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ndependent AUCIto s Report

To the Shareholder of GR Property Management LLC

We have audited the consolidated financial statements of GR Property Management LLC
(the “Company”) and its subsidiary GR Borjomi-Bakuriani LLC (the “Group”), which comprise the
consolidated statement of financial position as at 31 December 2020, the consolidated statements of
profit or loss and other comprehensive income, changes in equity and cash flows for the year then ended,
and notes, comprising significant accounting policies and other explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,
the consolidated financial position of the Group as at 31 December 2020, and its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with International
Financial Reporting Standards (IFRS).

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 Auditors’ Responsibilities for the
Audit of the Consolidated Financial Statements section of our report. We are independent of the Group
in accordance with the International Ethics Standards Board for Accountants International Code of
Ethics for Professional Accountants (including International Independence Standards) (IESBA Code)
together with the ethical requirements that are relevant to our audit of the consolidated financial
statements in Georgia and we have fulfilled our other ethical responsibilities in accordance with these
requirements and the IESBA Code. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Statement of Management Report

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

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

We do not express any form of assurance conclusion on the Management Report. We have read the
Management Report and based on the work we have performed, we conclude that the Management
Report:

— is consistent with the consolidated financial statements and does not contain material misstatement;

— contains the information that is required by and is compliant with the Law of Georgia on Accounting,
Reporting and Auditing.

Responsibilities of Management and Those Charged with Governance for the Consolidated

Financial Statements

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

KPMG Georgia LLC, a company incorporated under the Laws of Georgia and a
member firm of the KPMG global organization of independent member firms affiliated
with KPMG International Limited, a private English company limited by guarantee.
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In preparing the consolidated financial statements, management is responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the Group
or to cease operations, or has no realistic alternative but to do so.

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

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

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

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

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

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

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

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

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

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

We communicate with those charged with governance regarding, among other matters, the planned

scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

The engagement partner on the audit resulting in this independent auditors’ report is:

Irina Gevorgyan

KPMG Georgia LLC
30 September 2021






’000 GEL

Assets

Property and equipment
Investment property
Non-current assets

Receivables from shareholder
Rent receivable

Other assets

Term deposits

Cash and cash equivalents
Current assets

Total assets

Equity
Charter capital
Non-cash owner contribution reserve

Accumulated losses

Total equity

Liabilities

Other payables

Advances received from customers
Current liabilities

Total liabilities

Total equity and liabilities

GR Property Management LLC
Consolidated Statement of Financial Position as at 31 December 2020

Note 31 December 2020

31 December 2019

6 13,369 11,854
7 18,392 14,779
31,761 26,633
10 (b) 21,803 3,257
12(b)(ii) 262 341
79 585
8 5,000 3,000
1,571 6,246
28,715 13,429
60,476 40,062
10
139,080 122,337
(3,149) (8,655)
(75,715) (74,112)
60,216 39,570
30 226
230 266
260 492
260 492
60,476 40,062
5

The consolidated statement of financial position is to be read in conjunction with the notes to, and forming part
of, the consolidated financial statements set out on pages 9 to 30.



’000 GEL

Rental income

Operating costs

Employee benefits expense

Gain on disposal of property and equipment
Impairment losses on rent receivables
Depreciation

Other income, net

Results from operating activities
Interest income

Net foreign exchange gain

Net finance income

(Loss)/profit before income tax
Income tax expense

(Loss)/profit and total comprehensive
(loss)/income for the year

GR Property Management LLC
Consolidated Statement of Profit or Loss and Other Comprehensive Income for 2020

Note 2020 2019
1,296 1,525
5 (2,346) (2,541)
(1,311) (1,324)
266 3,269
12(b)(ii) (512) (682)
(294) (309)
454 287
(2,447) 225
798 901
46 40
844 941
(1,603) 1,166
(1,603) 1,166

These consolidated financial statements were approved by management on 30 September 2021 and

were signed on its behalf by:

Ivane Kapanadze
General Director

Sophio loseliani
Chief Accountant

6

The consolidated statement of profit or loss and other comprehensive income is to be read in conjunction with

the notes to, and forming part of, the consolidated financial statements set out on pages 9 to 30.






GR Property Management LLC
Consolidated Statement of Changes in Equity for 2020

Non-cash owner

Charter contribution Accumulated Total

’000 GEL capital reserve losses equity

Balance at 1 January 2019 124,078 (8,655) (75,278) 40,145

Total comprehensive income for the year

Profit for the year - - 1,166 1,166

Transactions with owners, recorded directly

in equity

Reduction of charter capital (3,087) - - (3,087)

Non-cash contributions from the Parent

(Note 10(b)) 1,346 - - 1,346

Total transactions with owners, recorded

directly in equity (1,741) - - (1,741)

Balance at 31 December 2019 122,337 (8,655) (74,112) 39,570

Balance at 1 January 2020 122,337 (8,655) (74,112) 39,570

Total comprehensive loss for the year

Loss for the year - - (1,603) (1,603)

Transactions with owners, recorded directly

in equity

Reduction of charter capital (545) - - (545)

Non-cash contributions from the Parent

(Note 10(b)) 17,288 5,506 - 22,794

Total transactions with owners, recorded

directly in equity 16,743 5,506 - 22,249

Balance at 31 December 2020 139,080 3,149) (75,715) 60,216
7

The consolidated statement of changes in equity is to be read in conjunction with the notes to, and forming part of,
the consolidated financial statements set out on pages 9 to 30.



GR Property Management LLC
Consolidated Statement of Cash Flows for 2020

’000 GEL Note 2020 2019

Cash flows from operating activities

(Loss)/profit before income tax (1,603) 1,166

Adjustments for:

Net finance income (844) (941)

Impairment loss on rent receivables 512 682

Depreciation 294 309

Gain on disposal of property and equipment (266) (3,269)

Write off of property and equipment 253 -
(1,654) (2,053)

Changes in:

Rent receivable (733) (705)

Other assets 459 (1,426)

Other payables (312) 67

Advances received from customers (36) 43

Net cash used in operating activities (2,276) 4,074)

Cash flows from investing activities

Proceeds from sale of property and equipment 819 6,663
Interest received 792 901
Proceeds from term deposits 8 - 2,500
Placement of term deposits 8 (2,000) -
Acquisition of property and equipment and

investment property (2,029) (278)
Net cash (used in)/from investing activities (2,418) 9,786

Cash flows from financing activities
Reduction of charter capital - (2,000)
Net cash used in financing activities - (2,000)

Net (decrease)/increase in cash and cash

equivalents (4,694) 3,712

Cash and cash equivalents at 1 January 6,246 2,563

Effect of exchange rate fluctuation on cash and cash

equivalents 19 (29)

Cash and cash equivalents at 31 December 9 1,571 6,246
8

The consolidated statement of cash flows is to be read in conjunction with the notes to, and forming part of,
the consolidated financial statements set out on pages 9 to 30.
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GR Property Management LLC
Notes to the consolidated financial statements for 2020

Reporting entity
Georgian business environment

The Group’s operations are primarily located in Georgia. Consequently, the Group is exposed to the
economic and financial markets of Georgia, which display characteristics of an emerging market. The
legal, tax and regulatory frameworks continue development, but are subject to varying interpretations
and frequent changes which together with other legal and fiscal impediments contribute to the
challenges faced by entities operating in Georgia. The COVID-19 coronavirus pandemic has further
increased uncertainty in the business environment (see Note 16).

The consolidated financial statements reflect management’s assessment of the impact of the Georgian
business environment on the operations and the financial position of the Group. The future business
environment may differ from management’s assessment.

Organisation and operations

The consolidated financial statements include the financial statements of GR Property Management
LLC (the “Company”) and its wholly owned subsidiary, GR Borjomi-Bakuriani LLC (together referred
to as the “Group” and individually as the “Group entities”). The Company and its subsidiary are limited
liability companies as defined under the Law of Georgia on Entrepreneurs and are incorporated and
domiciled in Georgia, on 15 July 2009 and 6 April 2010, respectively. The identification numbers of
the Company and its subsidiary are 202460103 and 426109052, respectively.

The Company’s registered office is 15 Queen Tamar Avenue, Tbilisi 0112, Georgia.

The Company’s principal activity is the ownership of transportation facilities, rail track infrastructure
and railway stations, with related land plots, for its further lease, or disposal.

GR Borjomi-Bakuriani LLC is providing passenger transportation services to tourists and local
residents, between the destinations of Borjomi and Bakuriani.

The Group is wholly owned by JSC Georgian Railway (the “Parent”), which is in turn owned by

JSC Partnership Fund, a wholly state-owned Company. The ultimate controlling party of the Group is
the Government of Georgia. Related party transactions are disclosed in Note 14.

Basis of accounting
Statement of compliance

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

Functional and presentation currency

The national currency of Georgia is the Georgian Lari (“GEL”), which is the Group’s functional
currency and the currency in which these consolidated financial statements are presented.

All financial information presented in GEL has been rounded to the nearest thousand, except when
otherwise indicated.
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Notes to the consolidated financial statements for 2020

Use of estimates and judgments

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

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

Information about critical judgments in applying accounting policies that have the most significant
effect on the amounts recognised in the consolidated financial statements is included in the note:

— Note 10 (b) — Non-cash owner contribution reserve

There is no information about assumptions and estimation uncertainties that have a significant risk of
resulting in a material adjustment to the carrying amounts of assets and liabilities within the next
financial year.

Measurement of fair values

A number of the Group’s accounting policies and disclosures require the determination of fair values
for financial assets and liabilities. The fair values have been determined for measurement and disclosure
purposes.

When measuring the fair value of an asset or a liability, the Group uses market observable data as far
as possible. Fair values are categorised into different levels in a fair value hierarchy based on the inputs
used in the valuation techniques as follows:

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

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

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

If the inputs used to measure the fair value of an asset or a liability might be categorised in different
levels of the fair value hierarchy, then the fair value measurement is categorised in its entirety in the
same level of the fair value hierarchy as the lowest level input that is significant to the entire
measurement.

Further information about the assumptions made in measuring fair values are included in the following
notes:

— Note 10 (b) —Non-cash owner contribution reserve;
— Note 12(a) — fair value of financial assets and liabilities.

Operating costs

000 GEL 2020 2019
Taxes, other than on income 882 895
Security costs 273 265
Rental costs 248 260
Utility costs 186 190
Repair and maintenance 100 449
Audit costs 52 81
Other 605 401
2,346 2,541

10
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GR Property Management LLC
Notes to the consolidated financial statements for 2020

Property and equipment

Land and Transportation

'000 GEL buildings facilities Others Total
Cost

Balance at 1 January 2019 10,828 2,670 15,021 28,519
Additions 42 31 2,195 2,268
Disposals - - (2,982) (2,982)
At 31 December 2019 10,870 2,701 14,234 27,805
Balance at 1 January 2020 10,870 2,701 14,234 27,805
Additions - 1,800 468 2,268
Disposals - - (718) (718)
At 31 December 2020 10,870 4,501 13,984 29,355
Accumulated depreciation

Balance at 1 January 2019 10,180 1,725 4,497 16,402
Depreciation charge - 99 54 153
Disposals - - (604) (604)
At 31 December 2019 10,180 1,824 3,947 15,951
Balance at 1 January 2020 10,180 1,824 3,947 15,951
Depreciation charge - 83 61 144
Disposals - - (109) (109)
At 31 December 2020 10,180 1,907 3,899 15,986

Net book value

Balance at 1 January 2019 648 945 10,524 12,117
Balance at 31 December 2019 690 877 10,287 11,854
Balance at 31 December 2020 690 2,594 10,085 13,369

Land and building and transportation facilities above represent the property of GR Borjomi-Bakuriani
LLC, used in the provision of passenger transportation services (see Note 1(b)).

Others include idle transportation facilities, railway infrastructure and other assets owned by
GR Property Management LLC.

As at 31 December 2020 and 31 December 2019 management believes that the carrying amount of
property and equipment approximates its recoverable amount.

Fair value of the non-cash contributions

JSC Georgian Railway contributes certain property and equipment in the form of an increase or in
charter capital.

Additions to property and equipment in 2020 include receipt of non-cash assets of GEL 372 thousand,
which has been contributed by the Parent to the charter capital of the Group during 2020 and 2019
(2019: GEL 1,989 thousand non-cash contributions during 2018 and 2019, which were actually
received in 2019). See note 10 (b).

Management believes, that the carrying value of the assets transferred by the Parent to the ownership
of the Group during 2020 and 2019 approximates to the fair value at the date of transfer.

11



(@

(b)

GR Property Management LLC
Notes to the consolidated financial statements for 2020

Investment property

Land and
'000 GEL buildings
Cost
Balance at 1 January 2019 36,670
Additions 567
Disposals (226)
At 31 December 2019 37,011
Balance at 1 January 2020 37,011
Additions 3,763
At 31 December 2020 40,774
Accumulated depreciation
Balance at 1 January 2019 22,274
Depreciation charge 156
Disposals (198)
Balance at 31 December 2019 22,232
Balance at 1 January 2020 22,232
Depreciation charge 150
Balance at 31 December 2020 22,382
Net book value
Balance at 1 January 2019 14,396
Balance at 31 December 2019 14,779
Balance at 31 December 2020 18,392

Investment property comprises land plots with the attached buildings (railway stations). Railway
stations, leased out mainly to the Parent, contain easily cancellable terms, with an annual fixed rental
price.

Fair value of the non-cash contributions

Additions to investment property during 2020 include the non-cash contributions by the Parent
company at fair value of GEL 3,620 thousand (2019: GEL 567 thousand). Management believes, that
the carrying value of the assets transferred by the Parent to the ownership of the Group during 2020
and 2019 approximates to the fair value at the date of transfer (See note 10 (b)).

Fair value of investment property

Management estimates that the fair value of investment property at 31 December 2020 and 2019
approximates its carrying amount.

Investment Valuation technique

property

Land and buildings The fair value of land and buildings was determined based on market prices in
the recent transactions or announced asking prices of similar properties in the
similar location and physical condition. The significant unobservable inputs
related to the differences in the characteristics of the lands, such as size,
location, access to the property and discount achieved through negotiation, for
which the Group applied 0% to 40% adjustments to observed asking prices.

The fair value is categorized into Level 3 of the fair value hierarchy, because of significant unobservable
inputs to the valuation technique used.

12
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GR Property Management LLC
Notes to the consolidated financial statements for 2020

Term deposits

’000 GEL 31 December 2020 31 December 2019
Term deposits 5,000 3,000
5,000 3,000

Term deposits represent deposits in functional currency with two local banks at 10.5% (2019: one local
bank at 10.5%) p.a. with maturities greater than three months but less than one year from the acquisition
dates. The Group’s exposure to currency and credit risks are disclosed in Note 12.

Cash and cash equivalents

’000 GEL 31 December 2020 31 December 2019
Cash at bank 520 518
Call deposits 1,051 5,728

Cash and cash equivalents in the consolidated statement of
financial position and in the consolidated statement of cash
flows 1,571 6,246

Call deposits represent on demand deposits with a local bank for which the Group has the unilateral
right to withdraw instantly without incurring penalties or significant loss of interest. Consequently,
these deposits have been classified as cash equivalents. The Group’s exposure to currency and credit
risks are disclosed in Note 12.

Equity

Charter capital

Charter capital represents the nominal amount of capital in the founding documentation of the Group.
Non-cash owner contribution reserve

The difference between the nominal amount of charter capital for non-cash assets contributed by the
owner and the fair value of the contributed assets is recognized in the non-cash owner contribution
reserve.

The fair value of non-cash contributions is determined at the date of shareholder’s decision and
respective receivables from shareholders is recognized. Subsequently, when the non-cash items are
received by the Group, receivable from shareholders is derecognized and respective Property and
Equipment or Investment Property is recognized.

Additions to charter capital during 2020 include the non-cash contributions by the Parent company at
nominal value of GEL 17,288 thousand (2019: GEL 1,346 thousand), which was determined to be less
than the fair value of non-cash contributions by GEL 5,506 thousand (2019:nil) and which is recognized
in the non-cash owner contribution reserve.

The fair value of non-cash contributions of GEL 3,737 thousand in 2020 was recognized as an addition
to investment property and property and equipment (Out of which, GEL 1,206 thousand was directly
recognized as investment property) as those assets were received in 2020. Remaining
GEL 255 thousand additions to investment property and property and equipment represent non-cash
contributions during 2019, which were received in 2020. (See note 7 (a) and note 6 (a)).

13
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GR Property Management LLC
Notes to the consolidated financial statements for 2020

Non-cash items of GEL 19,057 thousand, which are contributed to the charter capital of the Group
during 2020 based on the shareholder’s decision, but not received yet at 31 December 2020 are
classified as receivables from shareholders.

Non-cash contributions during 2020 mainly relates to the land plots with the attached buildings located
in Tbilisi and in Batumi with total area of 7,725 sq.m. and 85,180 sq.m respectively.

The fair value of non-cash contributions were determined based on announced asking prices of similar
assets in the similar location or physical condition. The fair value estimate is categorized into Level 3
of the fair value hierarchy, because of significant unobservable adjustments used in the valuation
methods. The significant unobservable inputs related to the difference in the characteristics of the
properties, such as location and physical conditions.

Distribution from the charter capital of GEL 545 thousand represents derecognition of previously
recognized receivables from shareholder due to the decision made by the management board of Parent
company not to transfer those non-cash contributions to the Group.

Dividends

The owners of charter capital are entitled to receive dividends as declared from time to time and are
entitled to the number of votes corresponding to the percentage of ownership in the Group at meetings
of the Group. No dividends were declared and paid during 2020 (2019: nil).

Capital management

The Group has no formal policy for capital management but management seeks to maintain a sufficient
capital base for meeting the Group’s operational and strategic needs, and to maintain confidence of
market participants. This is achieved with efficient cash management and constant monitoring of the
Group’s revenue and profit.

There were no changes in the Group’s approach to capital management during the year. Neither the
Company nor its subsidiary are subject to externally imposed capital requirements.

Fair values and risk management
Fair value of financial assets and liabilities

The estimates of fair value are intended to approximate the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between market participants at the measurement
date. However given the uncertainties and the use of subjective judgment, the fair value should not be
interpreted as being realizable in an immediate sale of the assets or transfer of liabilities.

Management believes that the fair value of the Group’s financial assets and financial liabilities
approximates their carrying amounts due to short maturities of most of the aforementioned instruments.

Financial risk management

The Group has exposure to the following risks from its use of financial instruments:
credit risk;

liquidity risk;

market risk; and
Interest rate risk.

14
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GR Property Management LLC
Notes to the consolidated financial statements for 2020

Risk management framework

The Board of Directors of the Parent has overall responsibility for the establishment and oversight of
the Group’s risk management framework.

The Group’s risk management policies are established to identify and analyse the risks faced by the
Group, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed regularly to reflect changes in market conditions and
the Group’s activities. The Group, through its training and management standards and procedures, aims
to develop a disciplined and constructive control environment in which all employees understand their
roles and obligations.

The Board of Directros of the Parent oversees how management monitors compliance with the Group’s
risk management procedures and reviews the adequacy of the risk management framework in relation
to the risks faced by the Group.

Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial
instrument fails to meet its contractual obligations, and arises principally from the Group’s term
deposits, cash and cash equivalents and rent receivable.

Exposure to credit risk

The table below shows the maximum exposure to credit risk for the components of the consolidated
statement of financial position:

Carrying amount

’000 GEL 31 December 2020 31 December 2019
Cash and cash equivalents 1,571 6,246
Term deposits 5,000 3,000
Rent receivable 262 341

6,833 9,587

Rent receivable

The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each
customer. However, management also considers the factors that may influence the credit risk of the
Group’s customer base, including the default risk of the industry and country, in which customers
operate, particularly in the currently deteriorating economic circumstances.

During 2020, approximately 47% (2019: 47%) of the Group’s rental income is attributable to the
transactions with the Group’s Parent company.

The Group’s rent receivable consists of receivables from Georgian companies, providing transportation
ticket sale or other services to individuals. Credit risk related to these receivables is managed through
the monthly monitoring of receivable balances and requiring immediate repayment of a debt when the
balance approaches specific limits set for each individual counterparty.

In monitoring customer credit risk, customers are grouped according to their credit characteristics,
including aging profile, maturity and existence of previous financial difficulties.

No collateral in respect of rent receivable is generally required.

The Group establishes an allowance for impairment that represents its estimate of expected credit losses
in respect of rent receivables.

15
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GR Property Management LLC
Notes to the consolidated financial statements for 2020

Expected credit loss

The following table provides information about the exposure to credit risk and ECLs for rent
receivables for customers as at 31 December 2020:

’000 GEL 31 December 2020 31 December 2020 31 December 2020
Not credit- Credit-

Customer Credit risk grade impaired impaired Total

Low risk 23 310 333

High risk - 2,296 2,296

Total gross carrying amount 23 2,606 2,629

Loss allowance - (2,367) (2,367)
23 239 262

The following table provides information about the exposure to credit risk and ECLs for trade
receivables for customers as at 31 December 2019:

’000 GEL 31 December 2020 31 December 2019 31 December 2019
Not credit- Credit-

Customer Credit risk grade impaired impaired Total

Low risk 231 226 457

High risk - 1,739 1,739

Total gross carrying amount 231 1,965 2,196

Loss allowance - (1,855) (1,855)
231 110 341

The movement in the allowance for impairment in respect of rent receivables during the year was as
follows:

000 GEL 2020 2019

Balance at beginning of the year 1,855 1,173
Increase during the year 512 682
Balance at end of the year 2,367 1,855

The allowance account in respect of rent receivables is used to record impairment losses unless the
Group is satisfied that no recovery of the amount owing is possible; at that point the amount is
considered irrecoverable and is written off against the financial asset directly.

Cash and cash equivalents and term deposits

The Group held cash and cash equivalents and term deposits of GEL 1,571 thousand as at 31 December
2020 (31 December 2019: GEL 6,246 thousand) and GEL 5,000 thousand as at 31 December 2020
(31 December 2019: GEL 3,000 thousand), respectively, which represents its maximum credit exposure
on these assets. The cash and cash equivalents and term deposits are held with bank and financial
institution counterparties, which are rated BB- (long-term rating) and B (short-term rating) and B+
(long-term rating) and B (short-term rating), respectively, based on rating agency Fitch ratings. All
balances are neither overdue nor impaired and categorized under Stage 1. The Group does not expect
any counterparty to fail to meet its obligations.

Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations associated
with its financial liabilities that are settled by delivering cash or another financial asset. The Group’s
approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient
liquidity to meet its liabilities when due, under both normal and stressed conditions, without incurring
unacceptable losses or risking damage to the Group’s reputation.

16
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GR Property Management LLC
Notes to the consolidated financial statements for 2020

The Group ensures that it has sufficient cash on demand to meet expected operational expenses for the
period of three months, including the servicing of financial obligation. This excludes the potential
impact of extreme circumstances that cannot reasonably be predicted, such as natural disasters and
pandemic.

The Group uses maturity tables in managing its liquidity risk. All of the Group’s financial liabilities are
contractually due to be settled during the six month period after the reporting date. Management
estimates that the timing of cash outflows from financial liabilities does not exceed one year.

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and
equity prices will affect the Group’s income or the value of its holdings of financial instruments. The
objective of market risk management is to manage and control market risk exposures within acceptable
parameters, while optimising the return.

Currency risk

The Group is exposed to currency risk on cash and cash equivalents that are denominated in a currency
other than GEL. The currencies in which these transactions are primarily denominated is USD.

Exposure to currency risk
As at 31 December 2020 and 31 December 2019, the Group has exposure to foreign currency risk from
its cash and cash equivalents and rent receivables, amounting to GEL 147 thousand

(2019: GEL 131 thousand) and GEL 59 thousand (2019: GEL 239 thousand), respectively.

The following exchange rates have been applied during the year:

in GEL Average rate Reporting date spot rate
2020 2019 2020 2019
USD 3.1097 2.8192 3.2766 2.8677

Sensitivity analysis

A reasonably possible movement of the GEL against USD at 31 December 2020 and
31 December 2019 would have an insignificant effect on the measurement of financial instruments
denominated in a foreign currency and profit or loss before tax.

Interest rate risk

Changes in interest rates impact primarily cash and cash equivalents and term deposits by changing
either their fair value (fixed rate) or their future cash flows (variable rate). Management does not have
a formal policy of determining how much of the Group’s exposure should be to fixed or variable rates.
However, at the time of placement of demand or term deposits, management uses its judgment to decide
whether it believes that a fixed or variable rate would be more favourable to the Group over the expected
period until maturity.

As at 31 December 2020 and 31 December 2019, cash and cash equivalents and term deposits represent
fixed interest-bearing financial instruments.

Fair value sensitivity analysis for fixed rate instruments
The Group does not account for any fixed-rate financial instruments as fair value through profit or loss
or as available-for-sale. Therefore, a change in interest rates at the reporting date would not have an

effect in profit or loss or in equity
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Contingencies and commitments
Taxation contingencies

The taxation system in Georgia is relatively new and is characterised by frequent changes in legislation,
official pronouncements and court decisions, which are sometimes unclear, contradictory and subject
to varying interpretation. In the event of a breach of tax legislation, no liabilities for additional taxes,
fines or penalties may be imposed by the tax authorities after three years have passed since the end of
the year in which the breach occurred.

These circumstances may create tax risks in Georgia that are more significant than in other countries.
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 consolidated financial
statements, if the authorities were successful in enforcing their interpretations, could be significant.

Litigation

In the ordinary course of business, the Group is subject to legal actions, litigations and complaints.
Management believes that the ultimate liability, if any, arising from such actions or complaints will not
have a material adverse effect on the financial condition or the results of future operations.

Insurance

The insurance industry in Georgia is in a developing state and many forms of insurance protection
common in other parts of the world are not yet generally available. The Group does not have full
coverage for its property and equipment and investment property, business interruption, or third party
liability in respect of property or environmental damage arising from accidents relating to the Group’s
operations. Until the Group obtains adequate insurance coverage, there is a risk that the loss or
destruction of certain assets could have a material adverse effect on the Group's operations and financial
position.

Related parties

Parent and ultimate controlling party

At 31 December 2020 and the date these consolidated financial statements were authorised for issue
the immediate and ultimate parent of the Group is JSC Georgian Railway and JSC Partnership Fund,

respectively. The ultimate controlling party of the Group is the Government of Georgia.

JSC Georgian Railway and JSC Partnership Fund produce publicly available consolidated financial
statements in accordance with IFRSs which are available on the entities’ websites.

Transactions with key management personnel
Key management remuneration

Key management received the following remuneration during the year, which is included in employee
benefits expenses:

’000 GEL 2020 2019
Salaries and bonuses 147 172

18



(©)
(i)

(i)

15.

16.

GR Property Management LLC
Notes to the consolidated financial statements for 2020
Other related party transactions
Transactions with the Government

The Group transacts in its daily operations with a number of entities that are either controlled, jointly
controlled or under significant influence of the Government of Georgia. The Group has opted to apply
the exemption in IAS 24 Related Party Disclosures that allows the presentation of reduced related party
disclosures regarding transactions with government-related entities.

The Group’s other related party transactions are disclosed below.

Related party transactions

Transaction Transaction Outstanding Outstanding
value value balance balance
’000 GEL 2020 2019 31 December 2020 31 December 2019
Rental income
Parent Company 623 673 158 200

Management estimates that the aggregate amounts of the related balances with other Government-
related entities are not significant.

Non-cash capital contributions from the Parent company is disclosed in note 10 (b).

Subsequent event

Subsequent to the reporting date, the Parent has approved increase of the charter capital of the Group
by GEL 636 thousand through capital contribution of non-cash items and non-cash distributions from
the charter capital of the Group amounted to GEL 299 thousand.

In February 2021 The Group has actually received non-cash items from the Parent contributed in 2020,
with the fair value of GEL 19,057 thousand.

Impact of Covid-19

The COVID-19 outbreak started to have a significant impact in Georgia in late February, 2020. On
11 March 2020, the World Health Organization declared the coronavirus outbreak a pandemic and
Georgian government started to take measures to contain the virus — imposed restrictions on the cross-
border movement, instructed the business community to transfer employees to work from home, etc.
To enhance social distancing the schools, restaurants, cinemas and sports activities have stayed
suspended for most of the 2020.

The outbreak of COVID-19 has substantially affected the economy and the business environment
globally and in Georgia. Georgia’s real GDP year-over-year change for 2020 is estimated at negative
6.1% (according to GeoStat) compared to positive 5.1% and 4.8% in 2019 and 2018 respectively.
Although, the freight transportation sector tends to be more resilient than most of the other sectors, still
COVID-19 did have a negative impact on the Group’s passenger transportation segment and
infrastructural project.

The major implications of COVID-19 pandemic on the business and the industry have been the
following:

(i) During 2019 the Group generated gain on disposal of property and equipment in the amount of
GEL 3,269 thousand, while during 2020 gain from sale of assets on auctions amounted to
GEL 266 thousand.
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(i) The management is of the view that the Group is expected to continue its operations in its normal
way in the foreseeable future due to having solid reserves of cash and cash equivalents, absence of
external debt and ready access to the financial resources of the Parent JSC Georgian Railway, when
required.

(iii)) The Group did not seek any additional indebtedness either for the liquidity purposes or for its
ongoing capital investment projects.

Taking into account the Group’s current operational and financial performance along with other
currently available public information, management does not anticipate an immediate significant
adverse impact of the COVID-19 outbreak on the Group’s financial position and operating results.

The management cannot preclude the possibility that extended lockdown periods, an escalation in
severity of such measures, or a consequential adverse impact of such measures on the economic
environment will have an adverse effect on the Group in the medium and longer term. The Group also
considers negative development scenarios and is ready to adapt its operational plans accordingly.

Management continues to monitor the situations closely and will respond to mitigate the impact of such
events and circumstances as they occur.

Basis of measurement

The consolidated financial statements are prepared on the historical cost basis.

Significant accounting policies

The accounting policies set out below have been applied consistently to all periods presented in these
consolidated financial statements and have been applied consistently by the Group entities

A number of new or amended standards and interpretations are effective from 1 January 2020 but they
do not have a material effect on the Group’s consolidated financial statements.

Basis of consolidation
Subsidiaries

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed to,
or has rights to, variable returns from its involvement with the entity and has the ability to affect those
returns through its power over the entity. The consolidated financial statements of subsidiaries are
included in the consolidated financial statements from the date that control commences until the date
that control ceases. The accounting policies of subsidiaries have been changed when necessary to align
them with the policies adopted by the Group.

Transaction elimination on consolidation

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group
transactions, are eliminated.

Revenue
Rental income

Rental income from investment property is recognised in profit or loss on a straight-line basis over the
term of the lease. Lease incentives granted are recognised as an integral part of the total rental income,
over the term of the lease.
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Finance income and costs
The Group’s finance income and finance costs include:

— interest income on deposits;
— the foreign currency gain or loss on financial assets and financial liabilities;

Interest income is recognised using the effective interest method.

The ‘effective interest rate’ is the rate that exactly discounts estimated future cash payments or receipts
through the expected life of the financial instrument to:

— the gross carrying amount of the financial asset; or
— the amortised cost of the financial liability.

In calculating interest income and expenses, the effective interest rate is applied to the gross carrying
amount of the asset (when the asset is not credit-impaired) or to the amortised cost of the liability.
However, for financial assets that have become credit-impaired subsequent to initial recognition,
interest income is calculated by applying the effective interest rate to the amortised cost of the financial
asset. If the asset is no longer credit-impaired, then the calculation of interest income reverts to the
gross basis.

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

Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currencies of Group
entities at exchange rates at the dates of the transactions.

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

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

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

Income tax expense comprises current and deferred tax. It is recognised in profit or loss except to the
extent that it relates to a business combination, or items recognised directly in equity or in other
comprehensive income.

Current tax

Current tax comprises the expected tax payable or receivable on the taxable income or loss for the year,
using tax rates enacted or substantively enacted at the reporting date, and any adjustment to tax payable
in respect of previous years. Current tax payable also includes any tax liability arising from dividends.

On 13 May 2016 the Parliament of Georgia passed the bill on corporate income tax reform (also known
as the Estonian model of corporate taxation), which mainly moves the moment of taxation from when
taxable profits are earned to when they are distributed. The law has entered into force in 2016 and is
effective for tax periods starting after 1 January 2017 for all entities except for financial institutions
(such as banks, insurance companies, microfinance organizations, pawnshops), for which the law will
become effective from 1 January 2023.
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The new system of corporate income taxation does not imply exemption from Corporate Income Tax
(CIT), rather CIT taxation is shifted from the moment of earning the profits to the moment of their
distribution; i.e. the main tax object is distributed earnings. The Tax Code of Georgia defines
Distributed Earnings (DE) to mean profit distributed to shareholders as a dividend. However some other
transactions are also considered as DE, for example non-arm’s length cross-border transactions with
related parties and/or with persons exempted from tax are also considered as DE for CIT purposes.

The corporate income tax arising from the payment of dividends is accounted for as an expense in the
period when dividends are declared, regardless of the actual payment date or the period for which the
dividends are paid. The amount of tax payable on a dividend distribution is calculated as 15/85 of the
amount of the net distribution.

Set off the tax payable on dividends declared and paid is available for the corporate income tax paid
on the undistributed earnings in the years 2008-2016, if those earnings are distributed in 2017 or further
years.

The Tax Code of Georgia provides for charging corporate income tax on certain transactions not related
to the entity’s economic activities, free of charge supplies and representative expenses over the allowed
limit. The Group considers the taxation of such transaction as outside of the scope of IAS 12 Income
Taxes and accounts for the tax on such items as taxes other than on income.

Property and equipment
Recognition and measurement

Items of property and equipment are measured at cost less accumulated depreciation and impairment
losses.

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

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

Subsequent costs

Subsequent expenditure is capitalised only if it is probable that the future economic benefits associated
with the expenditure will flow to the Group.

The costs of the day-to-day servicing of property and equipment are recognised in profit or loss as
incurred.

Depreciation

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

Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful lives of

each part of an item of property and equipment, since this most closely reflects the expected pattern of
consumption of the future economic benefits embodied in the asset.
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The estimated average useful lives of significant items of property and equipment for the current and
comparative periods are as follows:

— buildings 10-50 years;
— rail track infrastructure 10-25 years;
— transportation facilities and others 6-15 years.

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

Gain/(loss) on disposal

The gain or loss arising from the derecognition of an item of property and equipment is included in
profit or loss when the item is derecognized. Gains are not classified as revenue.

Investment property

Investment properties are properties which are held either to earn rental income or for capital
appreciation, or for both. These include properties with currently undetermined future use.

Items of investment property are measured at cost less accumulated depreciation and impairment losses.

Investment properties are measured initially at cost, including transaction costs. The carrying amount
includes the cost of replacing part of an existing investment property at the time that cost is incurred if
the recognition criteria are met, and excludes the costs of day-to-day servicing of an investment
property. Subsequent to initial recognition, investment properties are stated at cost less accumulated
depreciation and any impairment. Land is not depreciated.

The estimated useful life of items of investment property are the same as for the property and equipment
(Note 18 (f) (iii)). Investment properties are derecognised when either they have been disposed of or
when the investment property is permanently withdrawn from use and no future economic benefit is
expected from its disposal. The gain or loss arising from the derecognition of an item of investment
property is included in profit or loss when the item is derecognized. Gains are not classified as revenue.

Transfers are made to investment property when, and only when, there is a change in use, evidenced
by ending of owner-occupation or commencement of an operating lease to another party. Transfers are
made from investment property when, and only when, there is a change in use, evidenced by
commencement of owner-occupation or commencement of development with a view to sale.

Financial instruments
Recognition and initial measurement

Rent receivable are initially recognised when they are originated. All other financial assets and financial
liabilities are initially recognised when the Group becomes a party to the contractual provisions of the
instrument.

A financial asset (unless it is a rent receivable without a significant financing component) or financial
liability is initially measured at fair value plus, for an item not at FVTPL, transaction costs that are
directly attributable to its acquisition or issue. A rent receivable without a significant financing
component is initially measured at the transaction price.

Classification and subsequent measurement

Financial assets

On initial recognition, a financial asset is classified as measured at: amortised cost; FVOCI — debt
investment; FVOCI — equity investment; or FVTPL.
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Financial assets are not reclassified subsequent to their initial recognition unless the Group changes its
business model for managing financial assets, in which case all affected financial assets are reclassified
on the first day of the first reporting period following the change in the business model.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not
designated as at FVTPL:

— it is held within a business model whose objective is to hold assets to collect contractual cash flows;
and

— its contractual terms give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

A debt investment is measured at FVOCI if it meets both of the following conditions and is not
designated as at FVTPL:

— it is held within a business model whose objective is achieved by both collecting contractual cash
flows and selling financial assets; and

— its contractual terms give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

On initial recognition of an equity investment that is not held for trading, the Group may irrevocably
elect to present subsequent changes in the investment’s fair value in OCI. This election is made on an
investment-by-investment basis.

All financial assets not classified as measured at amortised cost or FVOCI as described above are
measured at FVTPL.

Financial assets — Business model assessment

The Group makes an assessment of the objective of the business model in which a financial asset is
held at a portfolio level because this best reflects the way the business is managed and information is
provided to management. The information considered includes:

— the stated policies and objectives for the portfolio and the operation of those policies in practice.
These include whether management’s strategy focuses on earning contractual interest income,
maintaining a particular interest rate profile, matching the duration of the financial assets to the
duration of any related liabilities or expected cash outflows or realising cash flows through the sale
of the assets;

— the risks that affect the performance of the business model (and the financial assets held within that
business model) and how those risks are managed;

— the frequency, volume and timing of sales of financial assets in prior periods, the reasons for such
sales and expectations about future sales activity.

Transfers of financial assets to third parties in transactions that do not qualify for derecognition are not
considered sales for this purpose, consistent with the Group’s continuing recognition of the assets.

Financial assets that are held for trading or are managed and whose performance is evaluated on a fair
value basis are measured at FVTPL.

Financial liabilities — Classification, subsequent measurement and gains or losses

Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is
classified as at FVTPL if it is classified as held-for-trading, it is a derivative or it is designated as such
on initial recognition. Financial liabilities at FVTPL are measured at fair value and net gains or losses,
including any interest expense, are recognised in profit or loss. Other financial liabilities are
subsequently measured at amortised cost using the effective interest method. Interest expense and
foreign exchange gains and losses are recognised in profit or loss. Any gain or loss on derecognition is
also recognised in profit or loss.
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(iii) Modification of financial assets and financial liabilities
Financial assets

If the terms of a financial asset are modified, the Group evaluates whether the cash flows of the modified
asset are substantially different. If the cash flows are substantially different (referred to as ‘substantial
modification’), then the contractual rights to cash flows from the original financial asset are deemed to
have expired. In this case, the original financial asset is derecognised and a new financial asset is
recognised at fair value.

The Group performs a quantitative and qualitative evaluation of whether the modification is substantial,
i.e. whether the cash flows of the original financial asset and the modified or replaced financial asset
are substantially different. The Group assesses whether the modification is substantial based on
quantitative and qualitative factors in the following order: qualitative factors, quantitative factors,
combined effect of qualitative and quantitative factors. If the cash flows are substantially different, then
the contractual rights to cash flows from the original financial asset deemed to have expired. In making
this evaluation the Group analogizes to the guidance on the derecognition of financial liabilities.

The Group concludes that the modification is substantial as a result of the following qualitative factors:

e change the currency of the financial asset;
e change in collateral or other credit enhancement.

If the cash flows of the modified asset carried at amortised cost are not substantially different, then the
modification does not result in derecognition of the financial asset. In this case, the Group recalculates
the gross carrying amount of the financial asset and recognises the amount arising from adjusting the
gross carrying amount as a modification gain or loss in profit or loss. The gross carrying amount of the
financial asset is recalculated as the present value of the renegotiated or modified contractual cash flows
that are discounted at the financial asset’s original effective interest rate. Any costs or fees incurred
adjust the carrying amount of the modified financial asset and are amortised over the remaining term
of the modified financial asset.

Financial liabilities

The Group derecognises a financial liability when its terms are modified and the cash flows of the
modified liability are substantially different. In this case, a new financial liability based on the modified
terms is recognised at fair value. The difference between the carrying amount of the financial liability
extinguished and the new financial liability with modified terms is recognised in profit or loss.

If a modification (or exchange) does not result in the derecognition of the financial liability the Group
applies accounting policy consistent with the requirements for adjusting the gross carrying amount of
a financial asset when a modification does not result in the derecognition of the financial asset, i.e. the
Group recognises any adjustment to the amortised cost of the financial liability arising from such a
modification (or exchange) in profit or loss at the date of the modification (or exchange).

Changes in cash flows on existing financial liabilities are not considered as modification, if they result
from existing contractual terms. The Group treats the modification of an interest rate to a current market
rate using the guidance on floating-rate financial instruments. This means that the effective interest rate
is adjusted prospectively.

Group performs a quantitative and qualitative evaluation of whether the modification is substantial
considering qualitative factors, quantitative factors and combined effect of qualitative and quantitative
factors. The Group concludes that the modification is substantial as a result of the following qualitative
factors:

e change the currency of the financial liability;
e change in collateral or other credit enhancement;
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e inclusion of conversion option;
¢ change in the subordination of the financial liability.

For the quantitative assessment the terms are substantially different if the discounted present value of
the cash flows under the new terms, including any fees paid net of any fees received and discounted
using the original effective interest rate, is at least 10 per cent different from the discounted present
value of the remaining cash flows of the original financial liability. If an exchange of debt instruments
or modification of terms is accounted for as an extinguishment, any costs or fees incurred are recognised
as part of the gain or loss on the extinguishment. If the exchange or modification is not accounted for
as an extinguishment, any costs or fees incurred adjust the carrying amount of the liability and are
amortised over the remaining term of the modified liability.

Derecognition
Financial assets

The Group derecognises a financial asset when the contractual rights to the cash flows from the
financial asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in
which substantially all of the risks and rewards of ownership of the financial asset are transferred or in
which the Group neither transfers nor retains substantially all of the risks and rewards of ownership
and it does not retain control of the financial asset.

The Group enters into transactions whereby it transfers assets recognised in its consolidated statement
of financial position, but retains either all or substantially all of the risks and rewards of the transferred
assets. In these cases, the transferred assets are not derecognised.

Financial liabilities

The Group derecognises a financial liability when its contractual obligations are discharged or
cancelled, or expire. The Group also derecognises a financial liability when its terms are modified and
the cash flows of the modified liability are substantially different, in which case a new financial liability
based on the modified terms is recognised at fair value.

On derecognition of a financial liability, the difference between the carrying amount extinguished and
the consideration paid (including any non-cash assets transferred or liabilities assumed) is recognised
in profit or loss.

Offsetting

Financial assets and financial liabilities are offset and the net amount presented in the statement of
financial position when, and only when, the Group currently has a legally enforceable right to set off
the amounts and it intends either to settle them on a net basis or to realise the asset and settle the liability
simultaneously.

Charter capital

Charter capital is classified as equity.

Non-cash owner contribution reserve and non-cash distributions

The difference between the nominal amount of charter capital for non-cash assets contributed by the

owner and the fair value of the contributed assets is recognized in the non-cash owner contribution
reserve.
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Non-cash distributions are recognized at the carrying amount of the assets distributed. Non-cash
distributions of the Group are out of scope of IFRIC 17 Distributions of Non-cash Assets to Owners
since the ultimate controlling party controls the assets before and after the distribution.

Impairment

Non-derivative financial assets

Financial instruments

The Group recognises loss allowances for ECLs on:

— Financial assets measured at amortised cost;

The Group measures loss allowances at an amount equal to lifetime ECLs, except for the following,
which are measured at 12-month ECLs:

— bank balances and term deposits

for which credit risk (i.e. the risk of default occurring over the expected life of the financial instrument)
have not increased significantly since initial recognition.

Loss allowances for rent receivables are always measured at an amount equal to lifetime ECLs.

When determining whether the credit risk of a financial asset has increased significantly since initial
recognition and when estimating ECLs, the Group considers reasonable and supportable information
that is relevant and available without undue cost or effort. This includes both quantitative and
qualitative information and analysis, based on the Group’s historical experience and informed credit
assessment and including forward-looking information.

The Group assumes that the credit risk on a financial asset has increased significantly if it is more than
30 days past due.

The Group considers a financial asset to be in default when:
— the borrower is unlikely to pay its credit obligations to the Group in full, without recourse by the
Group to actions such as realising security (if any is held); or

— the financial asset is more than 90 days past due.

Lifetime ECLs are the ECLs that result from all possible default events over the expected life of a
financial instrument.

12-month ECLs are the portion of ECLs that result from default events that are possible within the
12 months after the reporting date (or a shorter period if the expected life of the instrument is less than
12 months).

The maximum period considered when estimating ECLs is the maximum contractual period over which
the Group is exposed to credit risk.

Measurement of ECLs
ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present

value of all cash shortfalls (i.e. the difference between the cash flows due to the entity in accordance
with the contract and the cash flows that the Group expects to receive).

27



(U)

GR Property Management LLC
Notes to the consolidated financial statements for 2020

ECLs are discounted at the effective interest rate of the financial asset.
Credit-impaired financial assets

At each reporting date, the Group assesses whether financial assets carried at amortised cost are credit-
impaired. A financial asset is ‘credit-impaired’ when one or more events that have a detrimental impact
on the estimated future cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable data:

— significant financial difficulty of the borrower or issuer;

— a breach of contract such as a default or being more than 90 days past due;

— the restructuring of a loan or advance by the Group on terms that the Group would not consider
otherwise;

— it is probable that the borrower will enter bankruptcy or other financial reorganisation; or

— the disappearance of an active market for a security because of financial difficulties.

Presentation of allowance for ECL in the consolidated statement of financial position

Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying
amount of the assets.

Write-off

The gross carrying amount of a financial asset is written off when the Group has no reasonable
expectations of recovering a financial asset in its entirety or a portion thereof. For individual customers,
the Group has a policy of writing off the gross carrying amount when the financial asset is 180 days
past due based on historical experience of recoveries of similar assets. For corporate customers, the
Group individually makes an assessment with respect to the timing and amount of write-off based on
whether there is a reasonable expectation of recovery. The Group expects no significant recovery from
the amount written off. However, financial assets that are written off could still be subject to
enforcement activities in order to comply with the Group’s procedures for recovery of amounts due.

Non-financial assets

The carrying amounts of the Group’s non-financial assets, other than inventories are reviewed at each
reporting date to determine whether there is any indication of impairment. If any such indication exists,
then the asset’s recoverable amount is estimated.

For the purpose of impairment testing, assets that cannot be tested individually are grouped together
into the smallest group of assets that generates cash inflows from continuing use that are largely
independent of the cash inflows of other assets or CGU.

The Group’s corporate assets do not generate separate cash inflows and are utilised by more than one
CGU. Corporate assets are allocated to CGUs on a reasonable and consistent basis and tested for
impairment as part of the testing of the CGU to which the corporate asset is allocated.

The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less costs
to sell. In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money and
the risks specific to the asset or CGU.

An impairment loss is recognised if the carrying amount of an asset or its related cash-generating unit
(CGU) exceeds its estimated recoverable amount.
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Impairment losses are recognised in profit or loss. Impairment losses recognised in respect of CGUs
are allocated first to reduce the carrying amount of any goodwill allocated to the CGU (group of CGUs),
and then to reduce the carrying amounts of the other assets in the CGU (group of CGUs) on a pro rata
basis.

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

Employee benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as
the related service is provided.

A liability is recognised for the amount expected to be paid under short-term cash bonus or profit-
sharing plans if the Group has a present legal or constructive obligation to pay this amount as a result
of past service provided by the employee, and the obligation can be estimated reliably.

Leases

At inception of a contract, the Group assesses whether a contract is, or contains, a lease. A contract is,
or contains, a lease if the contract conveys the right to control the use of an identified asset for a period
of time in exchange for consideration. To assess whether a contract conveys the right to control the use
of an identified asset, the Group uses the definition of a lease in [FRS 16.

As a lessee

The Group does not have significant lease agreements where it acts as a lessee as at 31 December 2020
and 2019. The Group has elected not to recognise right-of-use assets and lease liabilities for short-term
leases. The Group recognises the lease payments associated with these leases as an expense on a
straight-line basis over the lease term.

As a lessor

At inception or on modification of a contract that contains a lease component, the Group allocates the
consideration in the contract to each lease component on the basis of their relative stand-alone prices.

When the Group acts as a lessor, it determines at lease inception whether each lease is a finance lease
or an operating lease.

To classify each lease, the Group makes an overall assessment of whether the lease transfers
substantially all of the risks and rewards incidental to ownership of the underlying asset. If this is the
case, then the lease is a finance lease; if not, then it is an operating lease. As part of this assessment, the
Group considers certain indicators such as whether the lease is for the major part of the economic life
of the asset.

If an arrangement contains lease and non-lease components, then the Group applies IFRS 15 to allocate
the consideration in the contract.

The Group applies the derecognition and impairment requirements in IFRS 9 to the net investment in

the lease. The Group further regularly reviews estimated unguaranteed residual values used in
calculating the gross investment in the lease.
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19.

GR Property Management LLC
Notes to the consolidated financial statements for 2020

New standards and interpretations not yet adopted

A number of new standards are effective for annual periods beginning after 1 January 2020 and earlier
application is permitted; however, the Group has not early adopted the new or amended standards in
preparing these consolidated financial statements.

The following amended standards and interpretations are not expected to have a significant impact on
the Group’s consolidated financial statements.

— Onerous Contracts- Cost of Fulfilling a Contract (Amendments to 1AS 37)

— Interest Rate Benchmark Reform — Phase 2 (Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and
IFRS 16)

— COVID-19-related Rent Concessions(Amendment to IFRS16 )

— Property, Plant and Equipment: Proceeds before Intended Use (Amendments to IAS 16).

— References to Conceptual Framework (Amendments to IFRS 3).

— Definition of a Business (Amendments to IFRS 3).

— Classification of liabilities as current or non-current (Amendments to IAS 1)

— IFRS 17 Insurance Contracts and Amendments to IFRS 17 Insurance Contracts.
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3M335600L 5gB03900Ls> s 35 YOGdGIOL , gaMLegEgdols s BoGKGIOL sblbs-2560:56MEH9gd0mO
d9b0dgzbgd0  BmEgdmEos  BobsblE  sbaoM0daqdsdo, MMIgeroE  9MOMGdMos LB MIIMOOLM
39OGHMMOYY0 3m335600L Jog.
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3mOmBsg0Mo

COVID-19-0b 53390md9d58 o 8oLds LHMsggds 2930 39wgdsd dbmmpwoml go®dgdm 2020 ferol sbsfyolido
MLYO0MO 4939y 0dmbos s BOBBYL oMgdmdo  (33w0wgdd0  FgoGEebs AbmGoml oMM 439w
939996580, 3o FmE0L LodoHmnggermdos.

2020 ool 11 99GGHL, X9bo330L AbMBom MmEMABOBszosd (WHO) COVID-19 3m6Hmbsgo®oglols
30690 godmogbos. COVID-19 -0l Lsbmyomgdol  xsbdIOmgemdobomgol  3m@gbiom®o
LYHOMBLIMO LHRODHOL Ba3sLbM, LoJoMMZYW ML FMOZOIMBST 30MMBOL 2536 3JEGdOL Lofobsswdgym
b®dg00 JooE™, Mg 3033l GHGMBLLILEBOIOHM Fos5R0WIBIBY F9BOM39d0L sFglgdsl, MiEbmgwo
LEHIOIIOLM30L J3ggsbsdo Fgdmligerols dgHBOME3gdL s BdoBbIL LabmysmMgdolmzol Jomomgdol
Jdo39gdsL, ®md 05650d0MIgd0 Lobwosh FMFomdol €gg00Dg goo0Y4356mb. 2020 ferol ds®Eol
29605303580, Mga0MboErmTs »BEGdSFMBOWTS MGYREMYdTs 9BHO3MdM035 F98MmomgL ©TSGHJOI0O
Dmagdo  LmEoswI®o  OoLEAHIBEOMIOOL  FoledwogMPWws®,  LB3MEgdol,  MbogzgxOLOEG GO0,
M9bEHMMb9d0L, 306MmMYoBHGJOOL, MYoBH®doL s IMNHYMTgdoL s L3MOEGHMo LFILYdMWIdIdOL
b330l Bomzwroom.

LodoMmmMz9ml  9093MHMd3 gammgdEo BmIgdoL 9EH3MmdMO30 goddgds 2020 Farol dsobol  deaermsb
50fYym. 0935 930LOGMSEO0L ForsMglgdol godm LgdGgddmo@b 33wz FobbmMEogw®s FgMGHowmgsbo
B5394:3900.

X380l J0dEobstmrg Lsm3gMoEom @ BobsblvMo dEMTsmgmdol  dom3zswobffobgdom s 835595
bgedobsfzomd bbgs boxs®m 0bxm®msoslmsb ghmo bgeddmgsbgammds dmgaol Mmd COVID-19-ob
5539077905L 996905 oOIYMBOMO Fo3wgbs XAIBOL BobIBLYM YMBoMgMBILS s Lam3gMoEom GgwYagdHy 2020
Powbl. 306506, 89ddbods  LoFOeE0sd  @ogwrgbs  Fmobobs  sMLYPMWO  TMORIMYIOOL
239005bOL¥YBs056MdIBY, Mo Fglodsdolo Fomdmgdbow gLt gdge 350 GdGddo odmobods.
3™0356008 89ddbo  gommzoobfjobgdgw  Lo@woosby LoadslvmbmE ©@s  Fmoxsmggdol  JodoGmo
3965bmOHEogws Lsox sOM JoMOL 3530gds F9BMYEZ9d0L FmJdgEgdol 3gMomEbY, Xsdd0 2obbm®mEogw s
80 770 qno®0ol 3530gds.

Bgdmombodbmeols dovbgsgzs, 2020 ferol 31 ©9399dHoLm30L s [Fobsdgdadg 3mblmeoomgdmwo
30656LOHO 96QMH0Tggd0L gsdmbodzqds® 6705 IMMZ0L PIMOMOLMZOL, bgwrdmgsbgEmds Joohbggl, HmI
ImbOEMmEbgE0s, HMI MobErmgl dmBogzo¢do XaMBR0 B39 gdM0Z3  A05Mdgergdl dob Lom3gMoEgom
15§3056MBIL BMEPsEO LobLOYdOLS s Fom0 §J3035¢gbGHJdOL BB0Tz6gMzsbo MHIHBIMZ9dOL sOGLYdIMBOU,
3969 35¢0L  SMOLYOMBOL s LsFoMHMgdol Tgdmbgzglzsdo, Fdmdgwo 3maddsbool Ll ,LodsGomzgaml
©30603Dob" gobsblvme MHgLm®LYdBY Mogz0LIBsE0 f3mIol FgIys©.

bgwddm3s69@mds 56  godmMoEbogl MHMI  2obobaMdwoggdme  Ls35MbEGH0bMm  JgMmompl, BmIgdoL
300353Mgdsl, 96 Abgoglo BmBgdol MoMYMGBom 353w gbsl 93mbMmIogM® goMgdmbg LoBosbm o0gbgds
X3MNBOLMZOL BsdoEm s JMIJE35056 39MH0MmEdo. X3MBo sbg3g 0M35obLFobIdL Imgwgbsms
396300000930 glodm  MMmYMBOMO  35M05BBHIPL o  FBo ML Lom3gMozom  39gadgdol
5Q533H0MgdoLm30L.

bgddm3sbgwmds s3M3dgwgdl Lo@sgool dmbo@m®mobal s dbgogbo Im3zwgbgdol s goMgdmgdgdol
d9L50L999d9d s (F500 IMbEgbol Igdmb3z935d0) B00IAL Lodslbm BmIGOL.

2020 fierob 31 ©9399360LOM30L @S 50 MIMOYO0® EILOMWGdMEo Fuobosmgol, FIsMM3xLMdOMO
3606089905 ©59(3H303900s 33356008 oMgdGH™EMOL dogm, 2021 ferol 30 Lyd@gddgdlL .

39696500 ©oMgdBH ™Mo

16






	ჯიარ
	მმართველობითი ანგარიში2020
	კომპანია და მისი მიზნები
	კომპანიის პრიორიტეტები:
	კომპანიის ორგანიზაციული სტრუქტურა
	ქონების აღრიცხვის და განკარგვის პროცესის სტიმულირება
	დამფუძნებელი კომპანიის დირექტორთა და სამეთვალყურეო საბჭოს როლი უძრავ-მოძრავი ქონების განკარგვის პროცესში
	ინფრასტრუქტურული პროექტები
	ბიზნეს გარემოს  გაუმჯობესება
	მიმდინარე და დაგეგმილი პროექტები
	ძლიერი მხარე სუსტი მხარე
	შესაძლებლობები საფრთხე

	შპს „ჯიარ ბორჯომი - ბაკურიანი“
	კონსოლიდირებული მონაცემები
	სხვა ქონება და აღჭურვილობა
	ფინანსური რისკები
	2020 წლის 31 დეკემბრისათვის და ამ თარიღით დასრულებული წლისათვის, მმართველობითი ანგარიშგება დამტკიცებულია კომპანიის დირექტორის მიერ, 2021 წლის 30 სექტემბერს   .


	3




