mg0Mgd59g ©OLIMBEH0MEYdS LsbYsM0TygdM 39M0MEOL dMEMb. EOLZMBEH0MIBOL 4565339005
399m0ygbgds  50bsbly@o  0bLEGHMWIBGHOL 9gBgIGMOO  LEdOMEIBEG™  dsbs3zzgmo  (gby) b Tsboob

905bEMmgdmEo o6533900.

9969x096E0 9bIbL sMHlY8mBoL Jsbdoer by FbB-ob IMEYEOMOSL, 96w 08 BoGsErol dMmEIEoMgdsl,
MIgoE 8000gdMm©s 30bsbLMo  0bLEHMWIIbEHOL sMBgbowo 350l Bsbdowby yzgms Fglodem
©IBMEHOL bmdowgdosb. 12-0030560 B Fodmoyqbl 30656LmE 0bliGHMIgbE DY sOLYdMdOL b-
ob 00 Bsffol, Mg 8000IdMEs IBMMWEOL bEMINEgdgd0EB Bosbys®odagdm 3gMomol dgdwgy 12
0300 296053emd580 96 B0bsbLMMO 0bLEHMMIIBEHOL sMPYbowo 35Ol 256353wMdsdo, vy ol gMom
foofjoby bogargdoo.

b, MHmIwgdog 9gbgxdgbEs dgoxzsbs Fobsdwgdstg 3mblmEoomgd o gobsblbrMmo sbas@odygdol
doBbgdoLomM3z0L, MOl OMOL gMo dmIgbEdo 939900 Fgxslgds s oMd (303G FgRolgds,
MO0Igwoi  M9amEomqdol  dobbgdolbsmzgol 3mads. 98 9gxoLgdsdo  4sdmygbgdmeos LadMMmabmbm
0bg3m®Bo309, 9B LB sbobogl  Logbgwoo@m ®ob3bg dmddgo doMomso  F530Mm93mbmdo3MMHo
(33X29JO0L 5EBMNMBSBY gfimbogn gobgz0mamgdsLs.

©IBMWEHOL  5¢doMMBOL  FLoROLIIWI® XFMBO  OIRMMAL  gobloBP3ZMOgL  GMYMOE LoEwyogosl,
Mol EOHML HOLIRSFM3w069ds 53059Mma30gdL gMo b dg@ 9999y 3M0GIMomal:

® 350093500530 gds Alglbgderol Lobgedg3Megdm 3ssbadHg 90 wgbg dgBE0s;

e dLglbgdgero 530594mMmx0EgdL 45IbEOL Bs3egds Fmbowmbiwmdol 3M0@gM0wgdgdl:
0 dbglbgdgro ASMEI0(335W0s;
0 dbglbgdgero A5sbEOLKMbsMIMY; s
0 bogsMmomm bgds, Mmd dLglbgdgwo s0figgdl 3o3mE®Mmgdol d3Mm3gLb.

29635M@Fgdolb  BoBbgdolomzgol,  xaMBds  LEOMSE  JoLOEIYS  EIBMWEHOL  ABLBMZMGDdS
36900GMJGOM0  5gEH03900L  2oBLsBMIMIBL. ©IBMWEHOL Bgdmom ImEgdMeo doblobmgz™gds
306IQEIVS X3IBOL g39ws Ho30b gobablig® s3$Hogy.

X3RO N300l HMI BobsblMmds oblBHMMIYDGHs 9boEs©s LOLD, GMmEILsE 309YMmBo YOS JMMO b
9930 89000920 MoMmEbmdMH030, bserolbmdMm030 b Ls®gBYM3M 3O 0EHIHOMIo:

0MMH0OME 3009dbg 393990 bgbbgdols s 3MM3MMm30MEo 30gb@gdol Foge godmdz9dweo
MB0Y5(30900L Igdmbggzsdo:

¢ 30 E05b0 3509300 90Y;
e MoL3oL bsmolbo - ,Logsbagdm dmbodm®mobao®;
e ©IBMGOL 5BsMMBOL QBOS 2.5-% 96

153530 s BbZs IMMbMZ69d0Ls s Bo3MbEBHMod@™ 5d&H039d0L gdmbgggzsdo:

¢ 30 ©M0sbo 350054530 YOS
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X398d0 dmnddggdl dbH Fgxslgdol mMo doymds: (1) obogzoswm@mo Fgxsligds; (2) Fgxgoligds
3mOEBIOL GoMawgddo.

duB-0b 0b030MsWMMmO Fgi3sligds bgds Lbgssbbgs dglsdwm dggaol Ggdmbggzodo LozMgEod™
Booeol dgfimbgzom mommgueo dggaol 5EdsmMdsbg. XMB0 Momm FgxsLgdyer bolbbg Ly
9306y ™6 dgbodem Fggal AobLBOZM3L, HMIGW DA JOHMO bEIMIOGM boMowl ofj393L, Mboss
21O LEgBMOL SEBICIMDS Ao B dSEIO OYMU.

3mOGBIOL BsMAwgddo F9xoLg00Lsl XaR0 5YIbL MHOLIATIMZE0bgBsMs JEHI3JOL S XYMBMMSD
Bmdogl BoGoeol GHBYM3L. MHoLIATIMZ0bgdqdo BswoBEgds 1YadgbEgds©, MHMIdoE WA0bWYds

153M90GH™ MHoLZOL LogMom TobslosmMYdEGBOM 0lg, HMI JOH® XABdo Imd3gne MO IYTM3E0badgOL
3009660 56 b s3L0 Holizgdo 3Jmbogl.

Lobmasm, B 56M0L LozMgodm Molzol 8900  39ModgEHMgool  Bsdmagegdol xsdo: My,
©IBMWEHOL sWdIOMBS O BT, OHMIWGdoE 96035MEJdS Bgdmo sefgMowo Lsbom. xsdo 8999y

9000bsMg 00MmgdMgdsdy ©oLZMEEGM©Ids 0bLEHMMIIBEHL 989JGHWIOO LadMOmEgbGM #obszzgomol

2490myggbgdom. DB  yobgds mommgwo  dmdsgzewo  farobsmzol  gmggwo  0bozoysE®Ho
6H0L3YIMZ0bJOOL SOLJOIMBOL 3gMOMPOL 296353 MdsTo Lo3MIOGH™ MOLIOL 35MedxGHMIOOL (MR,

©IBRMEEHOL 5EdsNMB s BEA) 3OMABMBoMmgd0m. gl bsdo 3MI3MbgbEO gMmMTsbgmby IMs3wEIds
5 3MM9dBH0MOs G9bo@BMBAdOL 5EdsMMdIBY (56w GHoLIRsBM3w0bgds 0BG 96 b aBMmEEO
3960@3ss Fobs 3980). gl 5HOL BodBHMOMOZ5 Y390 Fmdogowo 3gMmom@ol Jsb-ob godmmges. dbb
990009y ©OL3IMBBHOMPYdS 396, LosbaoM0dygdm ©WIIg o XIS,  AbDB-0b  PodMMZEOLOL
2990y969099e0 ©obIM6EH0MYBOL 3565339000 50U 153306390 98B9JHWIMO LodOHMEI6GHM Fobs3zgmo b
Fobmsb JoobErmgdmeo gobs3zgomo.

Abb Gmgemgédo gsdmygbg8eacmo bsdtmgbmbm 0bgm@mdsgos. dB-ob  gs0mm3wolisl  Ibgggwrmdsdo
d000gds  9MydgbGH0MmdMwo  LadMMmAbmBm  0bxym®Tsgos.  XamBds  ©s0©A0bs ol doHOMOO
0306303760 (33000, OMIWGIOE  JNOIJWs305d0s  Bo3MgoG™m  Molgol  dm3wgbgdmsb o,
dglisdsd0bo, ALB-006. 93mbmMTogMM0  (33WsEIdOL  3OMPBMDBL  (Lodsbobm 93mbmdogmemo LEgbs®o)
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Independent Auditor’s Report
To the Owners and Management of Georgian Hotel Management LLC

Our opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
consolidated financial position of Georgian Hotel Management LLC (the “Company”) and its subsidiary
(together - the “Group”) as at 31 December 2019, and its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with International Financial Reporting
Standards and with the requirements of the Law of Georgia on Accounting, Reporting and Auditing.

What we have audited
The consolidated financial statements comprise:
» the consolidated statement of financial position as at 31 December 2019:;

o the consolidated statement of profit or loss and other comprehensive income for the year then
ended;

e the consolidated statement of changes in equity for the year then ended:
e the consolidated statement of cash flows for the year then ended:; and

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

Basis for opinion

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

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

Independence

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

Other information
Management is responsible for the other information. The other information comprises the

Management Report (but does not include the consolidated financial statements and our auditor’s
report thereon).

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

In connection with our audit of the consolidated financial statements, our responsibility is to read the
Management Report and, in doing so, consider whether the Management Report is materially
inconsistent with the consolidated financial statements or our knowledge obtained in the audit, or
otherwise appears to be materially misstated. If, based on the work we have performed, we conclude
that there is a material misstatement in the Management Report, we are required to report that fact.

PricewaterhouseCoopers Georgia LLC
King David Business Centre, 7th floor, #12 M. Aleksidze Street, Tbilisi 0171, Georgia
Tel: +995 (32) 250 80 50, www.pwc.com/ge
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We have nothing to report in this regard.

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

Based on the work undertaken in the course of our audit, in our opinion:

e the information given in the Management Report for the financial year for which the consolidated
financial statements are prepared is consistent with the consolidated financial statements;

e the information given in the Management Report complies with the requirements of paragraph 6 of
article 7 of the Law of Georgia on Accounting, Reporting and Auditing.

'Responsibirlities of management and those charged with governance for the
consolidated financial statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with International Financial Reporting Standards and with the requirements
of the Law of Georgia on Accounting, Reporting and Auditing, and for such internal control as

management determines is necessary to enable the preparation of consolidated financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the
Group'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 Group or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group'’s financial reporting
process.

Auditor’s résponsibilities for the audit of the consolidated financial statements

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

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

e Identify and assess the risks of material misstatement of the consolidated 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.

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 Group’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.
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Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Group’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 consolidated 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 Group to
cease to continue as a going concern.

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

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

(\MWML\{A‘W/@ 6;).”).-4 W(_,

PricewaterhouseCoopers Georgia LLC (Reg.# SARAS-F-775813)

/

Lasha Janelidze 4EARAS-A-562091)

Thilisi, Georg




Georgian Hotel Management Group
Consolidated Statement of Financial Position

In thousands of Georgian Lari Note 31 December 2019 31 December 2018
ASSETS

Non-current assets

Property and equipment 8 6,840 23,787
Right-of-use asset 9 190,246 -
Intangible assets 632 638
Loans issued 10 26,583 16,243
Prepayments for non-current assets 5,801 -
Total non-current assets 230,102 40,668
Current assets

Inventories 11 2,262 2,446
Loans issued 10 114 64,108
Trade and other receivables 12 3,805 3,443
Cash and cash equivalents 13 10,430 11,377
Total current assets 16,611 81,374
TOTAL ASSETS 246,713 122,042
EQUITY

Charter capital 14 7,704 7,704
Retained earnings 5,911 23,628
TOTAL EQUITY 13,615 31,332
LIABILITIES

Non-current liabilities

Loans and borrowings 15 1,175 -
Lease liabilities 9 206,449 17,783
Total non-current liabilities 207,624 17,783
Current liabilities

Loans and borrowings 15 75 51,765
Lease liabilities 9 1,761 206
Trade and other payables 17 23,638 20,956
Total current liabilities 25,474 72,927
TOTAL LIABILITIES 233,098 90,710
TOTAL EQUITY AND LIABILITIES 246,713 122,042

Approved for issue and signed on behalf of the Management on 9 October 2020 by:

!

\\‘ /'{

Levan Gac @AI e
Director ™\ !

The accompanying notes on pages 5 to 33 are an integral part of these consolidated financial statements.
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Georgian Hotel Management Group
Consolidated Statement of Financial Position

In thousands of Georgian Lari Note 31 December 2019 31 December 2018
ASSETS

Non-current assets

Property and equipment 8 6,840 23,787
Right-of-use asset 9 190,246 -
Intangible assets 632 638
Loans issued 10 26,583 16,243
Prepayments for non-current assets 5,801 -
Total non-current assets 230,102 40,668
Current assets

Inventories 1 2,262 2,446
Loans issued 10 114 64,108
Trade and other receivables 12 3,805 3,443
Cash and cash equivalents 13 10,430 11,377
Total current assets 16,611 81,374
TOTAL ASSETS 246,713 122,042
EQUITY

Charter capital 14 7,704 7,704
Retained earnings 5,911 23,628
TOTAL EQUITY 13,615 31,332
LIABILITIES

Non-current liabilities

Loans and borrowings 15 1,175 -
Lease liabilities 9 206,449 17,783
Total non-current liabilities 207,624 17,783
Current liabilities

Loans and borrowings 15 75 51,765
Lease liabilities 9 1,761 206
Trade and other payables 17 23,638 20,956
Total current liabilities 25,474 72,927
TOTAL LIABILITIES 233,098 90,710
TOTAL EQUITY AND LIABILITIES 246,713 122,042

Approved for issue and signed on behalf of the Management on 9 October 2020 by:

Levan Gachechiladze
Director

The accompanying notes on pages 5 to 33 are an integral part of these consolidated financial statements. 1



Georgian Hotel Management Group

Consolidated Statement of Profit or Loss and Other Comprehensive Income

In thousands of Georgian Lari Note 2019 2018
Hotel service revenues 18 57,772 60,208
Hotel operating expenses 19 (26,657) (25,672)
Rent expense - (16,238)
Wages and other employee benefits (10,323) (11,041)
Depreciation and amortisation 8,9 (8,138) (3,080)
Results from operating activities 12,654 4,177
Net finance expense 20 (26,123) (921)
(Loss)/profit before income tax (13,469) 3,256
Income tax expense - -
(LOSS)/PROFIT FOR THE YEAR (13,469) 3,256
Other comprehensive income - -
TOTAL COMPREHENSIVE (LOSS)/INCOME FOR THE YEAR (13,469) 3,256

The accompanying notes on pages 5 to 33 are an integral part of these consolidated financial statements. 2



Georgian Hotel Management Group
Consolidated Statement of Changes in Equity

Charter Unpaid Retained Total
In thousands of Georgian Lari capital capital earnings equity
Balance at 1 January 2018 7,704 - 22,279 29,983
Total comprehensive income for the year 3,256 3,256
Dividend declared - - (1,907) (1,907)
Balance at 31 December 2018 7,704 - 23,628 31,332
Total comprehensive loss for the year - - (13,469) (13,469)
Dividend declared (4,248) (4,248)
Balance at 31 December 2019 7,704 - 5,911 13,615

The accompanying notes on pages 5 to 33 are an integral part of these consolidated financial statements. 3



Georgian Hotel Management Group
Consolidated Statement of Cash Flows

In thousands of Georgian Lari Note 2019 2018
Cash flows from operating activities
(Loss)/income before income tax (13,469) 3,256
Adjustments for:
Depreciation and amortisation 8,9 8,138 3,080
Charge for doubtful debt provision 12 67 43
Net finance expense 20 26,123 921
Operating cash flows before working capital changes in: 20,859 7,300
Inventories 184 (150)
Trade receivables (1,247) (977)
Trade and other payables 5,012 10,352
Cash flows from operations before income taxes and interest paid 24,808 16,525
Income tax paid - (334)
Interest received 9,146 -
Interest paid (16,560) (4,795)
Net cash inflow from operating activities 17,394 11,396
Cash flows from investing activities
Loans issued to related parties 10 (10,493) (264)
Loan repayments received from related parties 10 57,001 264
Interest received from loans issued 10 59 54
Prepayments for non-current assets (5,801) -
Acquisition of property and equipment 8 (2,800) (2,253)
Acquisition of intangible assets (49) (186)
Net cash from/(used in) investing activities 37,917 (2,385)
Cash flows from financing activities
Dividends paid 14 (4,248) (1,907)
Proceeds from borrowings 15 1,805 -
Repayment of borrowings 15 (51,877) (6,822)
Repayment of lease liabilities (1,589) -
Net cash used in financing activities (55,909) (8,729)
Net (decrease)/increase in cash and cash equivalents (598) 282
Cash and cash equivalents at 1 January 13 11,377 11,313
Effect of movements in exchange rates on cash and cash equivalents (349) (218)
Cash and cash equivalents at 31 December 13 10,430 11,377

The accompanying notes on pages 5 to 33 are an integral part of these consolidated financial statements. 4



Georgian Hotel Management Group
Notes to the Consolidated Financial Statements — 31 December 2019

1 The Group and its Operations

Georgian Hotel Management LLC (hereinafter “the Company”) was incorporated on 9 August 2010 and is
domiciled in Georgia. The Company has been set up as a limited liability company in accordance with
Georgian regulations and is registered by Public Registry with identification number: 404385722.

These consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards and with the Law of Georgia on Accounting, Reporting and Auditing for the year
ended 31 December 2019 for the Company and its 100% subsidiary, Argo Management LLC (together
referred to as the “Group”).

The Company’s registered office is 1 Rose Revolution Square, 0108, Thilisi, Georgia.

The Company’s principal activity is the operation of the Radisson Blu Hotel located in Thilisi, Georgia (the
Tbilisi Hotel). The Tbilisi Hotel is owned by New Hotel JSC, entity under common control, and is managed
by Rezidor Hotels UK Ltd under an International Management Agreement.

Argo Management LLC is a Georgian limited liability company incorporated on 30 November 2010 under
the Laws of Georgia. The principal activity of Argo Management LLC is the operation of the Radisson Blu
Hotel located in Batumi, Georgia (the Batumi Hotel). The Batumi Hotel is owned by Medea Operating
Company LLC, an entity under common control, and managed by Rezidor Hotels UK Ltd under an
International Management Agreement.

As at 31 December 2019, 96% of the Company was owned by SRG Real Estate LLC and 4% was owned
by Silk Road Group (Malta) Limited, whereas as at 31 December 2018, the Company was wholly owned
by Silk Road Group (Malta) Limited. The Company is ultimately controlled by an individual, Mr. Giorgi
Ramishvili.

2 Operating Environment of the Group

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

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

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

3 Summary of Significant Accounting Policies

Basis of preparation. These consolidated financial statements have been prepared in accordance with
International Financial Reporting Standards (“IFRS”) and with the requirements of the Law of Georgia on
Accounting, Reporting and Auditing under the historical cost convention. Apart from the accounting policy
changes resulting from the adoption of IFRS 16, Leases, effective from 1 January 2019, these policies
have been consistently applied to all the periods presented, unless otherwise stated. Refer to Notes 5
and 26. The principal accounting policies applied to leases until 31 December 2018 are presented in Note
26.

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

Presentation currency. All amounts in these consolidated financial statements are presented in
Georgian Lari ("GEL"), unless otherwise stated.
5



Georgian Hotel Management Group
Notes to the Consolidated Financial Statements — 31 December 2019

3 Summary of Significant Accounting Policies (Continued)

Consolidated financial statements. Subsidiaries are those investees, including structured entities, that
the Group controls because the Group (i) has power to direct the relevant activities of the investees that
significantly affect their returns, (ii) has exposure, or rights, to variable returns from its involvement with
the investees, and (iii) has the ability to use its power over the investees to affect the amount of the
investor’s returns. The existence and effect of substantive rights, including substantive potential voting
rights, are considered when assessing whether the Group has power over another entity.

For a right to be substantive, the holder must have a practical ability to exercise that right when decisions
about the direction of the relevant activities of the investee need to be made. The Group may have power
over an investee even when it holds less than the majority of the voting power in an investee. In such a
case, the Group assesses the size of its voting rights relative to the size and dispersion of holdings of the
other vote holders to determine if it has de-facto power over the investee. Protective rights of other
investors, such as those that relate to fundamental changes of the investee’s activities or apply only in
exceptional circumstances, do not prevent the Group from controlling an investee. Subsidiaries are
consolidated from the date on which control is transferred to the Group (acquisition date) and are
deconsolidated from the date on which control ceases.

The acquisition method of accounting is used to account for the acquisition of subsidiaries. Identifiable
assets acquired and liabilities and contingent liabilities assumed in a business combination are measured
at their fair values at the acquisition date, irrespective of the extent of any non-controlling interest.

The Group measures non-controlling interest that represents present ownership interest and entitles the
holder to a proportionate share of net assets in the event of liquidation on a transaction by transaction
basis, either at: (a) fair value, or (b) the non-controlling interest's proportionate share of net assets of the
acquiree. Non-controlling interests that are not present ownership interests are measured at fair value.

Goodwill is measured by deducting the net assets of the acquiree from the aggregate of the consideration
transferred for the acquiree, the amount of non-controlling interest in the acquiree and the fair value of an
interest in the acquiree held immediately before the acquisition date. Any negative amount (“negative
goodwill” or a “bargain purchase”) is recognised in profit or loss, after management reassesses whether it
identified all the assets acquired and all the liabilities and contingent liabilities assumed and reviews the
appropriateness of their measurement.

The consideration transferred for the acquiree is measured at the fair value of the assets given up, equity
instruments issued and liabilities incurred or assumed, including the fair value of assets or liabilities from
contingent consideration arrangements, but excludes acquisition related costs such as advisory, legal,
valuation and similar professional services. Transaction costs related to the acquisition of and incurred for
issuing equity instruments are deducted from equity; transaction costs incurred for issuing debt as part of
the business combination are deducted from the carrying amount of the debt and all other transaction
costs associated with the acquisition are expensed.

Intercompany transactions, balances and unrealised gains on transactions between Group companies
are eliminated; unrealised losses are also eliminated unless the cost cannot be recovered. The Company
and all of its subsidiaries use uniform accounting policies consistent with the Group’s policies.

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

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

Valuation techniques such as discounted cash flow models or models based on recent arm’s length
transactions or consideration of financial data of the investees are used to measure fair value of certain
financial instruments for which external market pricing information is not available. Fair value
measurements are analysed by level in the fair value hierarchy as follows: (i) level one are measurements
at quoted prices (unadjusted) in active markets for identical assets or liabilities, (ii) level two



Georgian Hotel Management Group
Notes to the Consolidated Financial Statements — 31 December 2019

3 Summary of Significant Accounting Policies (Continued)

measurements are valuations techniques with all material inputs observable for the asset or liability,
either directly (that is, as prices) or indirectly (that is, derived from prices), and (iii) level three
measurements are valuations not based on solely observable market data (that is, the measurement
requires significant unobservable inputs).

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

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

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

Financial instruments — initial recognition. Financial instruments at FVTPL are initially recorded at fair
value. All other financial instruments are initially recorded at fair value adjusted for transaction costs. Fair
value at initial recognition is best evidenced by the transaction price. A gain or loss on initial recognition is
only recorded if there is a difference between fair value and transaction price which can be evidenced by
other observable current market transactions in the same instrument or by a valuation technique whose
inputs include only data from observable markets. After the initial recognition, an ECL allowance is
recognised for financial assets measured at AC and investments in debt instruments measured at FVOCI,
resulting in an immediate accounting loss.

Financial assets — classification and subsequent measurement — measurement categories. The
Group classifies financial assets in the following measurement categories: FVTPL, FVOCI and AC.

Financial assets — classification and subsequent measurement — business model. The business model
reflects how the Group manages the assets in order to generate cash flows — whether the Group’s objective is:
(i) solely to collect the contractual cash flows from the assets (“hold to collect contractual cash flows”,) or (i) to
collect both the contractual cash flows and the cash flows arising from the sale of assets (“hold to collect
contractual cash flows and sell”) or, if neither of (i) and (ii) is applicable, the financial assets are classified as
part of “other” business model and measured at FVTPL.

Business model is determined for a group of assets (on a portfolio level) based on all relevant evidence about
the activities that the Group undertakes to achieve the objective set out for the portfolio available at the date of
the assessment. Factors considered by the Group in determining the business model include the purpose and
composition of a portfolio, past experience on how the cash flows for the respective assets were collected,
how risks are assessed and managed, how the assets’ performance is assessed and how managers are
compensated.

Financial assets — classification and subsequent measurement — cash flow characteristics. Where
7



Georgian Hotel Management Group
Notes to the Consolidated Financial Statements — 31 December 2019

3 Summary of Significant Accounting Policies (Continued)

the business model is to hold assets to collect contractual cash flows or to hold contractual cash flows
and sell, the Group assesses whether the cash flows represent solely payments of principal and interest
(“SPPI”).

Where the contractual terms introduce exposure to risk or volatility that is inconsistent with a basic
lending arrangement, the financial asset is classified and measured at FVTPL. The SPPI assessment is
performed on initial recognition of an asset and it is not subsequently reassessed.

Financial assets — reclassification. Financial instruments are reclassified only when the business
model for managing the portfolio as a whole changes. The reclassification has a prospective effect and
takes place from the beginning of the first reporting period that follows after the change in the business
model. The entity did not change its business model during the current and comparative period and did
not make any reclassifications.

Financial assets impairment — credit loss allowance for ECL. The Group assess, on a forward-
looking basis, the ECL for debt instruments measured at AC and FVOCI and for the exposures arising
from loan commitments and financial guarantee contracts, for contract assets. The Group measures ECL
and recognises net impairment losses on financial and contract assets at each reporting date. The
measurement of ECL reflects: (i) an unbiased and probability weighted amount that is determined by
evaluating a range of possible outcomes, (ii) time value of money and (iii) all reasonable and supportable
information that is available without undue cost and effort at the end of each reporting period about past
events, current conditions and forecasts of future conditions.

The Group applies a three stage model for impairment, based on changes in credit quality since initial
recognition. A financial instrument that is not credit-impaired on initial recognition is classified in Stage 1.
Financial assets in Stage 1 have their ECL measured at an amount equal to the portion of lifetime ECL
that results from default events possible within the next 12 months or until contractual maturity, if shorter
(“12 Months ECL”). If the Group identifies a significant increase in credit risk (“SICR”) since initial
recognition, the asset is transferred to Stage 2 and its ECL is measured based on ECL on a lifetime
basis, that is, up until contractual maturity but considering expected prepayments, if any (“Lifetime ECL”).
If the Group determines that a financial asset is credit-impaired, the asset is transferred to Stage 3 and its
ECL is measured as a Lifetime ECL.

The expected loss rates are based on the payment profiles of sales over a period of last 18 months and
the corresponding historical credit losses experienced within this period. The historical loss rates are
adjusted to reflect current and forward-looking information on macroeconomic factors affecting the ability
of the customers to settle the receivables. The Group analyses the macro factors of the country in which it
sells its services. As far as all the receivables are from the local clients, the Group analysed Georgian
macroeconomic scenarios and corresponding weights based on the NBG’s publications. Based on the
historical behaviour of the Group’s debtors, the Group identified GDP to be the most relevant factor
having impact on recoverability of receivables, and accordingly adjusted the historical loss rates based on
expected changes in this factor.

Financial assets — write-off. Financial assets are written-off, in whole or in part, when the Group
exhausted all practical recovery efforts and has concluded that there is no reasonable expectation of
recovery. The write-off represents a derecognition event. The Group may write-off financial assets that
are still subject to enforcement activity when the Group seeks to recover amounts that are contractually
due, however, there is no reasonable expectation of recovery.

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

Financial assets — modification. The Group sometimes renegotiates or otherwise modifies the
contractual terms of the financial assets. The Group assesses whether the modification of contractual
cash flows is substantial considering, among other, the following factors: significant change in interest
rate, change in the currency denomination, new collateral or credit enhancement that significantly affects
the credit risk associated with the asset or a significant extension of a loan when the borrower is not in



Georgian Hotel Management Group
Notes to the Consolidated Financial Statements — 31 December 2019

3 Summary of Significant Accounting Policies (Continued)

financial difficulties.

If the modified terms are substantially different, the rights to cash flows from the original asset expire and
the Group derecognises the original financial asset and recognises a new asset at its fair value. The date
of renegotiation is considered to be the date of initial recognition for subsequent impairment calculation
purposes, including determining whether a SICR has occurred. The Group also assesses whether the
new loan or debt instrument meets the SPPI criterion. Any difference between the carrying amount of the
original asset derecognised and fair value of the new substantially modified asset is recognised in profit or
loss, unless the substance of the difference is attributed to a capital transaction with owners.

In a situation where the renegotiation was driven by financial difficulties of the counterparty and inability to
make the originally agreed payments, the Group compares the original and revised expected cash flows
to assets whether the risks and rewards of the asset are substantially different as a result of the
contractual modification. If the risks and rewards do not change, the modified asset is not substantially
different from the original asset and the modification does not result in derecognition. The Group
recalculates the gross carrying amount by discounting the modified contractual cash flows by the original
effective interest rate (or credit-adjusted effective interest rate for POCI financial assets), and recognises
a modification gain or loss in profit or loss.

Financial liabilities — measurement categories. Financial liabilities are classified as subsequently
measured at AC, except for (i) financial liabilities at FVTPL: this classification is applied to derivatives,
financial liabilities held for trading (e.g. short positions in securities), contingent consideration recognised
by an acquirer in a business combination and other financial liabilities designated as such at initial
recognition and (ii) financial guarantee contracts and loan commitments.

Financial liabilities — derecognition. Financial liabilities are derecognised when they are extinguished
(i.e. when the obligation specified in the contract is discharged, cancelled or expires).

Modifications of liabilities that do not result in extinguishment are accounted for as a change in estimate
using a cumulative catch up method, with any gain or loss recognised in profit or loss, unless the
economic substance of the difference in carrying values is attributed to a capital transaction with owners.

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

Such cost includes the cost of replacing part of the equipment and borrowing costs for long-term
construction projects if the recognition criteria are met. When significant parts of equipment are required
to be replaced at intervals, the Group recognises such parts as individual assets with specific useful lives
and depreciates them accordingly. Likewise, when a major inspection is performed, its cost is recognised
in the carrying amount of the plant and equipment as a replacement if the recognition criteria are
satisfied. All other repair and maintenance costs are recognised in statement of comprehensive income
as incurred.

An item of property, plant and equipment initially recognised is derecognised upon disposal or when no
future economic benefits are expected from its use or disposal. Any gain or loss arising on derecognition
of the asset (calculated as the difference between the net disposal proceeds and the carrying amount of
the asset) is included in the statement of comprehensive income when the asset is derecognised.

China, silverware and linen not stored in the warehouse are expensed in the statement of comprehensive
income under hotel operating expenses.

Depreciation on items of property and equipment is calculated using the straight-line method to allocate
their cost or revalued amounts to their residual values over their estimated useful lives.

Useful lives in years

Buildings 50
Equipment, furniture and fixtures 5
Leasehold improvement 7

The residual value of an asset is the estimated amount that the Group would currently obtain from
disposal of the asset less the estimated costs of disposal, if the asset were already of the age and in the
condition expected at the end of its useful life. The residual value of an asset is nil if the Group
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expects to use the asset until the end of its physical life. The assets’ residual values and useful lives are
reviewed, and adjusted if appropriate, at each balance sheet date.

Right-of-use assets. The Group leases buildings and land. Contracts may contain both lease and non-
lease components. The Group allocates the consideration in the contract to the lease and non-lease
components based on their relative stand-alone prices.

Assets arising from a lease are initially measured on a present value basis.
Right-of-use assets are measured at cost comprising the following:

e the amount of the initial measurement of lease liability,

e any lease payments made at or before the commencement date less any lease incentives received,
e any initial direct costs, and

e costs to restore the asset to the conditions required by lease agreements.

Right-of-use assets are generally depreciated over the shorter of the asset's useful life and the lease term
on a straight-line basis. Depreciation on the items of the right-of-use assets is calculated using the
straight-line method over the lease term as follows:

Useful lives in years
Buildings 50 years

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

The useful lives of intangible assets are assessed as finite and are determined as 5 years for all
categories of intangible assets. Intangible assets are amortised over the useful economic life and
assessed for impairment whenever there is an indication that the intangible asset may be impaired.

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

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

Impairment of non-financial assets. Intangible assets that have an indefinite useful life or intangible
assets not ready for use are not subject to amortisation and are tested annually for impairment. Assets
that are subject to depreciation and amortisation are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable. An impairment loss
is recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value less costs of disposal and value in use. For the
purposes of assessing impairment, assets are grouped at the lowest levels for which there are largely
independent cash inflows (cash-generating units). Prior impairments of non-financial assets (other than
goodwill) are reviewed for possible reversal at each reporting date.

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

Before 1 January 2017, the income tax charge/(credit) comprised current tax and deferred tax and was
recognised in profit or loss for the year, except if it was recognised in other comprehensive income or
directly in equity because it related to transactions that were also recognised, in the same or a different
period, in other comprehensive income or directly in equity.
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Current tax was the amount expected to be paid to, or recovered from, the taxation authorities in respect
of taxable profits or losses for the current and prior periods. Taxable profits or losses were based on
estimates if financial statements were authorised prior to filing relevant tax returns.

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

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

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

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

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

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

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

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

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

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

Trade and other receivables. Trade and other receivables are recognised initially at fair value and are
subsequently carried at amortised cost using the effective interest method.

Cash and cash equivalents. Cash and cash equivalents include cash in hand, deposits held at call with
banks with original maturities of three months or less. Cash and cash equivalents are carried at AC
because: (i) test, unless they are included in contractual terms such that the feature would apply even if
the legislation is they are held for collection of contractual cash flows and those cash flows represent
SPPI, and (ii) they are not designated at FVTPL. Features mandated solely by legislation, such as the
bail-in legislation in certain countries, do not have an impact on the SPPI subsequently changed.
Restricted balances are excluded from cash and cash equivalents for the purposes of the cash flow
statement. Balances restricted from being exchanged or used to settle a liability for at least twelve months
after the reporting period are included in other non-current assets.

Inventories. Inventories are recorded at the lower of cost and net realisable value. Cost of inventory is
determined on the weighted average basis.

Trade and other payables. Trade payables are accrued when the counterparty performed its obligations
under the contract and are carried at amortised cost using the effective interest method.

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

Lease liabilities. Liabilities arising from a lease are initially measured on a present value basis. Lease
liabilities include the net present value of the fixed payments for lease, less any lease incentives
receivable.

Extension and termination options are included in all leases across the Group. These terms are used to
maximise operational flexibility in terms of managing the assets used in the Group’s operations.
Extension options (or period after termination options) are only included in the lease term if the lease is
reasonably certain to be extended (or not terminated). Lease payments to be made under reasonably
certain extension options are also included in the measurement of the liability.

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be
readily determined, which is generally the case for leases of the Group, the Group’s incremental
borrowing rate is used, being the rate that the Group would have to pay to borrow the funds necessary to
obtain an asset of similar value to the right-of-use asset in a similar economic environment with similar
terms, collateral and conditions.

To determine the incremental borrowing rate, the Group uses publicly available market interest rates,
prevailing on the Georgian market.

Lease payments are allocated between principal and finance costs. The finance costs are charged to
profit or loss over the lease period so as to produce a constant periodic rate of interest on the remaining
balance of the liability for each period.

Payments associated with short-term leases of property and equipment are recognised on a straight-line
basis as an expense in profit or loss. Short-term leases are leases with a lease term of 12 months or less.

Foreign currency translation. The Group’s functional currency and the Group’s presentation currency is
the national currency of Georgia, Georgian Lari (“GEL”).
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Monetary assets and liabilities are translated into functional currency at the official exchange rate of the
National Bank of Georgia (“NBG”) at the respective end of the reporting period. Foreign exchange gains
and losses resulting from the settlement of the transactions and from the translation of monetary assets
and liabilities into each entity’s functional currency at year-end official exchange rates of the NBG are
recognised in profit or loss as finance income or cost.

As at 31 December 2019, the principal rates of exchange, as determined by the NBG, used for translating
foreign currency balances were: US Dollar (“USD”) 1 = GEL 2.8677 and Euro (‘EUR”) 1 = GEL 3.2095
(31 December 2018: USD 1 = GEL 2.6766 and EUR 1 = GEL 3.0701). At present, the Georgian Lari is
not a freely convertible currency outside of Georgia.

Revenue recognition. Revenue is income arising in the course of the Group’s ordinary activities.
Revenue is recognised in the amount of transaction price. Transaction price is the amount of
consideration to which the Group expects to be entitled in exchange for transferring control over promised
goods or services to a customer, excluding the amounts collected on behalf of third parties.

Where the contracts include multiple performance obligations, the transaction price is allocated to each
separate performance obligation based on the stand-alone selling prices.

Room revenue is recognised when rooms are occupied, based on completed guest nights. Revenue from
rent of conference halls is recognised as the services are provided to the customers.

For sales of food and beverages revenue recognition usually occurs upon receipt of product by the
customer.

Revenue from other services rendered is recognised in the statement of comprehensive income in the
accounting period in which the services are rendered.

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

Excess/(shortage) of the stated charter capital to the value of the actual contribution is recorded as paid-
in/(unpaid) capital, respectively. Also, all other cash or in-kind capital contributions, made by the
Company’s shareholders that were dedicated to increase the Company’s capital but were not reflected in
the Company’s Charter as at balance sheet date, are recognised as paid-in capital.

Employee benefits. Wages, salaries, paid annual leave and sick leave, bonuses, and medical insurance
are accrued in the year in which the associated services are rendered by the employees of the Group.

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

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

Levies and charges, such as taxes other than income tax or regulatory fees based on information related
to a period before the obligation to pay arises, are recognised as liabilities when the obligating event that
gives rise to pay a levy occurs, as identified by the legislation that triggers the obligation to pay the levy. If
a levy is paid before the obligating event, it is recognised as a prepayment.
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Amendment of the consolidated financial statements after issue. Any changes to these consolidated
financial statements after issue require approval of the Group’s management who authorised these
consolidated financial statements for issue.

4 Critical Accounting Estimates and Judgements in Applying Accounting Policies

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

Impairment of assets and accounting for provisions. At each balance sheet date the Group assesses
whether there is any indication that the recoverable amount of the Group’s assets has declined below the
carrying value. As at 31 December 2018, the management has considered all relevant internal and
external factors and concluded that there is no indicator of impairment and as a result, no impairment test
was performed in regard with the Group’s non-financial assets.

Initial recognition of related party transactions. In the normal course of business the Group enters into
transactions with its related parties. IAS 39 requires initial recognition of financial instruments based on
their fair values. Judgement is applied in determining if transactions are priced at market or non-market
interest rates, where there is no active market for such transactions. The basis for judgement is pricing for
similar types of transactions with unrelated parties and effective interest rate analyses. Terms and
conditions of loans issued to related parties are disclosed in Note 10.

Leases and derecognition of financial assets. Management applies judgement to determine if
substantially all the significant risks and rewards of ownership of financial assets and lease assets where
the Group is a lessor are transferred to counterparties, in particular which risks and rewards are the most
significant and what constitutes substantially all risks and rewards.

Discount rates used for determination of lease liabilities. The Group uses its incremental borrowing
rate as a base for calculation of the discount rate because the interest rate implicit in the lease cannot be
readily determined.

A 10% increase or decrease in discount rate at 31 December 2019 would result in an increase or
decrease in lease liabilities of GEL 15,085 thousand (1 January 2019: GEL 13,512 thousand).

ECL measurement. Measurement of ECLs is a significant estimate that involves determination
methodology, models and data inputs. Details of ECL measurement methodology are disclosed in Note
22. The following components have a major impact on credit loss allowance: definition of default, SICR,
probability of default (“PD”), exposure at default (‘EAD”), and loss given default (“LGD”), as well as
models of macro-economic scenarios. The Group regularly reviews and validates the models and inputs
to the models to reduce any differences between expected credit loss estimates and actual credit loss
experience. The Group used supportable forward looking information for measurement of ECL, primarily
an outcome of its own macro-economic forecasting model. The most significant forward looking
assumptions that correlate with ECL level and their assigned weights are foreign exchange and GDP
growth rates.

A 10% increase or decrease in PD estimates at 31 December 2019 would result in an increase or
decrease in total expected credit loss allowances by GEL 102 thousand (2018: GEL 101 thousand).

Significant increase in credit risk (“SICR”). In order to determine whether there has been a significant
increase in credit risk, the Group compares the risk of a default occurring over the life of a financial
instrument at the end of the reporting date with the risk of default at the date of initial recognition. The
assessment considers relative increase in credit risk rather than achieving a specific level of credit risk at
the end of the reporting period. The Group considers all reasonable and supportable forward looking
information available without undue cost and effort, which includes a range of factors, including
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behavioural aspects of particular customer portfolios. The Group identifies behavioural indicators of
increases in credit risk prior to delinquency and incorporated appropriate forward looking information into
the credit risk assessment at an individual instrument.

Going concern. Management prepared these consolidated financial statements on a going concern
basis, which contemplates the realisation of assets and the satisfaction of liabilities in the normal course
of business. In making this judgement management considered the Group’s financial position, results of
operations, current intentions and analysis of future operations.

5 Adoption of New or Revised Standards and Interpretations

IFRS 16, Leases (issued on 13 January 2016 and effective for annual periods beginning on or after
1 January 2019). The Group decided to apply the standard from its mandatory adoption date of
1 January 2019 using the modified retrospective method, without restatement of comparatives and using
certain simplifications allowed by the standard. All right-of-use assets are measured at the amount of the
lease liability on adoption.

In applying IFRS 16 for the first time, the Group has used the following practical expedients permitted by
the standard:

e applying a single discount rate to a portfolio of leases with reasonably similar characteristics,

e using hindsight in determining the lease term where the contract contains options to extend or
terminate the lease.

The Group has also elected not to reassess whether a contract is or contains a lease at the date of initial
application. Instead, for contracts entered into before the transition date the Group relied on its
assessment made applying IAS 17, Leases, and IFRIC 4, Determining whether an Arrangement contains
a Lease. The weighted average incremental borrowing rate applied be the Group to the leased liabilities
on 1 January 2019 was 7.8 %.

A reconciliation of the operating lease commitments disclosed in Note 21 to the recognised liability is as
follows:

31 December 2018 /

In thousands of Georgian Lari 1 January 2019
Total future minimum lease payments for non-cancellable operating leases as at
31 December 2018 (Note 21) 636,178
- Effect of discounting to present value (439,925)
Total lease liabilities recognised as at 1 January 2019 196,253
Of which are:
Short-term lease liabilities 1,258
Long-term lease liabilities 194,995

The change in accounting policy affected the following items in the statement of financial position on 1
January 2019:

In thousands of Georgian Lari Impact of adopting IFRS 16
Increase in right-of-use assets 196,253
Increase in lease liabilities (196,253)

Finance lease liabilities in the amount of GEL 17,989 thousand as at 31 December 2018 have been
recognised as lease liabilities as at 1 January 2019.

The following amended standards became effective from 1 January 2019, but did not have any material
impact on the Group:
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e |FRIC 23 “Uncertainty over Income Tax Treatments” (issued on 7 June 2017 and effective for annual
periods beginning on or after 1 January 2019).

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

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

e Annual Improvements to IFRSs 2015-2017 cycle — amendments to IFRS 3, IFRS 11, IAS 12 and IAS
23 (issued on 12 December 2017 and effective for annual periods beginning on or after 1 January
2019).

Amendments to IAS 19 “Plan Amendment, Curtailment or Settlement” (issued on 7 February 2018 and
effective for annual periods beginning on or after 1 January 2019).

6 New Accounting Pronouncements

Certain new standards and interpretations have been issued that are mandatory for the annual periods
beginning on or after 1 January 2020 or later, and which the Group has not early adopted.

Sale or Contribution of Assets between an Investor and its Associate or Joint Venture -
Amendments to IFRS 10 and IAS 28 (issued on 11 September 2014 and effective for annual
periods beginning on or after a date to be determined by the IASB). These amendments address an
inconsistency between the requirements in IFRS 10 and those in IAS 28 in dealing with the sale or
contribution of assets between an investor and its associate or joint venture. The main consequence of
the amendments is that a full gain or loss is recognised when a transaction involves a business. A partial
gain or loss is recognised when a transaction involves assets that do not constitute a business, even if
these assets are held by a subsidiary. This amendment will not have an impact on the Group’s
consolidated financial statements.

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

Amendments to the Conceptual Framework for Financial Reporting (issued on 29 March 2018 and
effective for annual periods beginning on or after 1 January 2020). The revised Conceptual
Framework includes a new chapter on measurement; guidance on reporting financial performance;
improved definitions and guidance — in particular the definition of a liability; and clarifications in important
areas, such as the roles of stewardship, prudence and measurement uncertainty in financial reporting.

Definition of a business — Amendments to IFRS 3 (issued on 22 October 2018 and effective for
acquisitions from the beginning of annual reporting period that starts on or after 1 January 2020).
The amendments revise definition of a business. A business must have inputs and a substantive process
that together significantly contribute to the ability to create outputs. The new guidance provides a
framework to evaluate when an input and a substantive process are present, including for early stage
companies that have not generated outputs. An organised workforce should be present as a condition for
classification as a business if are no outputs. The definition of the term ‘outputs’ is narrowed to focus on
goods and services provided to customers, generating investment income and other income, and it
excludes returns in the form of lower costs and other economic benefits. It is also no longer necessary to
assess whether market participants are capable of replacing missing elements or integrating the acquired
activities and assets. An entity can apply a ‘concentration test’. The assets acquired would not represent
a business if substantially all of the fair value of gross assets acquired is concentrated in a single asset
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(or a group of similar assets). The Group does not expect a material impact of the amendments on its
consolidated financial statements.

Definition of materiality — Amendments to IAS 1 and IAS 8 (issued on 31 October 2018 and
effective for annual periods beginning on or after 1 January 2020). The amendments clarify the
definition of material and how it should be applied by including in the definition guidance that until now
has featured elsewhere in IFRS. In addition, the explanations accompanying the definition have been
improved. Finally, the amendments ensure that the definition of material is consistent across all IFRS
Standards. Information is material if omitting, misstating or obscuring it could reasonably be expected to
influence the decisions that the primary users of general purpose financial statements make on the basis
of those financial statements, which provide financial information about a specific reporting entity. The
Group is currently assessing the impact of the amendments on its consolidated financial statements.

Interest rate benchmark reform - Amendments to IFRS 9, IAS 39 and IFRS 7 (issued on 26
September 2019 and effective for annual periods beginning on or after 1 January 2020). The
amendments were triggered by replacement of benchmark interest rates such as LIBOR and other inter-
bank offered rates (IBORs’). The amendments provide temporary relief from applying specific hedge
accounting requirements to hedging relationships directly affected by the IBOR reform. Cash flow hedge
accounting under both IFRS 9 and IAS 39 requires the future hedged cash flows to be ‘highly probable’.
Where these cash flows depend on an IBOR, the relief provided by the amendments requires an entity to
assume that the interest rate on which the hedged cash flows are based does not change as a result of
the reform. Both IAS 39 and IFRS 9 require a forward-looking prospective assessment in order to apply
hedge accounting. While cash flows under IBOR and IBOR replacement rates are currently expected to
be broadly equivalent, which minimises any ineffectiveness, this might no longer be the case as the date
of the reform gets closer. Under the amendments, an entity may assume that the interest rate benchmark
on which the cash flows of the hedged item, hedging instrument or hedged risk are based, is not altered
by IBOR reform. IBOR reform might also cause a hedge to fall outside the 80—125% range required by
retrospective test under IAS 39. IAS 39 has therefore been amended to provide an exception to the
retrospective effectiveness test such that a hedge is not discontinued during the period of IBOR-related
uncertainty solely because the retrospective effectiveness falls outside this range. However, the other
requirements for hedge accounting, including the prospective assessment, would still need to be met. In
some hedges, the hedged item or hedged risk is a non-contractually specified IBOR risk component. In
order for hedge accounting to be applied, both IFRS 9 and IAS 39 require the designated risk component
to be separately identifiable and reliably measurable. Under the amendments, the risk component only
needs to be separately identifiable at initial hedge designation and not on an ongoing basis. In the context
of a macro hedge, where an entity frequently resets a hedging relationship, the relief applies from when a
hedged item was initially designated within that hedging relationship. Any hedge ineffectiveness will
continue to be recorded in profit or loss under both IAS 39 and IFRS 9. The amendments set out triggers
for when the reliefs will end, which include the uncertainty arising from interest rate benchmark reform no
longer being present.

The amendments require entities to provide additional information to investors about their hedging
relationships that are directly affected by these uncertainties, including the nominal amount of hedging
instruments to which the reliefs are applied, any significant assumptions or judgements made in applying
the reliefs, and qualitative disclosures about how the entity is impacted by IBOR reform and is managing
the transition process. The Group is currently assessing the impact of the amendments on its
consolidated financial statements.

Classification of liabilities as current or non-current — Amendments to IAS 1 (issued on 23
January 2020 and effective for annual periods beginning on or after 1 January 2022). These narrow
scope amendments clarify that liabilities are classified as either current or non-current, depending on the
rights that exist at the end of the reporting period. Liabilities are non-current if the entity has a substantive
right, at the end of the reporting period, to defer settlement for at least twelve months. The guidance no
longer requires such a right to be unconditional. Management's expectations whether they will
subsequently exercise the right to defer settlement do not affect classification of liabilities. The right to
defer only exists if the entity complies with any relevant conditions as of the end of the reporting period. A
liability is classified as current if a condition is breached at or before the reporting date even if a waiver of
that condition is obtained from the lender after the end of the reporting period. Conversely, a loan is
classified as non-current if a loan covenant is breached only after the reporting date. In addition, the
amendments include clarifying the classification requirements for debt a group might settle by converting
it into equity. ‘Settlement’ is defined as the extinguishment of a liability with cash, other resources
embodying economic benefits or an entity’s own equity instruments. There is an exception for convertible
instruments that might be converted into equity, but only for those instruments where the conversion
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6 New Accounting Pronouncements (Continued)

option is classified as an equity instrument as a separate component of a compound financial
instrument. The Group is currently assessing the impact of the amendments on its consolidated financial
statements.

Proceeds before intended use, Onerous contracts — cost of fulfilling a contract, Reference to the
Conceptual Framework — narrow scope amendments to IAS 16, IAS 37 and IFRS 3, and Annual
Improvements to IFRSs 2018-2020 — amendments to IFRS 1, IFRS 9, IFRS 16 and IAS 41 (issued on
14 May 2020 and effective for annual periods beginning on or after 1 January 2022). The
amendment to IAS 16 prohibits an entity from deducting from the cost of an item of PPE any proceeds
received from selling items produced while the entity is preparing the asset for its intended use. The
proceeds from selling such items, together with the costs of producing them, are now recognised in profit
or loss. An entity will use IAS 2 to measure the cost of those items. Cost will not include depreciation of
the asset being tested because it is not ready for its intended use. The amendment to IAS 16 also
clarifies that an entity is ‘testing whether the asset is functioning properly’ when it assesses the technical
and physical performance of the asset. The financial performance of the asset is not relevant to this
assessment. An asset might therefore be capable of operating as intended by management and subject
to depreciation before it has achieved the level of operating performance expected by management.

The amendment to IAS 37 clarifies the meaning of ‘costs to fulfil a contract’. The amendment explains
that the direct cost of fulfilling a contract comprises the incremental costs of fulfilling that contract; and an
allocation of other costs that relate directly to fulfiling. The amendment also clarifies that, before a
separate provision for an onerous contract is established, an entity recognises any impairment loss that
has occurred on assets used in fulfilling the contract, rather than on assets dedicated to that contract.

IFRS 3 was amended to refer to the 2018 Conceptual Framework for Financial Reporting, in order to
determine what constitutes an asset or a liability in a business combination. Prior to the amendment,
IFRS 3 referred to the 2001 Conceptual Framework for Financial Reporting. In addition, a new exception
in IFRS 3 was added for liabilities and contingent liabilities. The exception specifies that, for some types
of liabilities and contingent liabilities, an entity applying IFRS 3 should instead refer to IAS 37 or IFRIC 21,
rather than the 2018 Conceptual Framework. Without this new exception, an entity would have
recognised some liabilities in a business combination that it would not recognise under IAS 37. Therefore,
immediately after the acquisition, the entity would have had to derecognise such liabilities and recognise
a gain that did not depict an economic gain. It was also clarified that the acquirer should not recognise
contingent assets, as defined in IAS 37, at the acquisition date.

The amendment to IFRS 9 addresses which fees should be included in the 10% test for derecognition of
financial liabilities. Costs or fees could be paid to either third parties or the lender. Under the amendment,
costs or fees paid to third parties will not be included in the 10% test.

lllustrative Example 13 that accompanies IFRS 16 was amended to remove the illustration of payments
from the lessor relating to leasehold improvements. The reason for the amendment is to remove any
potential confusion about the treatment of lease incentives.

IFRS 1 allows an exemption if a subsidiary adopts IFRS at a later date than its parent. The subsidiary
can measure its assets and liabilities at the carrying amounts that would be included in its parent’s
financial statements, based on the parent’s date of transition to IFRS, if no adjustments were made for
consolidation procedures and for the effects of the business combination in which the parent acquired the
subsidiary. IFRS 1 was amended to allow entities that have taken this IFRS 1 exemption to also measure
cumulative translation differences using the amounts reported by the parent, based on the parent’s date
of transition to IFRS. The amendment to IFRS 1 extends the above exemption to cumulative translation
differences, in order to reduce costs for first-time adopters. This amendment will also apply to associates
and joint ventures that have taken the same IFRS 1 exemption.

The requirement for entities to exclude cash flows for taxation when measuring fair value under IAS 41
was removed. This amendment is intended to align with the requirement in the standard to discount cash
flows on a post-tax basis. The Group is currently assessing the impact of the amendments on its
consolidated financial statements.

Covid-19-Related Rent Concessions — Amendments to IFRS 16 (issued on 28 May 2020 and
effective for annual periods beginning on or after 1 June 2020). The amendments provided lessees
(but not lessors) with relief in the form of an optional exemption from assessing whether a rent
concession related to COVID-19 is a lease modification. Lessees can elect to account for rent
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concessions in the same way as they would if they were not lease modifications. In many cases, this will
result in accounting for the concession as a variable lease payment. The practical expedient only applies
to rent concessions occurring as a direct consequence of the COVID-19 pandemic and only if all of the
following conditions are met: the change in lease payments results in revised consideration for the lease
that is substantially the same as, or less than, the consideration for the lease immediately preceding the
change; any reduction in lease payments affects only payments due on or before 30 June 2021; and
there is no substantive change to other terms and conditions of the lease.

If a lessee chooses to apply the practical expedient to a lease, it would apply the practical expedient
consistently to all lease contracts with similar characteristics and in similar circumstances. The
amendment is to be applied retrospectively in accordance with IAS 8, but lessees are not required to
restate prior period figures or to provide the disclosure under paragraph 28(f) of IAS 8. The Group is
currently assessing the impact of the amendments on its consolidated financial statements.

Unless otherwise described above, the new standards and interpretations are not expected to affect
significantly the Group’s consolidated financial statements.

7 Balances and Transactions with Related Parties

The outstanding balances with related parties, which were represented by entities under common control
were as follows:

In thousands of Georgian Lari 31 December 2019 31 December 2018
Trade and other receivables (Note 12) 425 1,378
Loans issued (gross) (Note 10) 27,705 81,419
Impairment provision on loans issued (Note 10) (1,008) (1,068)
Lease liabilities (Note 9) (208,210) (17,989)
Trade and other payables (Note 17) (22,618) (16,743)
Loans and borrowings (Note 15) (1,250) (41)

The income and expense items with related parties for the years ended 31 December 2019 and 2018
were as follows:

In thousands of Georgian Lari 2019 2018
Hotel service revenues* 6,558 5,117
- Entities under common control 6,558 5,117
Purchase of services** 5,075 17,699
- Entities under common control 5,075 17,699
Gain on modification of lease liability 1,006 -
- Entities under common control 1,006 -
Loss on initial recognition of issued loans 2,299 -
- Entities under common control 2,299 -
(Recovery)/impairment of loans issued (60) 76
- Entities under common control (60) 76
Interest income 2,707 3,673
- Entities under common control 2,707 3,673
Interest expense*** 13,201 34
- Entities under common control 13,201 34
Salaries and other benefits 910 1,598
- Key management 910 1,598

*Hotel service revenues mainly represent service provided to guests of Limoni 2009 LLC.

** Purchase of services for the year 2019 mainly comprises of consulting and professional services. The amount for
the year 2018 also included the amount of rent under operating lease.

*** Interest expense mainly comprises of interest expense on leased property.

Key management of the Group for the year 2019 is composed of the General Directors of the Group
companies, General Managers of the Tbilisi and Batumi Hotels and Chief Executive Officer of Hospitality
(2018: General Directors of the Group companies and General Managers of the Tbilisi and Batumi
Hotels).
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8 Property and Equipment

Movements in the carrying amount of property, plant, equipment, investment property and intangible

assets were as follows:

Buildings Leasehold Fixture Total
improvements and
In thousands of Georgian Lari fittings
Cost at 1 January 2018 - 8,281 7,027 15,308
Accumulated depreciation and amortisation - (5,246) (3,153) (8,399)
Carrying amount at 1 January 2018 - 3,035 3,874 6,909
Additions 17,613 1,439 880 19,932
Depreciation and amortisation for the year (220) (1,028) (1,806) (3,054)
Cost at 31 December 2018 17,613 9,720 7,907 35,240
Accumulated depreciation and amortisation (220) (6,274) (4,959) (11,453)
Carrying amount at 31 December 2018 17,393 3,446 2,948 23,787
Additions - 2,721 79 2,800
Reclassification of gross balance to right-of-use asset (17,613) - - (17,613)
Depreciation and amortisation for the year - (1,523) (831) (2,354)
Reclassification of accumulated depreciation on right-of- 220 - - 220
use assets
Cost at 31 December 2019 - 12,441 7,986 20,427
Accumulated depreciation and amortisation - (7,797) (5,790) (13,587)
Carrying amount at 31 December 2019 - 4,644 2,196 6,840

9 Right-of-use Asset and Lease Liabilities

The Group leases hotel buildings. Rental contract is made for fixed periods of 49 years with no renewal
option included. Until 31 December 2018 leases of property, plant and equipment were classified as
operating and finance leases. From 1 January 2019, leases are recognised as a right-of-use asset and a
corresponding liability from the date when the leased asset becomes available for use by the Group.

In thousands of Georgian Lari Buildings Land Total
Carrying amount at 1 January 2019 195,002 655 195,657
Depreciation charge (5,620) (109) (5,729)
Effect of lease modification 318 - 318
Carrying amount at 31 December 2019 189,700 546 190,246

The Group recognised lease liabilities as follows:

In thousands of Georgian Lari

31 December 2019

1 January 2019

Short-term lease liabilities 1,761 1,258
Long-term lease liabilities 206,449 194,995
Total lease liabilities 208,210 196,253

Interest expense included in finance costs of 2019 was GEL 16,067 thousand.
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10 Loans Issued

31 December 2019

31 December 2018

In thousands of Years of Nominal

Georgian Lari CCY maturity interest rate Carrying amount Carrying amount
Related party loans GEL  2018/2020 11.3% - 15% 114 1,157
Related party loans USD  2022/2025 10% - 14% 26,583 79,194
Current 114 64,108
Non-current 26,583 16,243
Total 26,697 80,351

The following table discloses the changes in the credit loss allowance and gross carrying amount for
loans carried at amortised cost between the beginning and the end of the reporting period:

Credit loss allowance

Gross carrying amount

Stage1 Stage2  Stage 3 Total Stage1 Stage2 Stage 3 Total
(12- (lifetime (lifetime (12- (lifetime (lifetime
months ECL for  ECL for months ECL for ECL for
ECL) SICR) credit im- ECL) SICR) credit im-
In thousands of Georgian Lari paired) paired)
Loans granted to related
parties
At 1 January 2019 928 140 - 1,068 80,718 701 - 81,419
Movements with impact on
credit loss allowance charge
for the period:
New originated or purchased 8 - - 8 8,194 - - 8,194
Repayment (112) (47) - (159) (65,646) (353) - (65,999)
Changes in accrued interest 80 11 - 91 2,650 57 - 2,707
Total movements with
impact on credit loss
allowance charge for the
period (24) (36) - (60) (54,802) (296) - (55,098)
Movements without impact on
credit loss allowance charge
for the period:
FX and other movements - - - - 1,384 - - 1,384
At 31 December 2019 904 104 - 1,008 27,300 405 - 27,705
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The following table discloses the changes in the credit loss allowance and gross carrying amount for

loans carried at amortised cost between the beginni

Credit loss allowance

ng and the end of the year 2018:

Gross carrying amount

Stage1 Stage2 Stage3 Total Stage1 Stage2 Stage3 Total
(12- (lifetime (lifetime (12- (lifetime (lifetime
months ECL for ECL for months ECL for ECL for
ECL) SICR) credit ECL) SICR) credit
im- im-
In thousands of Georgian Lari paired) paired)
Loans granted to related parties
At 1 January 2018 1,012 129 - 1,141 86,384 640 - 87,024
Movements with impact on credit -
loss allowance charge for the
period:
New originated or purchased - - - - 263 - 263
Repayments (12) - - (12) (12,455) - - (12,455)
Changes in accrued interest 76 12 - 88 6,879 61 - 6,940
Total movements with impact on
credit loss allowance charge
for the period 64 12 - 76 (5,313) 61 - (5,252)
Movements without impact on
credit loss allowance charge for
the period:
FX and other movements (149) - - (149) (353) - - (353)
At 31 December 2018 927 141 - 1,068 80,718 701 - 81,419

The credit loss allowance for loans recognised in the period is impacted by a variety of factors, details of
ECL measurement are provided in Note 22. Below main movements in the table are described:

e Additional allowances for new financial instruments recognised during the period;

e Unwinding of discount due to the passage of time because ECL is measured on a present value

basis; and

e Foreign exchange translations of assets denominated

movements.

in foreign currencies and other

The following table contains an analysis of the credit risk exposure of loans measured at AC and for
which an ECL allowance is recognised. The carrying amount of loans below also represents the Group's

maximum exposure to credit risk on these loans.

The credit quality of loans carried at amortised cost

is as follows at 31 December 2019:

Stage 1 Stage 2 Stage 3 Total
(12-months ECL) (lifetime ECL for (lifetime ECL for
In Georgian Lari SICR) credit impaired)
Loans granted to related parties
- Excellent 27,300 - - 27,300
- Satisfactory - 405 - 405
Gross carrying amount 27,300 405 - 27,705
Credit loss allowance (904) (104) - (1,008)
Carrying amount 26,396 301 - 26,697
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The credit quality of loans carried at amortised cost is as follows at 31 December 2018:

Stage 1 Stage 2 Stage 3 Total
(12-months ECL) (lifetime ECL for (lifetime ECL for
In Georgian Lari SICR) credit impaired)
Loans granted to related parties
- Excellent 80,718 - - 80,718
- Satisfactory - 701 - 701
Gross carrying amount 80,718 701 - 81,419
Credit loss allowance (927) (141) - (1,068)
Carrying amount 79,791 560 - 80,351

Each master scale credit risk grade is assigned a specific degree of creditworthiness:
e Excellent — strong credit quality with low expected credit risk;
e Satisfactory — moderate credit quality with a satisfactory credit risk.

None of the loans have been secured or overdue as at 31 December 2019 (2018: none).

11 Inventories

In thousands of Georgian Lari 31 December 2019 31 December 2018
Food and beverages 1,039 1,369
Hotel servicing materials 714 542
Other 509 535
Total inventories 2,262 2,446

The consumption of inventories recognised in Hotel operating expenses (Note 19) as materials used
during the year amounted to GEL 4,482 thousand (31 December 2018: GEL 5,015 thousand).

12 Trade and Other Receivables

In thousands of Georgian Lari 31 December 2019 31 December 2018
Trade receivables 2,126 2,442
Prepayments 1,454 908
Net tax assets 359 177
Less credit loss allowance (134) (84)
Total trade and other receivables at 31 December 3,805 3,443

The Group applies the IFRS 9 simplified approach to measuring expected credit losses which uses a
lifetime expected loss allowance for all trade and other receivables.

To measure the expected credit losses, trade and other receivables have been grouped based on shared
credit risk characteristics and the days past due.

The expected loss rates are based on the payment profiles of sales over a period of 18 month before
31 December 2018 or 1 January 2018 respectively and the corresponding historical credit losses
experienced within this period. The historical loss rates are adjusted to reflect current and forward-looking
information on macroeconomic factors affecting the ability of the customers to settle the receivables. The
Group has identified the GDP and Nominal Effective Exchange Rate to be the most relevant factors, and
accordingly adjusts the historical loss rates based on expected changes in these factors.
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12 Trade and Other Receivables (Continued)

The credit loss allowance for trade and other receivables as at 31 December 2019 is determined
individually, as well as according to provision matrix presented in the table below. The provision matrix is
based the number of days that an asset is past due, adjusted for forward looking information.

Loss Gross Lifetime
rate  carrying ECL
In % of gross value amount
Trade receivables
- current 0% 1,871 -
- less than 30 days overdue 10% 66 7
- 30 to 60 days overdue 30% 55 16
- 61 to 90 days overdue 50% 46 23
- over 90 days overdue 100% 88 88
Total trade receivables (gross carrying amount) 2,126 134
Credit loss allowance (134) -
Total trade receivables from contracts with customers (carrying amount) 1,992 134

The following table explains the changes in the credit loss allowance for trade and other receivables
under simplified ECL model between the beginning and the end of the year 2019:

Credit loss Total
In thousands of Georgian Lari allowance
Trade receivables
Balance at 1 January 2018 84 84
New originated or purchased 75 75
Other movements (8) (8)
Total credit loss allowance charge in profit or loss for the period 67 67
Write-offs 17) (17)
Balance at 31 December 2018 134 134

The following table explains the changes in the credit loss allowance for trade and other receivables
under simplified ECL model between the beginning and the end of the year 2018:

Credit loss Total
In thousands of Georgian Lari allowance
Trade receivables
Balance at 1 January 2018 54 54
New originated or purchased 85 85
Other movements (43) (43)
Total credit loss allowance charge in profit or loss for the period 42 42
Write-offs (12) (12)
Balance at 31 December 2018 84 84
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13 Cash and Cash Equivalents

In thousands of Georgian Lari 31 December 2019 31 December 2018
Cash on hand 105 189
Cash-in-transit 59 61
Bank balances payable on demand 10,266 11,127
Total 10,430 11,377

Bank balances payable on demand are held with banks which have a credit rating of “BB-“ at Fitch

Ratings.

Cash at the period end was denominated in:

In thousands of Georgian Lari 31 December 2019 31 December 2018
United States Dollar 6,923 5,163
Georgian Lari 3,436 6,131
Other 71 83
Total 10,430 11,377

14 Charter Capital

Charter capital represents the nominal amount of capital in the founding documentation of the Company.

In 2019 the Group declared dividends to its shareholder with the amount of GEL 4,248 thousand (2018:

1,907).

15 Loans and Borrowings

In thousands of Georgian Lari 31 December 2019

31 December 2018

Non-Current
Loans from related parties 1,175
Loans from financial institutions -

Total non-current portion of loans 1,175 -
Current

Loans from related parties 75 -
Loans from financial institutions - 51,765
Total current portion of loans 75 51,765
Total 1,250 51,765
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16 Reconciliation of Liabilities Arising from Financing Activities

The table below sets out an analysis of liabilities from financing activities and the movements in the
Group’s liabilities from financing activities for each of the periods presented. The items of these liabilities
are those that are reported as financing in the statement of cash flows:

In thousands or Georgian Lari Borrowings Lease liabilities
Liabilities from financing activities at 1 January 2018 57,220 -
Cash flows, other than interests paid (6,822) (61)
Interest accrual 4,352 766
Interest payments (4,795) (766)
Changes in fair values 152 -
Foreign exchange adjustments 1,658 433
Other non-cash movements - 17,617
Liabilities from financing activities at 31 December 2018 51,765 17,989
Adoption of new standards - 178,264
Liabilities from financing activities at 1 January 2019 51,765 196,253
Cash flows, other than interests paid (50,072) (1,588)
Interest accrued 376 16,067
Interest payments (493) (16,067)
Changes in fair values - (688)
Foreign exchange losses (326) 14,233
Liabilities from financing activities at 31 December 2019 1,250 208,210

17 Trade and Other Payables

In thousands of Georgian Lari

31 December 2019

31 December 2018

Trade payables 22,031 19,125
Accrued liabilities 437 317
Total financial liabilities 22,468 19,442
Advances received 878 555
Accrued employee benefit costs 292 465
Net tax liability - 494
Total trade and other payables 23,638 20,956

Trade payables of GEL 19,265 thousand (2018: GEL 20,809 thousand) are denominated in foreign

currency.

18 Hotel Service Revenues

In thousands of Georgian Lari 2019 2018

Room and conference hall revenue 37,212 37,071

Sales of food and beverages 16,151 19,048

SPA revenue 1,907 1,820

Events revenue 935 809

Other 1,567 1,460

Total hotel service revenues 57,772 60,208

Revenue generated from different geographical locations is as follows:

In thousands of Georgian Lari 2019 2018
Tbilisi hotel service revenue 42,675 46,746
Batumi hotel service revenue 15,097 13,462
Total revenue 57,772 60,208
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18 Hotel Service Revenues (Continued)

Timing of revenue recognition is as follows:

In thousands of Georgian Lari 2019 2018
At a point in time 16,151 19,048
Over time 41,621 41,160
Total revenue 57,772 60,208
19 Hotel Operating Expenses

In thousands of Georgian Lari 2019 2018
Hotel management fees* 5,052 5,269
Professional fees 5,049 2,099
Consumption of inventories 4,482 5,015
Supplies 2,894 3,266
Utilities 2,178 2,223
Bank and other commissions 2,009 1,971

Repair and maintenance 1,161 1,041

Marketing expenses 760 345
Security expenses 654 724
Contractors’ fees 599 641

Event management costs 183 -
Taxes other than on income 150 1,179
Tax credit as a result of tax claim (547) -
Other 2,033 1,899
Total hotel operating expenses 26,657 25,672

* For management of the Hotel operations, the Group entities annually pay management fees to Rezidor Hotels U.K.
Limited. Management fees are variable and determined based on operating results of the Hotel.

Professional service fee includes GEL 222 thousand (2018: GEL 170 thousand) - fees incurred for audit
and other professional services provided by Auditor/Audit Firm as defined in the Law of Georgia on

Accounting, Reporting and Auditing.

20 Net Finance Expense

In thousands of Georgian Lari 2019 2018
Interest income on issued loans 2,707 3,845
Interest income on bank accounts 207 184
Net foreign exchange gain/(loss) - 324
Gain on modification of lease liability 1,006 -
Finance income 3,920 4,353
Interest expense on financial liabilities measured at amortised cost (376) (5,274)
Interest expense on lease liabilities (16,067) -
Loss on initial recognition of issued loans (2,299) -
Net foreign exchange loss (11,301) -
Finance costs (30,043) (5,274)
Net finance income (26,123) (921)
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21 Contingencies and Commitments

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

Commitments and contingencies — Lease. The Group entities are in commercial lease arrangements
on Batumi Hotel building with Medea Operating Company LLC and on Tbilisi Hotel building with JSC New
Hotel. The leases have a life of 49 years with no renewal option included in the contracts and the
contracts are denominated in US Dollars.

The future minimum lease payments under non-cancellable operating leases are as follows:

In thousands of Georgian Lari 31 December 2018
No later than 1 year 14,112
Later than 1 year and no later than 5 years 56,591
Later than 5 years 565,475
Total 636,178

22 Financial Risk Management

The risk management function within the Group is carried out in respect of financial risks (credit, market,
and liquidity risks), operational risks and legal risks. The primary objectives of the financial risk
management function are to establish risk limits, and then ensure that exposure to risks stays within
these limits. The operational and legal risk management functions are intended to ensure proper
functioning of internal policies and procedures to minimise operational and legal risks.

Credit risk. The Group exposes itself to credit risk, which is the risk that one party to a financial
instrument will cause a financial loss for the other party by failing to meet an obligation. Exposure to credit
risk arises as a result of the Group’s sales of services on credit terms and other transactions with
counterparties giving rise to financial assets.

The Group’s maximum exposure to credit risk is reflected in the carrying amounts of financial assets in
the statement of financial position.

Credit risk management. Credit risk is one of the largest risks for the Group's business; management
therefore carefully manages its exposure to credit risk.

The estimation of credit risk for risk management purposes is complex and involves the use of models, as
the risk varies depending on market conditions, expected cash flows and the passage of time. The
assessment of credit risk for a portfolio of assets entails further estimations of the likelihood of defaults
occurring, the associated loss ratios and default correlations between counterparties.

Limits. The Group structures the levels of credit risk it undertakes by placing limits on the amount of risk
accepted in relation to counterparties. Limits on the level of credit risk are approved regularly by
management. Such risks by counterparties are monitored closely and are subject to a periodic review.

Credit limit are analysed and approved by the Management. In order to monitor exposure to credit risk,
regular reports are produced based on a structured analysis focusing on the customer’s financial
performance. Any significant interaction with customers with deteriorating creditworthiness are reported to
and reviewed by Management. The Group’s management reviews the performance of counterparties and
follows up on past due balances.

Expected credit loss (ECL) measurement. ECL is a probability-weighted estimate of the present value
of future cash shortfalls (i.e., the weighted average of credit losses, with the respective risks of default
occurring in a given time period used as weights). An ECL measurement is unbiased and is determined
by evaluating a range of possible outcomes. ECL measurement is based on four components used by the
Group: Probability of Default (“PD”), Exposure at Default (“EAD”), Loss Given Default (“LGD”) and
Discount Rate.
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22 Financial Risk Management (Continued)

EAD is an estimate of exposure at a future default date, taking into account expected changes in the
exposure after the reporting period, including repayments of principal and interest, and expected
drawdowns on committed facilities. PD is an estimate of the likelihood of default to occur over a given
time period. LGD is an estimate of the loss arising on default. It is based on the difference between the
contractual cash flows due and those that the lender would expect to receive, including from any
collateral. It is usually expressed as a percentage of the EAD. The expected losses are discounted to
present value at the end of the reporting period. The discount rate represents the effective interest rate
(“EIR”) for the financial instrument or an approximation thereof.

Management models Lifetime ECL, that is, losses that result from all possible default events over the
remaining lifetime period of the financial instrument. The 72-month ECL, represents a portion of lifetime
ECLs that result from default events on a financial instrument that are possible within 12 months after the
reporting period, or remaining lifetime period of the financial instrument if it is less than a year.

The ECLs that are estimated by management for the purposes of these consolidated financial statements
are point-in-time estimates, rather than through-the-cycle estimates that are commonly used for
regulatory purposes. The estimates consider forward looking information, that is, ECLs reflect probability
weighted development of key macroeconomic variables that have an impact on credit risk.

For purposes of measuring PD, the Group defines default as a situation when the exposure meets one or
more of the following criteria:
e the borrower is more than 90 days past due on its contractual payments;
e the borrower meets the unlikeliness-to-pay criteria listed below:
- the borrower is deceased;
- the borrower is insolvent; and
- it is becoming likely that the borrower will enter bankruptcy.

For purposes of disclosure, the Group fully aligned the definition of default with the definition of credit-
impaired assets. The default definition stated above is applied to all types of financial assets of the Group.

The Group considers a financial instrument to have experienced an SICR when one or more of the
following quantitative, qualitative or backstop criteria have been met.

For loans issued to legal entities and bonds issued by corporate customers:

- 30 days past due;
- award of risk grade “Special monitoring”;
- increase of PD by 2.5 times;

For trade and other receivable and contract assets:
- 30 days past due

The Group has two approaches for ECL measurement: (i) assessment on an individual basis;
(i) assessment on a portfolio basis.

ECL assessment on an individual basis is performed by weighting the estimates of credit losses for
different possible outcomes against the probabilities of each outcome. The Group define at least two
possible outcomes for each assessed loan, one of which leads to a credit loss even if the probability of
such a scenario may be very low.

When assessment is performed on a portfolio basis, the Group determines the staging of the exposures
and measures the loss allowance on a collective basis. The Group analyses its exposures by segments
determined on the basis of shared credit risk characteristics, such that exposures within a group have
homogeneous or similar risks.

In general, ECL is the sum of the multiplications of the following credit risk parameters: EAD, PD and
LGD, that are defined as explained above, and discounted to present value using the instrument’s
effective interest rate. The ECL is determined by predicting credit risk parameters (EAD, PD and LGD) for
each future year during the lifetime period for each individual exposure. These three components are
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22 Financial Risk Management (Continued)

multiplied together and adjusted for the likelihood of survival (i.e. the exposure has been repaid or
defaulted in an earlier month). This effectively calculates an ECL for each future period, that is then
discounted back to the reporting date and summed up. The discount rate used in the ECL calculation is
the original effective interest rate or an approximation thereof.

Forward-looking information incorporated in the ECL models. The calculation of ECLs incorporate
supportable forward-looking information. The Group identified certain key economic variables that
correlate with developments in credit risk and ECLs. Forecasts of economic variables (the "base
economic scenario") are provided by the Group and provide the best estimate of the expected macro-
economic development over the next year.

Market risk. The Group takes on exposure to market risks. Market risks arise from open positions in
(a) foreign currencies, (b) interest bearing assets and liabilities and (c) equity investments, 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.

Currency risk. Currency risk is the risk that the value of financial instruments will fluctuate due to
changes in foreign exchange rates. The Group has exposure to the effects of fluctuations in the prevailing
foreign currency exchange rates on its financial position and cash flows.

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 summarises the Group’s exposure to foreign currency
exchange rate risk at the balance sheet date:

31 December 2019 31 December 2018
Monetary Monetary Net balance Monetary Monetary Net balance
financial financial sheet financial financial sheet
In thousands of Georgian Lari assets liabilities position assets liabilities position
Georgian Lari 7,398 (3,747) 3,651 9,012 (3,483) 5,529
US Dollars 31,675 (228,165) (196,490) 84,955 (85,711) (756)
Euros 46 (16) 30 119 (2) 117
Total 39,119 (231,928) (192,809) 94,086 (89,196) 4,890

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 and equity to reasonably possible changes in
exchange rates applied at the balance sheet date relative to the Group’s functional currency, with all other
variables held constant:

In thousands of Georgian Lari At 31 December 2019 At 31 December 2018
US Dollar strengthening by 10% (19,649) (76)
US Dollar weakening by 10% 19,649 76

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

Interest rate risk. The Group 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 Group’s
exposure to interest rate risks. The table presents the aggregated amounts of the Group’s financial assets
and liabilities at carrying amounts, categorised by the earlier of contractual interest repricing or maturity
dates.
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Demand and From 6 to From Over Total
less than 12 months 12 months 5 years

In thousands of Georgian Lari 6 months to 5 years
31 December 2019
Total financial assets 12,359 - 18,262 8,498 39,119
Total financial liabilities 22,608 2,771 596 205,953 231,928
Net interest sensitivity gap at
31 December 2019 (10,249) (2,771) 17,666 (197,455) (192,809)
31 December 2018
Total financial assets 77,843 - 1,815 14,428 94,086
Total financial liabilities 72,369 78 1,238 15,511 89,196
Net interest sensitivity gap at
31 December 2018 5,474 (78) 577 (1,083) 4,890

Liquidity risk. Liquidity risk arises from the Group's management of working capital and payment of
lease fee. It is the risk that the Group will encounter difficulty in meeting its financial obligations as they
fall due. The Group’s approach to managing liquidity is to ensure, as far as possible, that it will always
have sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions, without
incurring unacceptable losses or risking damage to the Group reputation.

Prudent liquidity risk management implies maintaining sufficient cash and the availability of funding
through an adequate amount of committed credit facilities. The majority of the Group’s current liabilities
and current assets are due to/from related parties and therefore management believes that this provides
the Group with sufficient flexibility with regard to the timing of payments and receipts as required for
ensuring adequate liquidity in the business into the future.

The tables below show liabilities at 31 December 2019 and 31 December 2018 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 consolidated statement of
financial position because the consolidated statement of financial position amount is based on discounted
cash flows.

The maturity analysis of financial liabilities at 31 December 2019 is as follows:

Demand andless From 6to From 12 months Over Total
In thousands of Georgian Lari than 6 months 12 months to 5 years 5 years
Financial liabilities
Trade and other payables 21,642 - - - 21,642
Loans and borrowings - 1,010 - - 1,010
Lease liabilities 819 946 8,299 197,984 208,048
Total future payments 22,461 1,956 8,299 197,984 230,700

The maturity analysis of financial liabilities at 31 December 2018 is as follows:

Demandandless From6to From 12 months Over 5 Total
In thousands of Georgian Lari than 6 months 12 months to 5 years years
Financial liabilities
Trade and other payables 20,956 - - - 20,956
Loans and borrowings 51,765 - - - 51,765
Finance lease liability 128 78 1,238 16,545 17,989
Operating lease - 13,918 55,674 513,520 583,112
Total future payments 72,849 13,996 56,912 530,065 673,822
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23 Management of Capital

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going
concern in order to provide returns for shareholders and benefits for other stakeholders and to maintain
an optimal capital structure to reduce the cost of capital. In order to maintain or adjust the capital
structure, the Group may adjust the amount of dividends paid to shareholder, return capital to shareholder
or sell assets to reduce debt. The amount of capital that the Group managed as of 31 December 2019
was GEL 13,615 thousand (2018: GEL 31,332 thousand).

24 Fair Value of Financial Instruments

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

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

31 December 2019 31 December 2018
In thousands of Georgian Carrying Carrying
Lari Level1 Level2 Level3 value Level1 Level 2 Level 3 value
Assets
- Cash and cash equivalents 10,430 - - 10,430 11,377 - - 11,377
- Loans issued - - 26,697 26,697 - - 80,351 80,351
- Trade and other financial
receivables - - 1,992 1,992 - - 2,358 2,358
Total financial assets 10,430 - 28,689 39,119 11,377 - 82,709 94,086
Liabilities
- Borrowings - - 1,250 1,250 - - 51,765 51,765
-Trade and other financial
payables - - 22,031 22,031 - - 19125 19125
Total financial liabilities - - 23,281 23,281 - - 70,890 70,890

25 Events after the Reporting Period

COVID-19. Late in 2019 news first emerged from China about the COVID-19 (Coronavirus). The situation
at the year end, was that a limited number of cases of an unknown virus had been reported to the World
Health Organisation. In the first few months of 2020 the virus had spread globally and its negative impact
has gained momentum. Management considers this outbreak to be a non-adjusting post balance sheet
event. While this is still an evolving situation at the time of issuing these financial statements to date there
has already been significant impact on the Group’s sales or supply chain. The hotels operated by the
Group has been closed for several months due to state of emergency declared in the country resulting in
significant impact on Group’s performance. The hotel re-opened on 8 June 2020 and has been showing
positive trend since the date. Due to the existing situation in the country, all necessary preventive
measures and recommendations adopted by National Centre for Disease Control (NCDC) and
international health organizations are taken into account by the Group. Management will continue to
monitor the potential impact and will take all the steps possible to mitigate any effects.
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26 Accounting Policies before 1 January 2019

Accounting policies applicable to the comparative period ended 31 December 2018 that were amended
by IFRS 16, Leases, are as follows.

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

Georgian Hotel Management LLC (the “Company”) was incorporated on 9 August 2010 and is domiciled
in Georgia. The Company’s principal activity is the operation of the Radisson Blu Hotel (the “Tbilisi
Hotel”) located in Thilisi, Georgia. In 2010 the Company entered into a long-term operating lease
agreement with New Hotel JSC, entity under common control, and is managed by Rezidor Hotels UK Ltd
under an International Management Agreement.

Georgian Hotel Managements 100% subsidiary, Argo Management LLC (together referred to as “the
Group”) was incorporated on 30 November 2010 in Georgia. In 2011, the Argo Management LLC entered
into a long-term operating lease agreement with Medea Operating Company LLC, an entity under
common control, leased a hotel building located in Batumi, Georgia and concluded a management
agreement with Rezidor Hotels U.K. Limited, which is responsible for daily operation of the hotel under
the brand “Radisson Blu Batumi” (the “Batumi Hotel”). The hotel has been operating since July 2011.

In 2019 the Group recorded revenues of GEL 57,772 thousand, which is approximately 4% lower
compared to 2018 year revenue of GEL 60,208 thousand. Considering the nature of the business, 64% of
total revenue comes from rooms and conference hall rental, 28% from sales of food and beverages and
remaining 8% is other revenue. Loss for the financial year 2019 amounted to GEL 13,469 thousand and
the profit for 2018 was GEL 3,256 thousand.

2. Group’s future development plans

In 2020 the Group will be mainly focused on increasing the sales and improvement of operating figures.
Considering the nature of the business, no specific development plans are in place besides the general
growth.

3. Review of the research and development performed by the Group

In 2019 the Group was not engaged in any research and development activities.

4. Information on the branches of a Group

The Group does not have any branches.

5. Key financial and non-financial indicators

The analyses of key financial indicator are the following:

GEL 000’ 2019 2018 Explanation of progress
1 Revenue 57,772 60,208
2 | Results from operating activities 12,654 4,177
3 | Operating profit % 21.9% 6.9%
4 REVPAR* 241 224
5 AHR** 341 330

** Revenue per available rooms

** Average house rate
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The analyses of key non-financial indicator are the following:

2019 2018

Occupancy % 70.8% 67%

(1) Relationship with employees. The number of staff in the Group is in the range of 350-370. The Group
has a well-structured recruitment policy and only candidates with relevant qualification, experience and
skills are recruited by the Group.

(ii) Relationship with suppliers and customers. The Group has established strong professional
relationship with customers by demonstrating customer care, loyalty and quality service.

(iii) Relationship with tax authority. Tax accounting system of the Group is well managed. The
accounting department of the Group is staffed with employees with lasting experience regarding tax
legislation, which regularly attend various tax related trainings held by top audit companies in Georgia, to
be on track of changes in the tax legislation affecting the Group.

6. Detailed information on the acquisition of its own shares
In 2019 no acquisition of own shares were made by the Group.

7. Additional explanations of amounts given in the annual financial statements

e  Theleading position on the market and strong financial performance of the Group is driven by several
important factors:

o  Service and customer satisfaction — as already mentioned, the management of the Group pays
sufficient attention to the qualification of employees, which are well trained professionals;

o  Management of the Hotels — management of the Hotels has sufficient experience of working
in the industry and they are 100% involved in day-to-day business, which enables to be on
track of changes in the business and stay flexible to the changes;

o  Brand strength and reputation — the Group has managed to maintain a strong brand name on
the Georgian market, which is perceived to synonym of quality, professionalism and due care.

¢ Hotel rent fees are calculated as a percentage of the total revenues (26.0% and 22.5% for Tbilisi Hotel
and Batumi Hotel respectively) not exceeding 113% of the minimum fees fixed as USD 4,000 thousand
and USD 1,200 thousand for Thilisi Hotel and Batumi Hotels, respectively. In year 2019 according to
above mentioned rent agreement between Argo management LLC and Medea Operating Company
LLC, no variable rent is applicable in 2019 same for Georgian Hotel Management LLC and JSC New
Hotel.

¢ For management of the Hotel operations, the Group entities annually pay management fees to Rezidor
Hotels U.K. Limited. Management fees are variable and determined based on operating results of the
Hotel. In 2019 management fees amounted to GEL 5,052 thousand.

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

Credit risk. The majority of the Group’s sales are made on cash, before the service delivery to customer;
consequently, the Group has no issues with the collection of receivables.

Liquidity risk. Liquidity risk arises from the Group's management of working capital and payment of
lease fee. It is the risk that the Group will encounter difficulty in meeting its financial obligations as they
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fall due. The Group’s approach to managing liquidity is to ensure, as far as possible, that it will always
have sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions,
without incurring unacceptable losses or risking damage to the Group reputation.

Prudent liquidity risk management implies maintaining sufficient cash and the availability of funding
through an adequate amount of committed credit facilities. The majority of the Group’s current liabilities
and current assets are due to/from related parties and therefore management believes that this provides
the Group with sufficient flexibility with regard to the timing of payments and receipts as required for
ensuring adequate liquidity in the business into the future.

Considering the nature of the business, there are no delays in collection of receivables.

9. Major risks and uncertainties, enterprise goal and policy with respect to financial risk
management

The key risks and uncertainties are related to the followings:

Currency risk. Currency risk is the risk that the value of financial instruments will fluctuate due to
changes in foreign exchange rates.

The Group has exposure to the effects of fluctuations in the prevailing foreign currency exchange rates on
its financial position and cash flows. In respect of currency risk, Management sets limits on the level of
exposure by currency and in total. The positions are monitored monthly.

Political risks. Unstable political environment could negatively impact the demand for products,
revenues and profitability. The management closely monitors the development of political environment,
to predict the potential development and potential threats to act correspondingly.

Guest behaviour. Lawsuits from people who are injured or damage to guestrooms can represent a big
risk to the hotel business. The Hotels has internal controls in place to handle guest destruction and
ensure travellers safety during their stay.

Data privacy risk. Hotel collects a lot of information about their guests (names, addresses, credit card
info, etc.), which makes hotel business popular targets among cyber criminals and hackers. The Group
entities use digital system to automate tasks and manage their data, which makes the potential risk of
hacking the system to minimum.

Market risk. The Group takes on exposure to market risks. Market risks arise from open positions in (a)
foreign currencies, (b) interest bearing assets and liabilities and (c) equity investments, 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.

Interest rate risk. The Group takes on exposure to the effects of fluctuations in the prevailing levels of
market interest rates on its financial position and cash flows.

10. Covid-19 effect on the Group

We have considered the outbreak of the COVID-19 (Coronavirus) pandemic and its current and future
potential effects on the Group. We consider that the outbreak is a non-adjusting post balance sheet event
that does not impact the measurement of assets and liabilities in the financial statements of the Group as
of 31 December 2019 or for the year then ended.
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We have assessed the potential impact on the Group and included appropriate disclosures in the financial
statements to describe both the existence of this post balance sheet event and our assessment of the
potential impact on the Group including its financial results during 2020 and beyond.

The financial statements disclose all matters of which we are aware that are relevant to the Group’s ability
to continue as a going concern, including all significant conditions and events, mitigating factors and

the Group’s plans, including as the potential consequences of COVID-19. The Group also has the intent
and ability to take actions necessary to continue as a going concern.

The following immediate actions have been taken by the Group management to ensure the impact of
COVID -19 on the Group was minimal and ensure its ability to continue as a going concern:

e  Staff costs have decreased on average by 50% of the Group starting from March 2020.

e Outstanding borrowings of the Group as at 31 December 2020 are from related parties with the
payment term at maturity. Though some of the abovementioned borrowings were to mature at 31
December 2020, the Group renegotiated the terms with the counterparties in order to shift the
payment dates to long-term period. Repayment of neither the principal, nor the interest will take
place in the financial year 2020

In July 2020 Group continued its operations on a daily bases. Based on the above, we believe the Group
has the intent and ability to take actions necessary to continue as a going concern.

Levan Gachechiladze
Director

9 October 2020
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