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Independent Auditor’s Report
To the Owner and Management of Berlin Chemie/a Menarini Distribution Georgia LLC

Our opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of
Berlin Chemie/a Menarini Distribution Georgia LLC (the “Company”) as at 31 December 2019, and
financial performance and cash flows for the year then ended in accordance with International
Financial Reporting Standard for Small and Medium-sized Entities and with the requirements of the
Law of Georgia on Accounting, Reporting and Auditing.

What we have audited
The Company'’s financial statements comprise:
o the statement of financial position as at 31 December 2019;

the statement of profit or loss and other comprehensive income for the year then ended;
o the statement of changes in equity for the year then ended,;
«—the statement of cash flows for the year then ended; and

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

Basis for opinion

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

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

Independence

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

Other information

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

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

In connection with our audit of the financial statements, our responsibility is to read the Management
Report and, in doing so, consider whether the Management Report is materially inconsistent with the
financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material
misstatement in the Management Report, we are required to report that fact. We have nothing to
report in this regard.

PricewaterhouseCoopers Georgia LLC
King David Business Centre, 7th floor, #12 M Aleksidze Street, Thilisi 0171, Georgia
Tel: +995 (32) 250 80 50, www.pwe.com/ge
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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 financial
statements are prepared is consistent with the financial statements;

o 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.

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

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with International Financial Reporting Standard for Small and Medium-sized Entities and
with the requirements of the Law of Georgia on Accounting, Reporting and Auditing, and for such

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

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

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

Auditor’s responsibilities for the audit of the financial statements

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

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

e |dentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

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

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.
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e Conclude on the appropriateness of management's use of the going concern basis of accounting
and, based on the audit evidencé obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Company’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditor’s report. However, future events or conditions may cause the Company’s
to cease to continue as a going concern.

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

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

)Q,_w,[ql.a»wé)“’ 6’“‘*7“’ L

PricewaterhouseCoopers Georgia LLC (Reg.# SARAS-F-775813)
Lasha Janelidze (Reg.#SARAS/A-562091)

26 February 2021
Thilisi, Georgia




BERLIN CHEMIE/A MENARIN! DISTRIBUTION GEORGIA LLC
Statement of Financial Position
(Amounts e:ger_egsgd in thousands of Georgian La(i} “e

Note 31 December 31 December 1 January
2018 2018 2018

ASSETS
Non-current assets
Property, equipment and intangible assets  Error 1,568 1,483 -
Total non-current assets 1,568 1,483 -
Current assets
Inventories 8 6.897 3,591 -
Trade and other receivables 9 10,815 8,608 B
Cash and cash equivalents 10 1,818 87 -
Total current assets 18,830 12,286 .
TOTAL ASSETS 21,088 13,769 -
EQUITY
Charter capital 1 72 72 -
Retained earnings/(Accumulated deficit) 421 (389) -
TOTAL EQUITY 493 {317) -
LIABILITIES
Current liabilities
Short-lerm loans and borrowings 12 - 2127 -
Trade and other payables 13 20,605 11,959 -
Total current liabilities 20,605 14,085 .
TOTAL LIABILITIES 20,605 14,085 -
TOTAL LIABILITIES AND EQUITY 21,098 13,769 -

Approved for issue and signed on 26 February 2021.

= Kb
Gocha Kavelashvili Victoria Kobalava
Country Manager Chief Agcountant
/ DONBRINGG O

/ o /,.'\ ) \ \ ) M)

i / (! I.f‘ VOIOU LN
Piotf Perz" Director TS N
Director | .

" “The accompanying notes on pages 5 to 14 are an integral part of these financial statements. 1



BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC
Statement of Financial Position
(Amounts expressed in thousands of Georgian Lari)

Note 31 December 31 December 1 January
2019 2018 2018

ASSETS
Non-current assets
Property, equipment and intangible assets 7 1,568 1,483 -
Total non-current assets 1,568 1,483 -
Current assets
Inventories 8 6,897 3,591 -
Trade and other receivables 9 10,815 8,608 -
Cash and cash equivalents 10 1,818 87 -
Total current assets 19,530 12,286 -
TOTAL ASSETS 21,098 13,769 -
EQUITY
Charter capital 11 72 2 -
Retained earnings/(Accumulated deficit) 421 (389) -
TOTAL EQUITY 493 (317) -
LIABILITIES
Current liabilities
Short-term loans and borrowings 12 - 2127 -
Trade and other payables 13 20,605 11,959 -
Total current liabilities 20,605 14,086 -
TOTAL LIABILITIES 20,605 14,086 -
TOTAL LIABILITIES AND EQUITY 21,098 13,769 -

Approved for issue and signed on 26 February 2021.

Gocha Kavelashvili Victoria Kobalava
Country Manager Chief Accountant
Piotr Perz Voicu Ungureanu

Director Director

The accompanying notes on pages 5 to 14 are an integral part of these financial statements.



BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC
Statement of Profit or Loss and Other Comprehensive Income
(Amounts expressed in thousands of Georgian Lari)

Note 2019 2018
Revenue 14 32,888 9,025
Cost of sales 15 (21,286) (6,196)
Gross profit 11,602 2,829
General and administrative expenses 16 (2,687) (667)
Marketing and selling expenses 17 (7,894) (2,436)
Other non-operating income, net 331 40
Operating profit/(loss) 1,352 (234)
Finance cost 18 (542) (155)
Profit/(Loss) before income tax 810 (389)
Income tax expense 2 :
PROFIT/(LOSS) FOR THE YEAR 810 (389)
Other comprehensive income for the year = -
TOTAL COMPREHENSIVE INCOME/(LOSS) FOR THE YEAR 810 (389)

The accompanying notes on pages 5 to 14 are an integral part of these financial statements.



BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC
Statement of Changes in Equity
(Amounts expressed in thousands of Georgian Lari)

Charter (Accumulated

capital deficit) /

Retained
earnings Total
Balance as at 1 January 2018 - - -
Capital contribution 72 - 72
Loss for the year - (389) (389)
Other comprehensive income for the year - B -
Total comprehensive loss for the year - (389) (317)
Balance at 31 December 2018 72 (389) (317)
Profit for the year - 810 810
Other comprehensive income for the year & = "
Total comprehensive income for the year - 810 810
Balance at 31 December 2019 72 421 493




BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC

Statement of Cash Flows
(Amounts expressed in thousands of Georgian Lari)

Note 2019 2018
Cash flows from operating activities
Profit/(Loss) before income tax 810 (389)
Adjustments for:
Depreciation and amortisation T 209 50
Gains on disposals of property, equipment and intangible assets (188) (40)
Finance costs 18 542 155
Operating cash flows before working capital changes in: 1,373 (224)
Trade and other receivables 9 (2,207) (8,608)
Inventories 8 (3,306) (3,591)
Trade and other payables 18 8,646 11,959
Changes in working capital 3,133 (240)
Interest paid 83 -
Net cash from/(used in) operating activities 4,453 (464)
Cash flows from investing activities
Acquisition of property, equipment and intangible assets 7 (379) (1,557)
Disposal of property, equipment and intangible assets 278 64
Net cash used in investing activities (106) (1,493)
Cash flows from financing activities
Proceeds from borrowings 12 298 2,141
Repayment of borrowings 12 (2,400) -
Net increase of charter capital 11 - 72
Net cash (used in)/from financing activities (2,102) 2,213
Effect of exchange rate changes on cash and cash equivalents (514) 169
Cash and cash equivalents at the beginning of the year 87 -
Cash and cash equivalents at the end of the year 1,818 87




BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC

Notes to the Financial Statements — 31 December 2019
(Amounts expressed in thousands of Georgian Lari)

1  Berlin Chemie/a Menarini Distribution Georgia LLC and its Operations

These financial statements have been prepared in accordance with the ‘International Financial Reporting
Standard for Small and Medium-sized Entities’ for the year ended 31 December 2019 for Berlin Chemie/a
Menarini Distribution Georgia LLC (the “Company”).

The Company was incorporated on 9 November 2016 and is domiciled in the Georgia. The Company is a
limited liability company and was set up in accordance with Georgian regulations and is registered by
National Agency of Public Registry of Ministry of Justice of Georgia with identification number:
4051752086.

As of 1 January 2018, 31 December 2018 and 31 December 2019 the Company was wholly owned by
Berlin-Chemie Distributions GmbH and its ultimately controlled by the Aleotti family.

Principal activity. The Company’s principal business activity is wholesaling Berlin-Chemie brand
medicines and products of medical use within Georgia.

Registered address and place of business. The Company’s registered office and place of business is
19 Gamrekeli Street, Thilisi, Georgia.

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

2 Operating Environment of the Company

The Company’s principal business activities are within Georgia. Georgia displays certain characteristics
of an emerging market, including relatively high inflation and high interest rates. Georgian tax legislation
is subject to varying interpretations and frequent changes. Georgia has relatively stable political situation
and liberal market economy with low taxes and regulations.

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

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

3 Basis of Preparation

Statement of compliance. These financial statements are the Company’s the first annual financial
statements prepared in accordance with ‘International Financial Reporting Standard for Small and
Medium-sized Entities’ (IFRS for SMEs) issued by the International Accounting Standards Board and in
accordance with the requirements of the Law of Georgia on Accounting, Reporting and Auditing. The
Company’s transition date is 1 January 2018. Subject to certain exceptions, IFRS for SMEs requires
retrospective application of the version of standards and interpretations effective as of 31 December 2018
in preparing the opening IFRS for SMEs statement of financial position at 1 January 2018 and throughout
all periods presented in its first IFRS for SMEs financial statements.

Basis of measurement. These financial statements have been prepared on the historical cost
convention.

First time adoption of IFRS for SMEs. Under the local legislation, until the date of transition to IFRS for
SMEs, the Company was not required to prepare any financial statements and it has not prepared any
financial statements in the past. Therefore, a reconciliation and an explanation of how the transition from
previous accounting framework to IFRS for SMEs has affected the Company’s financial position, financial
performance and cash flows is not presented in these financial statements.



BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC

Notes to the Financial Statements — 31 December 2019
(Amounts expressed in thousands of Georgian Lari)

3 Basis of Preparation (Continued)

IFRS for SMEs requires presenting a statement of financial position at the transition date to IFRS for
SMEs and includes certain mandatory exceptions and optional exemptions from retrospective application

of IFRS for SMEs. In preparing these financial statements, the Company has applied the mandatory
exceptions and has elected not to apply any optional exemptions from retrospective application.

4 Summary of Significant Accounting Policies

Foreign currency translation. The Company’s functional currency and the Company’s presentation
currency is the national currency of Georgia, Georgian Lari (“GEL").

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 settliement 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 costs.

As at 31 December 2019, the official rate of exchange, as determined by the National Bank of Georgia,
was US Dollar (‘USD”) 1 = GEL 2.8667 and Euro (‘EUR”) 1 = GEL 3.2095 (31 December 2018: USD 1 =
GEL 2.6766 and EUR 1 = GEL 3.0701; 1 January 2018: USD 1 = GEL 2.5922 and EUR 1=GEL 3.1044).
The average exchange rate for the year ended 31 December 2019 was USD 1 = GEL 2.8192 and EUR 1
= GEL 3.1553 (31 December 2018: USD 1 = GEL 2.5345 and EUR 1 = GEL 2.9913). At present, the
Georgian Lari is not a freely convertible currency in most countries outside of Georgia.

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

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

Inventories. Inventories are recorded at the lower of cost and net realisable value. The cost of inventory
is determined on the weighted average cost basis. The cost of finished goods Net realisable value is the
estimated selling price in the ordinary course of business, less the estimated cost of completion and
selling expenses.

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

Property and equipment. Property and equipment are stated at cost less accumulated depreciation and
impairment losses. Cost includes expenditure that is directly attributable to bringing the asset to the
location and condition necessary for it to be capable of operating in the manner intended by
management.

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



BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC
Notes to the Financial Statements — 31 December 2019
(Amounts expressed in thousands of Georgian Lari)

4 Summary of Significant Accounting Policies (Continued)

Depreciation. Depreciation on assets is charged so as to allocate the cost of assets less their residual
value over their estimated useful lives, using the straight-line method.

The estimated useful lies range as follows:

Useful lives in years
Vehicles 4
Office equipment and furniture 5

The assets' residual values, useful lives and depreciation methods are reviewed, and adjusted
prospectively if appropriate, if there is an indication of a significant change since the last reporting date.

An asset's carrying amount is written down immediately to its recoverable amount if the asset's carrying
amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and
are recognised within ‘other non-operating income' in the statement of comprehensive income.

Intangible assets. The Company’s intangible assets have definite useful lives and primarily include
capitalised computer software.

Acquired computer software are capitalised on the basis of the costs incurred to acquire and bring them
to use.

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

Useful lives in years
Software licences 5 years

If impaired, the carrying amount of intangible assets is written down to the higher of value in use and fair
value less costs of disposal.

Impairment of non-financial assets other than inventories. Assets that are subject to depreciation or
amortisation are assessed, at each reporting date, to determine whether there is any indication that the
assets are impaired. Where there is any indication that an asset might be impaired, the carrying value of
the asset (or CGU to which the asset has been allocated) is tested for impairment. 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 (or CGU’s) fair value less costs to sell and value in use.
For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are
separately identifiable cash flows (CGUs). Non-financial assets other than goodwill that suffered an
impairment are reviewed for possible reversal of the impairment at each reporting date.

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.

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

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.



BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC

Notes to the Financial Statements — 31 December 2019
(Amounts expressed in thousands of Georgian Lari)

4 Summary of Significant Accounting Policies (Continued)

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. Interest expense is recognized
on the basis of the effective interest method and is included in finance costs. Borrowings are classified as
current liabilities, unless the company has an unconditional right to defer settlement of the liability for at
least 12 months after the reporting date.

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.

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

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

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

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 ‘Other” within general and administrative expenses.

Uncertain tax positions. The Company’s uncertain tax positions are reassessed by management at the
end of each reporting period. Liabilities are recorded for income tax positions that are determined by
management as more likely than not to result in additional taxes being levied if the positions were to be
challenged by the tax authorities. The assessment is based on the interpretation of tax laws that have
been enacted or substantively enacted by the end of the reporting period, and any known court or other
rulings on such issues. Liabilities for penalties, interest and taxes other than on income are recognised
based on management’s best estimate of the expenditure required to settle the obligations at the end of
the reporting period. 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 and Equipment items are
deferred for 5 to 10 years for entities having more than 20% VAT exempted turnover.
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BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC

Notes to the Financial Statements — 31 December 2019
(Amounts expressed in thousands of Georgian Lari)

4 Summary of Significant Accounting Policies (Continued)

Revenue recognition. Revenue is measured at the fair value of the consideration received or receivable,
and represents amounts receivable for goods supplied, stated net of discounts, returns and value added
taxes. The Company recognises revenue when the amount of revenue can be reliably measured; when it
is probable that future economic benefits will flow to the entity; and when specific criteria have been met
for the Sale of goods, as described below.

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

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

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.

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

Amendment of the financial statements after issue. Any changes to these financial statements after
issue require approval of the Company’s management who authorised these financial statements for
issue.

5 Critical Accounting Estimates and Judgements in Applying Accounting Policies

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

Useful lives of property, equipment and intangible assets. The estimation of the useful life of an item
of property and equipment is a matter of management judgement based upon experience with similar
assets. In determining the useful life of an asset, management considers the expected usage, estimated
technical obsolescence, physical wear and tear and the physical environment in which the asset is
operated. Changes in any of these conditions or estimates may result in adjustments for future
depreciation rates.

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



BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC
Notes to the Financial Statements — 31 December 2019
(Amounts expressed in thousands of Georgian Lari)

6 Balances and Transactions with Related Parties

Parties are generally considered to be related if the parties are under common control or if one party has
the ability to control the other party or can exercise significant influence or joint control over the other
party in making financial and operational decisions. In considering each possible related party
relationship, attention is directed to the substance of the relationship, not merely the legal form.

Balances and transactions from related parties are fully from the parent company - Berlin-Chemie
Distributions GmbH.

At 31 December 2019, 31 December 2018 and 1 January 2018, the outstanding balances with related
parties were as follows:

31 December 31 December 1 January

2019 2018 2018

Trade and other receivables (Note 9) 751 - -
Trade and other payables (Note 13) 9,564 8,146 -
Borrowings (Note 12) - 2,126 -

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

2019 2018
Other non-operating income 142 -
Finance costs (Note 18) 28 27
Marketing and selling expenses (Note 17) 66 -

10



BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC

Notes to the Financial Statements — 31 December 2019
(Amounts expressed in thousands of Georgian Lari)

7 Property, Equipment and Intangible Assets

Movements in the carrying amount of property and equipment (‘P&E”) and intangible assets were as

follows:
Vehicles Office Total Intangible Total
equipment and P&E asset
furniture
Deemed cost = = = e
| Accumulated depreciation - - - -
' Carrying amount at 1 January 2018 - - - -
f
Additions ' 1,446 100 1,546 11 1,557
Disposals (24) - (24) = (24)
Depreciation charge (46) (4) (50) - (50)
Carrying amount at 31 December 2018 1,376 96 1,472 11 1,483
. Cost 1,422 100 1522 11 1,533
Accumulated depreciation (46) 4) (50) - (50)
At 31 December 2018 1,376 96 1,472 11 1,483
Additions B 41 a1 338 379
Disposals (99) - (99) - (99)
Depreciation charge (179) (27) (206) 3) (209)
Depreciation on disposal 14 - 14 - 14
Carrying amount at 31 December 2019 1,112 110 1,222 346 1,568
Cost 1,323 141 1,464 349 1,813
Accumulated depreciation (211) (31) (242) 3) (245)
At 31 December 2019 1,112 110 1,222 346 1,568
8 Inventories
31 December 2019 31 December 2018 1 January 2018
Finished goods 6,818 3,581 -
. Other inventories 79 10 -
Total inventories 6,897 3,591 -

Inventories with the cost of GEL 21,286 thousand (2018: GEL 6,196 thousand) were written off to cost of
sales during the year.

9 Trade and Other Receivables

31 December 2019 31 December 2018 1 January 2018
Trade receivables 10,759 8,562 -
Total trade receivables, net 10,759 8,562 -
Prepayments 56 46 -
Total trade and other receivables 10,815 8,608 -

11



BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC

Notes to the Financial Statements — 31 December 2019
(Amounts expressed in thousands of Georgian Lari)

10 Cash and Cash Equivalents

31 December 2019 31 December 2018 1 January 2018
Current accounts at banks 1,818 87 -
Total cash and cash equivalents 1,818 87 -

11 Charter Capital
Charter capital represents the amount of capital in the founding documentation of the Company.

Based on the shareholder resolution dated 31 August 2018, the shareholder of the Company contributed
GEL 72 to the Company'’s charter capital.

12 Borrowings

31 December 2019 31 December 2018 1 January 2018
Loans from parent entity - 2127 -
Total current borrowings - 2,127 -

Total borrowings of the Company represented a current loan from parent company denominated in Euro
at an annual interest rate of TIBR+1% (31 December 2018: TIBR+1%). During 2019 the loan from the
parent company was fully paid.

13 Trade and Other Payables

31 December 2019 31 December 2018 1 January 2018

Trade payables 19,374 11,624 -
Employee bonuses payable 694 312

Accrued liabilities 440 13 -
Other tax liabilities 97 10 B
Total trade and other payables 20,605 11,959 -

Trade payables to the parent company includes financial component. If Company does not to pay its
liability in 90 days period of time, interest is accrued on the outstanding balance of trade receivable with
an annual interest rate of TIBR+1% (2018: TIBR+1%).

Interest expense in the amount of GEL 561 (2018: GEL 27), included in the finance costs (note 18)
relates to trade payables to the parent company.

14 Revenue

2019 2018
Sale of goods, gross 36,416 10,897
Discounts (3,528) (1,872)
Total revenue, net 32,888 9,025

12



BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC

Notes to the Financial Statements — 31 December 2019
(Amounts expressed in thousands of Georgian Lari)

15 Cost of Sales

2019 2018
Cost of sales 21,286 6,196
Total cost of sales 21,286 6,196
16 General and Administrative Expenses

2019 2018
Salary expenses 1,021 319
Business trip expenses 449 87
Office rent expense 391 79
Professional services 296 40
Logistic and warehousing service 191 58
Office expenses 112 23

. Insurance expenses 110 32

Depreciation and amortisation 29 5
Other 88 24
Total general and administrative expenses 2,687 667
17 Marketing and Selling Expenses

2019 2018
Salary expenses 3,199 988
Advertising expenses 1,892 752
Promotional expenses 1,899 431
Fuel expense 190 50
Depreciation expense 179 46
Medical conference costs 162 60
Advertising agency fee 83 26
Other 290 83
Total marketing and selling expenses 7,894 2,436
18 Finance Costs

2019 2018
Foreign currency exchange (gain)/loss, net (50) 101
Interest expense 590 54
Bank charges 2 -
Total finance costs 542 155

13



BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC

Notes to the Financial Statements — 31 December 2019
(Amounts expressed in thousands of Georgian Lari)

19 Contingencies and Commitments

Legal proceedings. From time to time and in the normal course of business, claims against the
Company may be received. On the basis of its own estimates, 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
financial statements.

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

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

The Company’s uncertain tax positions are reassessed by management at the end of each reporting
period. Liabilities are recorded for income tax positions that are determined by management as more
likely than not to result in additional taxes being levied if the positions were to be challenged by the tax
authorities.

The assessment is based on the interpretation of tax laws that have been enacted or substantively
enacted by the end of the reporting period. Liabilities for penalties, interest and taxes other than on
income are recognised based on management's best estimate of the expenditure required to settle the
obligations at the end of the reporting period.

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

Operating lease commitments. The Company leases various property, under non-cancellable operating
lease agreements. The lease terms are between 3 and 4 years. The majority of lease agreements are
renewable at the end of the lease period at market rate. The future minimum lease payments under non-
cancellable operating leases are as follows:

31 December 2019 31 December 2018 1 January 2018
No later than 1 year 618 330 -
Later than 1 year and no later than 5 years 2,448 1,687 -
Later than 5 years - - -
Total 3,066 2,017 -

20 Events after the Reporting Period

COVID-19. Late in 2019 news first emerged from China about the COVID-19 (Coronavirus). The situation
at 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
had gained momentum. Management considers this outbreak to be a non-adjusting post balance sheet
event.

In March 2020, the Government of Georgia has announced state of emergency in the country and has
restricted major economic activities. Considering the Company represents a pharmaceutical sector, the
restrictions did not have any negative impact on the Company’s operations. The only change that the
management implemented is moving of the administrative function of the Company to remote work
arrangement.

Since 1 February 2021, the Government announced gradual lifting of restrictions posed due to COVID-19.

14
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Management Report — Business Overview 2019

Berlin-Chemie/A. Menarini Distribution Georgia LLC

1. The entity’s business development, performance and position

General Information: Berlin-Chemie/A.Menarini Distribution Georgia LLC (hereinafter “BCM Georgia”)
was registered with the National Agency of Public Registry as a Limited Liability Company in accordance with
the legislation of Georgia on November 9, 2016 by its 100% owner - HRB108055B Berlin-Chemie Distribution;
The assigned identification code in Georgia is - 405175206.

Main activity: The main activity of the Company is the import of Berlin-Chemie brand pharmaceutical
products in Georgia and wholesale. Since August 2018, the Company started the first import in Georgia and from
September 2018 performed the first wholesale as well. Since that period, the Company has been actively
conducting the economic activities.

The company office is located in Thilisi, Georgia.

In 2019, the total operating revenue of the company was GEL 32,888 thousand and the amount of gross profit
was GEL 11,602 thousand, which is 310% increase since the previous year. The increases mainly due to the fact
that the Company started operations in September 2018 and has been conducting economic activities for only
four months in the previous year and in 2019 full year is represented.

2, Future development plans of the entity:

BCM Georgia is engaged in the commercialization and distribution of pharmaceutical products in the Georgian
market.

In 2019, BCM Georgia distributed BC AG pharmaceutical products in the following therapeutic areas:

Respiratory/Asthma;
Cardiovascular Medicine;
Rheumatology;
Gastroenterology;
Urology;

Ativaricose;
Endocrinology;
Antiallergic;

Neurology;

Antibacterial.

These pharmaceutical products were further classified into prescription (“MPH”) and consumer health (“MCH”).
In FY2019, BCM Georgia commercialized and distributed BC AG products to local wholesalers.

According to IQVIA*'s data, BCM Georgia takes second-third place in Georgia Market in 2019. Berlin-
Chemie/A.Menarini Distribution Georgia intends to stay in the pharmaceutical market and maintain a successful
position.

Also, the COVID-19 pandemic did not have a significant impact on the activities of Berlin-Chemie / A.Menarini
Distribution Georgia Ltd in either the current or future period, the company achieves its goals and there has been
no outflow of employees.

* IQVIA -An American multinational company serving the combined industries of health information technology and clinical
research.



3. Review of research and development of the entity:

In 2019, Berlin-Chemie/A.Menarini Distribution Georgia LLC was not involved in any research and development
activities.

4. Information about the branches of the entity:

The Company has no branches — its head office is located in Thilisi, Georgia.

5. Financial and non-financial indicators:

Main financial indicators:

‘000 GEL 2019 | 2018 | Explanation of variance

The increase is mainly due to the fact that the Company started
operations in September 2018 and had been conducting
R economic activities for only four months in 2018.

evenue 32,888 9,025
Also, the devaluation of Georgian Lari against Euro had a
positive impact on the growth of the revenue.

Gross profit 11,602 | 2,829 | Refer to the comment above

In 2018, the Company only had four months of operations,

Net profit/(loss) 810 (380) and the start-up costs were higher than in subsequent period.

Devaluation of Georgian Lari against Euro positively impacted

1 0, 0,
$i70sE REOTIL IAEgin 35% Bl the gross profit margin of the Company.

Main non-financial indicators:

2019 | 2018 | Explanation of variance
Number of brands in the portfolio 38 41 | Several brands were delisted

Brand SKU 85 90 | Several brands SKU were delisted
*SKU —Stock keeping unit

(i) Relationship with employees. The number of employees during 2019 was 64, including 52 women and
12 men. The Company is staffed with qualified personnel, whose rights are protected.

(ii) Relationship with suppliers and customers. Pharmaceutical products are supplied from parent
company and other purchases and services are provided from local providers. In 2019, the Company had
better credit terms (9o days) with the main supplier than in 2018 (60 days). Credit terms with local sales
distributors range from 30 to 75 days.

6. Detailed information regarding the purchase of own shares

The Company has not acquired own shares during 2019.
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7. Additional explanations of the amounts given in the annual financial statements:

The Company’s total equity was GEL 493 thousand in 2019 and had an accumulated deficit of GEL 317
thousand in 2018.

8. Overview of credit, market, liquidity and cash flow risks of the enterprise and their
management mechanisms:

Market risk

Since BCM Georgia operates in a competitive industry, any changes in the price and demand volume affect its
profitability. The availability of substitute products, entrance of new competitors, and price fluctuations impacts the
Company’s market position. As such, BCM Georgia assumed market risks in relation to the sale of BCM products in
the local market.

The country team and marketing department of BCM Georgia developed and executed plans designed to target the
needs in the market and strengthen the market positions of its products.

Credit risks concentration

The Company sells to distributors in accordance with the terms of payment of the contract. Payments are made
only by non-cash payment to the Company's bank account. Credit risk is the largest risk for the Company’s
business and accordingly the receivables from the main revenue are insured. The main distributors have limited
credit lines. Credit risk refers to the risk that counterparties default on their contractual obligations and thus
result in a loss to the Company.

BCM Georgia assumes all losses arising from uncollectible receivables and bad debt accounts. It managed the
credit risk by coordinating with key account managers of its customers forthe timely collection ofinvoices. In
2019, there were no significant uncollectible accounts in BCM Georgia’s financials.

Currency risk

The main risk is continuous devaluation of currency in the country. Foreign exchange risk is the risk associated
with fluctuations in the value of a Company’s base currency against the foreign currency in which the Company
has assets or obligations. This risk arises when prices are set in a currency different from the company’s functional
currency. As BCM Georgia purchases and sells in Euro currency on base of NBG rate equivalent in GEL on
product sales date, therefore, the foreign exchange risk exists, but is limited to fluctuations within the payment
term.

The Company makes inventory purchases in foreign currency with the key supplier (the parent entity) and sells
in Georgia in GEL, denominated in Euros. The payment is made by the distributor in GEL with the exchange rate
effective on the day of payment according to the National Bank of Georgia. All of the above significantly reduces
the risks of devaluation. The Company constantly monitors the devaluation of EUR/GEL exchange rate.

As at 31 December 2019, the Company’s current ratios was 0.95, an improvement from 0.87 as at 31
December 2018. The quick ratio for the same periods was 0.61 and 0.62, respectively.



Operational profit margin of 2019 and in 2018 is 4.11% and (2.59)%, respectively:

Revenue 32,88 9,02
[Cost of sales (21,286) (5.1_9%
Gross profit 11,60 2,82
General and administrative expenses (2,687) (667)
Marketing and selling expenses (7,894) (2,436)
(Other non-operating income, net 331 40
[Operating profit / (loss) 1,35 (234)
lOperaﬁng profit margin 4.1176r (2.59)%
57%-:@4&9&\ & Kedottovg
Gocha Kavelashvili Victoria Kobalava
Country Manager Chief Accountant
//i //’\ Voicu Vasile Jn,gureanu
PiotfPerz™" Director

Director




Operational profit margin of 2019 and in 2018 is 4.11% and (2.59)%, respectively:
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Revenue 32,888 9,02
Cost of sales (21,286) (6,196)
Gross profit 11,60 2,829
General and administrative expenses (2,687) (667
Marketing and selling expenses (7,894) (2,436)
Other non-operating income, net 331 40|
Operating profit / (loss) 1,35 (234)
Operating profit margin 4.11% (2.59)%|

Gocha Kavelashvili Victoria Kobalava
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Independent Auditor’s Report
To the Owner and Management of Berlin Chemie/a Menarini Distribution Georgia LLC

Our opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of
Berlin Chemie/a Menarini Distribution Georgia LLC (the “Company”) as at 31 December 2019, and
financial performance and cash flows for the year then ended in accordance with International
Financial Reporting Standard for Small and Medium-sized Entities and with the requirements of the
Law of Georgia on Accounting, Reporting and Auditing.

What we have audited

The Company’s financial statements comprise:

¢ the statement of financial position as at 31 December 2019;

o the statement of profit or loss and other comprehensive income for the year then ended;
¢ the statement of changes in equity for the year then ended;

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

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

Basis for opinion

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

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

Independence

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

Other information

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

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

In connection with our audit of the financial statements, our responsibility is to read the Management
Report and, in doing so, consider whether the Management Report is materially inconsistent with the
financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material
misstatement in the Management Report, we are required to report that fact. We have nothing to
report in this regard.

PricewaterhouseCoopers Georgia LLC
King David Business Centre, 7th floor, #12 M. Aleksidze Street, Tbilisi 0171, Georgia
Tel: +995 (32) 250 80 50, www.pwc.com/ge
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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:

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

¢ 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.

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

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with International Financial Reporting Standard for Small and Medium-sized Entities and
with the requirements of the Law of Georgia on Accounting, Reporting and Auditing, and for such
internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

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

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

Auditor’s responsibilities for the audit of the financial statements

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

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

¢ |dentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

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

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.
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Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Company’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditor’s report. However, future events or conditions may cause the Company’s
to cease to continue as a going concern.

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

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

2t (Spems. Sy T

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

Lasha Janelidze (Reg.#SARAS#A-562091)

26 February 2021
Thilisi, Georgia



BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC
Statement of Financial Position
(Amounts expressed in thousands of Georgian Lari)

Note 31 December 31 December 1 January
2019 2018 2018

ASSETS
Non-current assets
Property, equipment and intangible assets  Error 1,568 1,483 .
Total non-current assets 1,568 1,483 -
Current assets
Inventories 8 6.897 3,591 -
Trade and other receivables 9 10,815 8,608 -
Cash and cash equivalents 10 1,818 87 %
Total current assets 19,530 12,286 -
TOTAL ASSETS 21,098 13,769 -
EQUITY
Charter capital 1" 72 72 -
Retained earnings/(Accumulated deficit) 421 (389) -
TOTAL EQUITY 493 {317) -
LIABILITIES
Current liabilities
Short-term loans and borrowings 12 - 2127 -
Trade and other payables 13 20,605 11,959 -
Total current liabilities 20,605 14,085 -
TOTAL LIABILITIES 20,605 14,085 -
TOTAL LIABILITIES AND EQUITY 21,098 13,769 -

Approved for issue and signed on 26 February 2021.
J

e V. bdokaug

Gocha Kavelashvili Victoria Kobalava
Country Manager Chief Agcountant

-'

/f/”“‘ | \Lq// Z

Voicu Unylrea

Piotf Pc. Director
Dlrcc‘or

The accompanw ng notes on pages 5 to 14 are an integral part of these financial statements. 1




BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC

Statement of Financial Position

(Amounts expressed in thousands of Georgian Lari)

Note 31 December 31 December 1 January
2019 2018 2018

ASSETS
Non-current assets
Property, equipment and intangible assets 7 1,568 1,483 -
Total non-current assets 1,568 1,483 -
Current assets
Inventories 8 6,897 3,591 -
Trade and other receivables 9 10,815 8,608 -
Cash and cash equivalents 10 1,818 87 -
Total current assets 19,530 12,286 -
TOTAL ASSETS 21,098 13,769 -
EQUITY
Charter capital 11 72 72 -
Retained earnings/(Accumulated deficit) 421 (389) -
TOTAL EQUITY 493 (317) -
LIABILITIES
Current liabilities
Short-term loans and borrowings 12 - 2,127 -
Trade and other payables 13 20,605 11,959 -
Total current liabilities 20,605 14,086 -
TOTAL LIABILITIES 20,605 14,086 -
TOTAL LIABILITIES AND EQUITY 21,098 13,769 -

Approved for issue and signed on 26 February 2021.

Gocha Kavelashvili
Country Manager

Piotr Perz
Director

Victoria Kobalava
Chief Accountant

Voicu Ungureanu

Director

The accompanying notes on pages 5 to 14 are an integral part of these financial statements.



BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC
Statement of Profit or Loss and Other Comprehensive Income
(Amounts expressed in thousands of Georgian Lari)

Note 2019 2018
Revenue 14 32,888 9,025
Cost of sales 15 (21,286) (6,196)
Gross profit 11,602 2,829
General and administrative expenses 16 (2,687) (667)
Marketing and selling expenses 17 (7,894) (2,436)
Other non-operating income, net 331 40
Operating profit/(loss) 1,352 (234)
Finance cost 18 (542) (155)
Profit/(Loss) before income tax 810 (389)
Income tax expense - -
PROFIT/(LOSS) FOR THE YEAR 810 (389)
Other comprehensive income for the year - -
TOTAL COMPREHENSIVE INCOME/(LOSS) FOR THE YEAR 810 (389)

The accompanying notes on pages 5 to 14 are an integral part of these financial statements.



BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC
Statement of Changes in Equity
(Amounts expressed in thousands of Georgian Lari)

Charter (Accumulated

capital deficit) /

Retained
earnings Total
Balance as at 1 January 2018 - - -
Capital contribution 72 - 72
Loss for the year - (389) (389)
Other comprehensive income for the year - - -
Total comprehensive loss for the year - (389) (317)
Balance at 31 December 2018 72 (389) (317)
Profit for the year - 810 810
Other comprehensive income for the year - - -
Total comprehensive income for the year - 810 810
Balance at 31 December 2019 72 421 493

The accompanying notes on pages 5 to 14 are an integral part of these financial statements.



BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC

Statement of Cash Flows
(Amounts expressed in thousands of Georgian Lari)

Note 2019 2018
Cash flows from operating activities
Profit/(Loss) before income tax 810 (389)
Adjustments for:
Depreciation and amortisation 7 209 50
Gains on disposals of property, equipment and intangible assets (188) (40)
Finance costs 18 542 155
Operating cash flows before working capital changes in: 1,373 (224)
Trade and other receivables 9 (2,207) (8,608)
Inventories 8 (3,306) (3,591)
Trade and other payables 13 8,646 11,959
Changes in working capital 3,133 (240)
Interest paid 53 -
Net cash from/(used in) operating activities 4,453 (464)
Cash flows from investing activities
Acquisition of property, equipment and intangible assets 7 (379) (1,557)
Disposal of property, equipment and intangible assets 273 64
Net cash used in investing activities (106) (1,493)
Cash flows from financing activities
Proceeds from borrowings 12 298 2,141
Repayment of borrowings 12 (2,400) -
Net increase of charter capital 11 - 72
Net cash (used in)/from financing activities (2,102) 2,213
Effect of exchange rate changes on cash and cash equivalents (514) 169
Cash and cash equivalents at the beginning of the year 87 -
Cash and cash equivalents at the end of the year 1,818 87

The accompanying notes on pages 5 to 14 are an integral part of these financial statements.



BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC

Notes to the Financial Statements — 31 December 2019
(Amounts expressed in thousands of Georgian Lari)

1 Berlin Chemie/a Menarini Distribution Georgia LLC and its Operations

These financial statements have been prepared in accordance with the ‘International Financial Reporting
Standard for Small and Medium-sized Entities’ for the year ended 31 December 2019 for Berlin Chemie/a
Menarini Distribution Georgia LLC (the “Company”).

The Company was incorporated on 9 November 2016 and is domiciled in the Georgia. The Company is a
limited liability company and was set up in accordance with Georgian regulations and is registered by
National Agency of Public Registry of Ministry of Justice of Georgia with identification number:
405175206.

As of 1 January 2018, 31 December 2018 and 31 December 2019 the Company was wholly owned by
Berlin-Chemie Distributions GmbH and its ultimately controlled by the Aleotti family.

Principal activity. The Company’s principal business activity is wholesaling Berlin-Chemie brand
medicines and products of medical use within Georgia.

Registered address and place of business. The Company’s registered office and place of business is
19 Gamrekeli Street, Thilisi, Georgia.

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

2 Operating Environment of the Company

The Company’s principal business activities are within Georgia. Georgia displays certain characteristics
of an emerging market, including relatively high inflation and high interest rates. Georgian tax legislation
is subject to varying interpretations and frequent changes. Georgia has relatively stable political situation
and liberal market economy with low taxes and regulations.

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

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

3 Basis of Preparation

Statement of compliance. These financial statements are the Company’s the first annual financial
statements prepared in accordance with ‘International Financial Reporting Standard for Small and
Medium-sized Entities’ (IFRS for SMEs) issued by the International Accounting Standards Board and in
accordance with the requirements of the Law of Georgia on Accounting, Reporting and Auditing. The
Company’s transition date is 1 January 2018. Subject to certain exceptions, IFRS for SMEs requires
retrospective application of the version of standards and interpretations effective as of 31 December 2018
in preparing the opening IFRS for SMEs statement of financial position at 1 January 2018 and throughout
all periods presented in its first IFRS for SMEs financial statements.

Basis of measurement. These financial statements have been prepared on the historical cost
convention.

First time adoption of IFRS for SMEs. Under the local legislation, until the date of transition to IFRS for
SMEs, the Company was not required to prepare any financial statements and it has not prepared any
financial statements in the past. Therefore, a reconciliation and an explanation of how the transition from
previous accounting framework to IFRS for SMEs has affected the Company’s financial position, financial
performance and cash flows is not presented in these financial statements.



BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC

Notes to the Financial Statements — 31 December 2019
(Amounts expressed in thousands of Georgian Lari)

3 Basis of Preparation (Continued)

IFRS for SMEs requires presenting a statement of financial position at the transition date to IFRS for
SMEs and includes certain mandatory exceptions and optional exemptions from retrospective application
of IFRS for SMEs. In preparing these financial statements, the Company has applied the mandatory
exceptions and has elected not to apply any optional exemptions from retrospective application.

4 Summary of Significant Accounting Policies

Foreign currency translation. The Company’s functional currency and the Company’s presentation
currency is the national currency of Georgia, Georgian Lari (“GEL”).

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 costs.

As at 31 December 2019, the official rate of exchange, as determined by the National Bank of Georgia,
was US Dollar (“‘USD”) 1 = GEL 2.8667 and Euro (‘EUR”) 1 = GEL 3.2095 (31 December 2018: USD 1 =
GEL 2.6766 and EUR 1 = GEL 3.0701; 1 January 2018: USD 1 = GEL 2.5922 and EUR 1=GEL 3.1044).
The average exchange rate for the year ended 31 December 2019 was USD 1 = GEL 2.8192 and EUR 1
= GEL 3.1553 (31 December 2018: USD 1 = GEL 2.5345 and EUR 1 = GEL 2.9913). At present, the
Georgian Lari is not a freely convertible currency in most countries outside of Georgia.

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

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

Inventories. Inventories are recorded at the lower of cost and net realisable value. The cost of inventory
is determined on the weighted average cost basis. The cost of finished goods Net realisable value is the
estimated selling price in the ordinary course of business, less the estimated cost of completion and
selling expenses.

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

Property and equipment. Property and equipment are stated at cost less accumulated depreciation and
impairment losses. Cost includes expenditure that is directly attributable to bringing the asset to the
location and condition necessary for it to be capable of operating in the manner intended by
management.

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



BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC

Notes to the Financial Statements — 31 December 2019
(Amounts expressed in thousands of Georgian Lari)

4 Summary of Significant Accounting Policies (Continued)

Depreciation. Depreciation on assets is charged so as to allocate the cost of assets less their residual
value over their estimated useful lives, using the straight-line method.

The estimated useful lies range as follows:

Useful lives in years
Vehicles 4
Office equipment and furniture 5

The assets' residual values, useful lives and depreciation methods are reviewed, and adjusted
prospectively if appropriate, if there is an indication of a significant change since the last reporting date.

An asset's carrying amount is written down immediately to its recoverable amount if the asset's carrying
amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and
are recognised within ‘other non-operating income' in the statement of comprehensive income.

Intangible assets. The Company’s intangible assets have definite useful lives and primarily include
capitalised computer software.

Acquired computer software are capitalised on the basis of the costs incurred to acquire and bring them
to use.

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

Useful lives in years
Software licences 5 years

If impaired, the carrying amount of intangible assets is written down to the higher of value in use and fair
value less costs of disposal.

Impairment of non-financial assets other than inventories. Assets that are subject to depreciation or
amortisation are assessed, at each reporting date, to determine whether there is any indication that the
assets are impaired. Where there is any indication that an asset might be impaired, the carrying value of
the asset (or CGU to which the asset has been allocated) is tested for impairment. 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 (or CGU’s) fair value less costs to sell and value in use.
For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are
separately identifiable cash flows (CGUs). Non-financial assets other than goodwill that suffered an
impairment are reviewed for possible reversal of the impairment at each reporting date.

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.

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

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.



BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC

Notes to the Financial Statements — 31 December 2019
(Amounts expressed in thousands of Georgian Lari)

4 Summary of Significant Accounting Policies (Continued)

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. Interest expense is recognized
on the basis of the effective interest method and is included in finance costs. Borrowings are classified as
current liabilities, unless the company has an unconditional right to defer settlement of the liability for at
least 12 months after the reporting date.

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.

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

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

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

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 ‘Other” within general and administrative expenses.

Uncertain tax positions. The Company’s uncertain tax positions are reassessed by management at the
end of each reporting period. Liabilities are recorded for income tax positions that are determined by
management as more likely than not to result in additional taxes being levied if the positions were to be
challenged by the tax authorities. The assessment is based on the interpretation of tax laws that have
been enacted or substantively enacted by the end of the reporting period, and any known court or other
rulings on such issues. Liabilities for penalties, interest and taxes other than on income are recognised
based on management’s best estimate of the expenditure required to settle the obligations at the end of
the reporting period. 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 and Equipment items are
deferred for 5 to 10 years for entities having more than 20% VAT exempted turnover.
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BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC

Notes to the Financial Statements — 31 December 2019
(Amounts expressed in thousands of Georgian Lari)

4 Summary of Significant Accounting Policies (Continued)

Revenue recognition. Revenue is measured at the fair value of the consideration received or receivable,
and represents amounts receivable for goods supplied, stated net of discounts, returns and value added
taxes. The Company recognises revenue when the amount of revenue can be reliably measured; when it
is probable that future economic benefits will flow to the entity; and when specific criteria have been met
for the Sale of goods, as described below.

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

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

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.

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

Amendment of the financial statements after issue. Any changes to these financial statements after
issue require approval of the Company’s management who authorised these financial statements for
issue.

5 Critical Accounting Estimates and Judgements in Applying Accounting Policies

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

Useful lives of property, equipment and intangible assets. The estimation of the useful life of an item
of property and equipment is a matter of management judgement based upon experience with similar
assets. In determining the useful life of an asset, management considers the expected usage, estimated
technical obsolescence, physical wear and tear and the physical environment in which the asset is
operated. Changes in any of these conditions or estimates may result in adjustments for future
depreciation rates.

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



BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC

Notes to the Financial Statements — 31 December 2019
(Amounts expressed in thousands of Georgian Lari)

6 Balances and Transactions with Related Parties

Parties are generally considered to be related if the parties are under common control or if one party has
the ability to control the other party or can exercise significant influence or joint control over the other
party in making financial and operational decisions. In considering each possible related party
relationship, attention is directed to the substance of the relationship, not merely the legal form.

Balances and transactions from related parties are fully from the parent company - Berlin-Chemie
Distributions GmbH.

At 31 December 2019, 31 December 2018 and 1 January 2018, the outstanding balances with related
parties were as follows:

31 December 31 December 1 January

2019 2018 2018

Trade and other receivables (Note 9) 751 - -
Trade and other payables (Note 13) 9,564 8,146 -
Borrowings (Note 12) - 2,126 -

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

2019 2018
Other non-operating income 142 -
Finance costs (Note 18) 28 27
Marketing and selling expenses (Note 17) 66 -

10



BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC

Notes to the Financial Statements — 31 December 2019
(Amounts expressed in thousands of Georgian Lari)

7 Property, Equipment and Intangible Assets

Movements in the carrying amount of property and equipment (“P&E”) and intangible assets were as
follows:

Vehicles Office Total Intangible Total
equipment and P&E asset
furniture
Deemed cost - - - -
Accumulated depreciation - - - -
Carrying amount at 1 January 2018 - - - -
Additions 1,446 100 1,546 11 1,557
Disposals (24) - (24) - (24)
Depreciation charge (46) (4) (50) - (50)
Carrying amount at 31 December 2018 1,376 96 1,472 11 1,483
Cost 1,422 100 1522 11 1,533
Accumulated depreciation (46) (4) (50) - (50)
At 31 December 2018 1,376 96 1,472 11 1,483
Additions - 41 41 338 379
Disposals (99) - (99) - (99)
Depreciation charge (179) (27) (206) (3) (209)
Depreciation on disposal 14 - 14 - 14
Carrying amount at 31 December 2019 1,112 110 1,222 346 1,568
Cost 1,323 141 1,464 349 1,813
Accumulated depreciation (211) (31) (242) (3) (245)
At 31 December 2019 1,112 110 1,222 346 1,568
8 Inventories
31 December 2019 31 December 2018 1 January 2018
Finished goods 6,818 3,581 -
Other inventories 79 10 -
Total inventories 6,897 3,591 -

Inventories with the cost of GEL 21,286 thousand (2018: GEL 6,196 thousand) were written off to cost of
sales during the year.

9 Trade and Other Receivables

31 December 2019 31 December 2018 1 January 2018
Trade receivables 10,759 8,562 -
Total trade receivables, net 10,759 8,562 -
Prepayments 56 46 -
Total trade and other receivables 10,815 8,608 -

11



BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC

Notes to the Financial Statements — 31 December 2019
(Amounts expressed in thousands of Georgian Lari)

10 Cash and Cash Equivalents

31 December 2019 31 December 2018 1 January 2018
Current accounts at banks 1,818 87 -
Total cash and cash equivalents 1,818 87 -

11 Charter Capital
Charter capital represents the amount of capital in the founding documentation of the Company.

Based on the shareholder resolution dated 31 August 2018, the shareholder of the Company contributed
GEL 72 to the Company’s charter capital.

12 Borrowings

31 December 2019 31 December 2018 1 January 2018
Loans from parent entity - 2,127 -
Total current borrowings - 2,127 -

Total borrowings of the Company represented a current loan from parent company denominated in Euro
at an annual interest rate of TIBR+1% (31 December 2018: TIBR+1%). During 2019 the loan from the
parent company was fully paid.

13 Trade and Other Payables

31 December 2019 31 December 2018 1 January 2018

Trade payables 19,374 11,624 -
Employee bonuses payable 694 312

Accrued liabilities 440 13 -
Other tax liabilities 97 10 -
Total trade and other payables 20,605 11,959 -

Trade payables to the parent company includes financial component. If Company does not to pay its
liability in 90 days period of time, interest is accrued on the outstanding balance of trade receivable with
an annual interest rate of TIBR+1% (2018: TIBR+1%).

Interest expense in the amount of GEL 561 (2018: GEL 27), included in the finance costs (note 18)
relates to trade payables to the parent company.

14 Revenue

2019 2018
Sale of goods, gross 36,416 10,897
Discounts (3,528) (1,872)
Total revenue, net 32,888 9,025
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BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC

Notes to the Financial Statements — 31 December 2019
(Amounts expressed in thousands of Georgian Lari)

15 Cost of Sales

2019 2018
Cost of sales 21,286 6,196
Total cost of sales 21,286 6,196
16 General and Administrative Expenses

2019 2018
Salary expenses 1,021 319
Business trip expenses 449 87
Office rent expense 391 79
Professional services 296 40
Logistic and warehousing service 191 58
Office expenses 112 23
Insurance expenses 110 32
Depreciation and amortisation 29 5
Other 88 24
Total general and administrative expenses 2,687 667
17 Marketing and Selling Expenses

2019 2018
Salary expenses 3,199 988
Advertising expenses 1,892 752
Promotional expenses 1,899 431
Fuel expense 190 50
Depreciation expense 179 46
Medical conference costs 162 60
Advertising agency fee 83 26
Other 290 83
Total marketing and selling expenses 7,894 2,436
18 Finance Costs

2019 2018
Foreign currency exchange (gain)/loss, net (50) 101
Interest expense 590 54
Bank charges 2 -
Total finance costs 542 155
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BERLIN CHEMIE/A MENARINI DISTRIBUTION GEORGIA LLC

Notes to the Financial Statements — 31 December 2019
(Amounts expressed in thousands of Georgian Lari)

19 Contingencies and Commitments

Legal proceedings. From time to time and in the normal course of business, claims against the
Company may be received. On the basis of its own estimates, 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
financial statements.

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

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

The Company’s uncertain tax positions are reassessed by management at the end of each reporting
period. Liabilities are recorded for income tax positions that are determined by management as more
likely than not to result in additional taxes being levied if the positions were to be challenged by the tax
authorities.

The assessment is based on the interpretation of tax laws that have been enacted or substantively
enacted by the end of the reporting period. Liabilities for penalties, interest and taxes other than on
income are recognised based on management's best estimate of the expenditure required to settle the
obligations at the end of the reporting period.

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

Operating lease commitments. The Company leases various property, under non-cancellable operating
lease agreements. The lease terms are between 3 and 4 years. The majority of lease agreements are
renewable at the end of the lease period at market rate. The future minimum lease payments under non-
cancellable operating leases are as follows:

31 December 2019 31 December 2018 1 January 2018
No later than 1 year 618 330 -
Later than 1 year and no later than 5 years 2,448 1,687 -
Later than 5 years - - -
Total 3,066 2,017 -

20 Events after the Reporting Period

COVID-19. Late in 2019 news first emerged from China about the COVID-19 (Coronavirus). The situation
at 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
had gained momentum. Management considers this outbreak to be a non-adjusting post balance sheet
event.

In March 2020, the Government of Georgia has announced state of emergency in the country and has
restricted major economic activities. Considering the Company represents a pharmaceutical sector, the
restrictions did not have any negative impact on the Company’s operations. The only change that the
management implemented is moving of the administrative function of the Company to remote work
arrangement.

Since 1 February 2021, the Government announced gradual lifting of restrictions posed due to COVID-19.
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v BERLIN-CHEMIE/A. MENARINI

DISTRIBUTION GEORGIA LLC

Management Report — Business Overview 2019

Berlin-Chemie/A. Menarini Distribution Georgia LLC

1. The entity’s business development, performance and position

General Information: Berlin-Chemie/A.Menarini Distribution Georgia LLC (hereinafter “BCM Georgia”)
was registered with the National Agency of Public Registry as a Limited Liability Company in accordance with
the legislation of Georgia on November 9, 2016 by its 100% owner - HRB108055B Berlin-Chemie Distribution;
The assigned identification code in Georgia is - 405175206.

Main activity: The main activity of the Company is the import of Berlin-Chemie brand pharmaceutical
products in Georgia and wholesale. Since August 2018, the Company started the first import in Georgia and from
September 2018 performed the first wholesale as well. Since that period, the Company has been actively
conducting the economic activities.

The company office is located in Thilisi, Georgia.

In 20109, the total operating revenue of the company was GEL 32,888 thousand and the amount of gross profit
was GEL 11,602 thousand, which is 310% increase since the previous year. The increases mainly due to the fact
that the Company started operations in September 2018 and has been conducting economic activities for only
four months in the previous year and in 2019 full year is represented.

2. Future development plans of the entity:

BCM Georgia is engaged in the commercialization and distribution of pharmaceutical products in the Georgian
market.

In 2019, BCM Georgia distributed BC AG pharmaceutical products in the following therapeutic areas:

Respiratory/Asthma;
Cardiovascular Medicine;
Rheumatology;
Gastroenterology;
Urology;

Ativaricose;
Endocrinology;
Antiallergic;

Neurology;

Antibacterial.

These pharmaceutical products were further classified into prescription (“MPH”) and consumer health (“MCH”).
In FY2019, BCM Georgia commercialized and distributed BC AG products to local wholesalers.

According to IQVIA*'s data, BCM Georgia takes second-third place in Georgia Market in 2019. Berlin-
Chemie/A.Menarini Distribution Georgia intends to stay in the pharmaceutical market and maintain a successful
position.

Also, the COVID-19 pandemic did not have a significant impact on the activities of Berlin-Chemie / A.Menarini
Distribution Georgia Ltd in either the current or future period, the company achieves its goals and there has been
no outflow of employees.

* IQVIA -An American multinational company serving the combined industries of health information technology and clinical
research.



3. Review of research and development of the entity:

In 2019, Berlin-Chemie/A.Menarini Distribution Georgia LL.C was not involved in any research and development
activities.

4. Information about the branches of the entity:

The Company has no branches — its head office is located in Tbilisi, Georgia.

5. Financial and non-financial indicators:

Main financial indicators:

‘000 GEL 2019 | 2018 | Explanation of variance

The increase is mainly due to the fact that the Company started
operations in September 2018 and had been conducting
economic activities for only four months in 2018.

Revenue 32,888 9,025
Also, the devaluation of Georgian Lari against Euro had a
positive impact on the growth of the revenue.

Gross profit 11,602 | 2,829 | Refer to the comment above

Net profit/(loss) 810 | (389) In 2018, the Company only had four months of operations,

and the start-up costs were higher than in subsequent period.

Devaluation of Georgian Lari against Euro positively impacted

. . o o
Gross profit margin 35% 31% the gross profit margin of the Company.

Main non-financial indicators:

2019 | 2018 | Explanation of variance
Number of brands in the portfolio 38 41 | Several brands were delisted

Brand SKU 85 90 | Several brands SKU were delisted
*SKU —Stock keeping unit

(i) Relationship with employees. The number of employees during 2019 was 64, including 52 women and
12 men. The Company is staffed with qualified personnel, whose rights are protected.

(i1) Relationship with suppliers and customers. Pharmaceutical products are supplied from parent
company and other purchases and services are provided from local providers. In 2019, the Company had
better credit terms (90 days) with the main supplier than in 2018 (60 days). Credit terms with local sales
distributors range from 30 to 75 days.

6. Detailed information regarding the purchase of own shares

The Company has not acquired own shares during 2019.



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

The Company’s total equity was GEL 493 thousand in 2019 and had an accumulated deficit of GEL 317
thousand in 2018.

8. Overview of credit, market, liquidity and cash flow risks of the enterprise and their
management mechanisms:

Market risk

Since BCM Georgia operates in a competitive industry, any changes in the price and demand volume affect its
profitability. The availability of substitute products, entrance of new competitors, and price fluctuations impacts the
Company’s market position. As such, BCM Georgia assumed market risks in relation to the sale of BCM products in
the local market.

The country team and marketing department of BCM Georgia developed and executed plans designed to target the
needs in the market and strengthen the market positions of its products.

Credit risks concentration

The Company sells to distributors in accordance with the terms of payment of the contract. Payments are made
only by non-cash payment to the Company's bank account. Credit risk is the largest risk for the Company’s
business and accordingly the receivables from the main revenue are insured. The main distributors have limited
credit lines. Credit risk refers to the risk that counterparties default on their contractual obligations and thus
result in a loss to the Company.

BCM Georgia assumes all losses arising from uncollectible receivables and bad debt accounts. It managed the
credit risk by coordinating with key account managers of its customers for the timely collection of invoices. In
2019, there were no significant uncollectible accounts in BCM Georgia’s financials.

Currency risk

The main risk is continuous devaluation of currency in the country. Foreign exchange risk is the risk associated
with fluctuations in the value of a Company’s base currency against the foreign currency in which the Company
has assets or obligations. This risk arises when prices are set in a currency different from the company’s functional
currency. As BCM Georgia purchases and sells in Euro currency on base of NBG rate equivalent in GEL on
product sales date, therefore, the foreign exchange risk exists, but is limited to fluctuations within the payment
term.

The Company makes inventory purchases in foreign currency with the key supplier (the parent entity) and sells
in Georgia in GEL, denominated in Euros. The payment is made by the distributor in GEL with the exchange rate
effective on the day of payment according to the National Bank of Georgia. All of the above significantly reduces
the risks of devaluation. The Company constantly monitors the devaluation of EUR/GEL exchange rate.

As at 31 December 2019, the Company’s current ratios was 0.95, an improvement from 0.87 as at 31
December 2018. The quick ratio for the same periods was 0.61 and 0.62, respectively.



Operational profit margin of 2019 and in 2018 is 4.11% and (2.59)%, respectively:
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Operational profit margin of 2019 and in 2018 is 4.11% and (2.59)%, respectively:

Type 2019 (TGEL) 2018 (TGEL)

Revenue 32,888 9,025
Cost of sales (21,286) (6,196)
Gross profit 11,602 2,829
General and administrative expenses (2,687) (667)
Marketing and selling expenses (7,894) (2,436)
Other non-operating income, net 331 40
Operating profit / (loss) 1,352 (234)
Operating profit margin 4.11% (2.59)%

Gocha Kavelashvili
Country Manager

Piotr Perz
Director

Victoria Kobalava
Chief Accountant

Voicu Vasile Ungureanu

Director
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