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Georgian Hotel Management Group
Consolidated Statement of Financial Position

In thousands of Georgian Lari Note 31 December 2018 31 December 2017
ASSETS

Non-current assets

Property and equipment 7 23,787 6,909
Intangible assets 638 568
Loans issued 8 16,243 -
Prepayments for non-current assets - 93
Total non-current assets 40,668 7,570
Current assets

Inventories 9 2,446 2,295
Loans issued 8 64,108 87,023
Current income tax prepayment - 874
Trade and other receivables 10 3,443 2,514
Cash and cash equivalents 11 11,377 11,313
Total current assets 81,374 104,019
TOTAL ASSETS 122,042 111,589
EQUITY

Charter capital 12 7,704 7,704
Retained earnings 23,628 23,420
TOTAL EQUITY 31,332 31,124
LIABILITIES

Non-current liabilities

Loans and borrowings 13 - 49,959
Finance lease liability 15 17,783 -
Total non-current liabilities 17,783 49,959
Current liabilities

Loans and borrowings 13 51,765 7,261
Finance lease liability 15 206 -
Trade and other payables 14 20,956 23,245
Total current liabilities 72,927 30,506
TOTAL LIABILITIES 90,710 80,465
TOTAL EQUITY AND LIABILITIES 122,042 111,589

Approved for issue and signed on behalf of the Management on 26 June 2019 by:

Levan Gachechiladze
Director

The accompanying notes on pages 5 to 32 are an integral part of these consolidated financial statements. 1



Georgian Hotel Management Group

Consolidated Statement of Profit or Loss and Other Comprehensive Income

In thousands of Georgian Lari Note 2018 2017
Hotel service revenues 16 60,208 54,574
Hotel operating expenses 17 (25,672) (21,979)
Rent expense 18 (16,238) (14,870)
Wages and other employee benefits (11,041) (10,274)
Depreciation and amortisation 7 (3,080) (2,584)
Results from operating activities 4,177 4,867
Finance income 19 4,353 6,814
Finance costs 19 (5,274) (5,116)
Profit before income tax 3,256 6,565
Income tax expense - -
PROFIT FOR THE YEAR 3,256 6,565
Other comprehensive income - -
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 3,256 6,565

The accompanying notes on pages 5 to 32 are an integral part of these consolidated financial statements. 2



Georgian Hotel Management Group
Consolidated Statement of Changes in Equity

Charter Unpaid Retained Total
In thousands of Georgian Lari capital capital earnings equity
Balance at 1 January 2017 14,730 (7,026) 16,855 24,559
Reduction of charter capital by unpaid part (7,026) 7,026 - -
Total comprehensive income for the year - - 6,565 6,565
Balance at 31 December 2017 7,704 - 23,420 31,124
Adoption of IFRS 9:
- remeasurement of expected credit losses, net of tax - - (1,141) (1,141)
Balance at 1 January 2018 7,704 - 22,279 29,983
Total comprehensive income for the year 3,256 3,256
Dividend declared - - (2,907) (1,907)
Balance at 31 December 2018 7,704 - 23,628 31,332

The accompanying notes on pages 5 to 32 are an integral part of these consolidated financial statements. 3



Georgian Hotel Management Group
Consolidated Statement of Cash Flows

In thousands of Georgian Lari Note 2018 2017
Cash flows from operating activities
Profit before income tax 3,256 6,565
Adjustments for:
Depreciation and amortisation 7 3,080 2,584
Charge for doubtful debt provision 10 43 23
Finance income, net 19 921 (1,698)
Operating cash flows before working capital changes 7,300 7,474
Increase in inventories (150) (341)
Decrease in trade receivables (977) (1,013)
Increase in trade and other payables 10,352 11,677
Cash flows from operations before income taxes and
interest paid 16,525 17,797
Income tax paid (334) -
Interest paid (4,795) (5,123)
Net cash inflow from operating activities 11,396 12,674
Cash flows from investing activities
Loans issued to related parties 8 264 (1,780)
Loan repayments received from related parties 8 (264) 1,780
Interest received from loans issued 8 54 156
Acquisition of property and equipment 7 (2,253) (2,303)
Acquisition of intangible assets (186) (293)
Net cash used in investing activities (2,385) (1,440)
Cash flows from financing activities
Dividends paid 12 (1,907) -
Repayment of borrowings 13 (6,822) (6,435)
Net cash used in financing activities (8,729) (6,435)
Net increase in cash and cash equivalents 282 4,799
Cash and cash equivalents at 1 January 11 11,313 6,170
Effect of movements in exchange rates on cash and cash
equivalents (218) 344
Cash and cash equivalents at 31 December 11 11,377 11,313

The accompanying notes on pages 5 to 32 are an integral part of these consolidated financial statements. 4



Georgian Hotel Management Group
Notes to the Consolidated Financial Statements — 31 December 2018

1 The Group and its Operations

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

These consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards and with the Law of Georgia on Accounting, Reporting and Auditing for the year
ended 31 December 2018 for the Company and its 100% subsidiary, Argo Management LLC (together
referred to as the “Group”).

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

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

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

As at 31 December 2018 and 2017, the Company was wholly owned by Silk Road Group (Malta) Limited
and is ultimately controlled by an individual, Mr. Giorgi Ramishvili.

2 Summary of Significant Accounting Policies

Basis of preparation. These consolidated financial statements have been prepared in accordance with
IFRS and with the requirements of the Law of Georgia on Accounting, Reporting and Auditing under the
historical cost convention as modified by the initial recognition of financial instruments based on their fair
value. The principal accounting policies applied in the preparation of these consolidated financial
statements are set out below. These policies have been consistently applied to all the periods presented,
unless otherwise stated.

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

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

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

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



Georgian Hotel Management Group
Notes to the Consolidated Financial Statements — 31 December 2018

2 Summary of Significant Accounting Policies (Continued)

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

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

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

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

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

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

Valuation techniques such as discounted cash flow models or models based on recent arm’s length
transactions or consideration of financial data of the investees are used to measure fair value of certain
financial instruments for which external market pricing information is not available. Fair value
measurements are analysed by level in the fair value hierarchy as follows: (i) level one are measurements
at quoted prices (unadjusted) in active markets for identical assets or liabilities, (i) level two
measurements are valuations techniques with all material inputs observable for the asset or liability,
either directly (that is, as prices) or indirectly (that is, derived from prices), and (iii) level three
measurements are valuations not based on solely observable market data (that is, the measurement
requires significant unobservable inputs).

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

Amortised cost (“AC”) is the amount at which the financial instrument was recognised at initial recognition
less any principal repayments, plus accrued interest, and for financial assets less any allowance for
expected credit losses (“ECL").

Accrued interest includes amortisation of transaction costs deferred at initial recognition and of any
premium or discount to the maturity amount using the effective interest method. Accrued interest income
and accrued interest expense, including both accrued coupon and amortised discount or premium
(including fees deferred at origination, if any), are not presented separately and are included in the
carrying values of the related items in the statement of financial position.



Georgian Hotel Management Group
Notes to the Consolidated Financial Statements — 31 December 2018

2 Summary of Significant Accounting Policies (Continued)

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

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

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

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

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

Financial assets — classification and subsequent measurement — cash flow characteristics. Where
the business model is to hold assets to collect contractual cash flows or to hold contractual cash flows
and sell, the Group assesses whether the cash flows represent solely payments of principal and interest
(“SPPI").

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

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

Financial assets impairment — credit loss allowance for ECL. The Group assess, on a forward-
looking basis, the ECL for debt instruments measured at AC and FVOCI and for the exposures arising
from loan commitments and financial guarantee contracts, for contract assets. The Group measures ECL
and recognises net impairment losses on financial and contract assets at each reporting date. The
measurement of ECL reflects: (i) an unbiased and probability weighted amount that is determined by
evaluating a range of possible outcomes, (i) time value of money and (iii) all reasonable and supportable



Georgian Hotel Management Group
Notes to the Consolidated Financial Statements — 31 December 2018

2 Summary of Significant Accounting Policies (Continued)

information that is available without undue cost and effort at the end of each reporting period about past
events, current conditions and forecasts of future conditions.

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

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

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

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

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

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

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



Georgian Hotel Management Group
Notes to the Consolidated Financial Statements — 31 December 2018

2 Summary of Significant Accounting Policies (Continued)

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

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

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

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

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

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

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

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

Useful lives in years

Buildings 20
Equipment, furniture and fixtures 5
Leasehold improvement 7

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

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

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

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



Georgian Hotel Management Group
Notes to the Consolidated Financial Statements — 31 December 2018

2 Summary of significant Accounting Policies (Continued)

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

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

Before 1 January 2017, the income tax charge/(credit) comprised current tax and deferred tax and was
recognised in profit or loss for the year, except if it was recognised in other comprehensive income or
directly in equity because it related to transactions that were also recognised, in the same or a different
period, in other comprehensive income or directly in equity.

Current tax was the amount expected to be paid to, or recovered from, the taxation authorities in respect
of taxable profits or losses for the current and prior periods. Taxable profits or losses were based on
estimates if financial statements were authorised prior to filing relevant tax returns.

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

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

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

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

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

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

Income tax arising from distribution of dividends is accounted for as an income tax expense in the period
in which dividends are declared, regardless of the actual payment date or the period for which the
dividends are paid. As a results, the Group derecognised all deferred tax assets and liabilities as of 31
December 2016 and accounted the respective impact in the profit and loss in 2016. A contingent income
tax liability which would arise upon the payment of dividends is notrecognised in the statement of
financial position.

In addition to the distribution of dividends, the tax is still payable on expenses or other payments incurred

not related to economic activities, free delivery of assets or services and representation costs that exceed
the maximum amount determined by the Tax Code of Georgia. All advances paid to entities registered in

10



Georgian Hotel Management Group
Notes to the Consolidated Financial Statements — 31 December 2018

2 Summary of significant Accounting Policies (Continued)

jurisdictions having preferential tax regime and other certain transactions with such entities as well as
loans granted to individuals or non-residents are immediately taxable. Such taxes along with other taxes,
net of tax credits claimed on assets or services received in exchange for the advances paid to entities
registered in jurisdictions having preferential tax regime or recovery of loans granted to individuals or non-
residents, are recorded under Taxes other than on income within operating expenses.

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

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

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

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

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

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

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

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

Foreign currency translation. The Group’s functional currency and the Group’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 cost
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2 Summary of significant Accounting Policies (Continued)

As at 31 December 2018, the official rate of exchange, as determined by the National Bank of Georgia,
was US Dollar (“USD”) 1 = GEL 2.6766 and Euro (“EUR”) 1 = GEL 3.0701 (31 December 2017: USD 1 =
GEL 2.5922 and EUR 1 = GEL 3.1044). The average exchange rate for the year ended 31 December
2018 was USD 1 = GEL 2.5345 and EUR 1 = GEL 2.9913 (2017: USD 1 = GEL 2.5086 and EUR 1 = GEL
2.8322). At present, the Georgian Lari is not a freely convertible currency in most countries outside of
Georgia.

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

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

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

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

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

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

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

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

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

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

Levies and charges, such as taxes other than income tax or regulatory fees based on information related
to a period before the obligation to pay arises, are recognised as liabilities when the obligating event that
gives rise to pay a levy occurs, as identified by the legislation that triggers the obligation to pay the levy. If
a levy is paid before the obligating event, it is recognised as a prepayment.

Amendment of the consolidated financial statements after issue. Any changes to these consolidated
financial statements after issue require approval of the Group’s management who authorised these
consolidated financial statements for issue.
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3 Critical Accounting Estimates and Judgements in Applying Accounting Policies

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

Operating lease commitments. The Group has the commercial lease arrangements with related parties
on hotel buildings in Thilisi and Batumi. Based on an evaluation of the terms and conditions of the
arrangements, the Group determined that the owners of the Thilisi and Batumi Hotels retains all the
significant risks and rewards of ownership of these properties and as such these lease arrangements are
accounted as operating lease (Note 20).

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

Initial recognition of related party transactions. In the normal course of business the Group enters into
transactions with its related parties. IAS 39 requires initial recognition of financial instruments based on
their fair values. Judgement is applied in determining if transactions are priced at market or non-market
interest rates, where there is no active market for such transactions. The basis for judgement is pricing for
similar types of transactions with unrelated parties and effective interest rate analyses. Terms and
conditions of loans issued to related parties are disclosed in Note 8.

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

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

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

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

13



Georgian Hotel Management Group
Notes to the Consolidated Financial Statements — 31 December 2018

4 Adoption of New or Revised Standards and Interpretations

Adoption of IFRS 9 “Financial Instruments”. The Group adopted IFRS 9, Financial Instruments, from 1
January 2018. The Group elected not to restate comparative figures and recognised any adjustments to
the carrying amounts of financial assets and liabilities in the opening retained earnings as of the date of
initial application of the standards, 1 January 2018. Consequently, the revised requirements of the IFRS
7, Financial Instruments: Disclosures, have only been applied to the current period. The comparative
period disclosures repeat those disclosures made in the prior year.

The significant new accounting policies applied in the current period are described in Note 2. Accounting
policies applied prior to 1 January 2018 and applicable to the comparative information are disclosed in
Note 25.

The financial assets as previously measured in accordance with IAS 39 and the amounts determined
upon adoption of IFRS 9 are not materially different as at 1 January 2018, as the new ECL model did not
have an impact on the Group’s financial statements.

Measurement Carrying value Effect of adopting IFRS 9 Carrying value
category under IAS 39 - under IFRS 9 -
IAS 39 IFRS9 31 December 2017 Remeasurement 1 January 2018
In Georgian Lari ECL Other
Cash and cash equivalents L&R AC 11,313 - - 11,313
Other financial assets
- Loans Issued L&R AC 87,023 (1,140) - 85,883
Total other financial assets 87,023 (1,140) - 85,883
Total financial assets 98,336 (1,140) - 97,196

Cash and cash equivalents

All classes of cash and cash equivalents as disclosed in Note 11 were reclassified from loans and
receivables (“L&R”") measurement category under IAS 39 to AC measurement category under IFRS 9 at
the adoption date of the standard. The ECLs for cash and cash equivalents as well as trade receivables
balances were insignificant.

Reconciliation of provision for impairment at 31 December 2017 and credit loss allowance at
1 January 2018. The following table reconciles the prior period's closing provision for impairment
measured in accordance with incurred loss model under IAS 39 to the new credit loss allowance
measured in accordance with expected loss model under IFRS 9 at 1 January 2018:

Provision under Effect of Credit loss

IAS390rIAS 37 at premeasurement allowance under

31 December 2017  from incurred to IFRS9at1

In thousands of Georgian Lari expected loss January 2018
Loans and receivables measurement category

- Trade and other receivables 84 - 84

- Loans granted - 1,140 1,140

At 31 December 2017, all of the Group’s financial liabilities were carried at AC. There were no changes to
the classification and measurement of financial liabilities.

Adoption of IFRS 15 “Revenue from Contracts with Customers”. The Group applied simplified
method of transition to IFRS 15, and elected to apply the practical expedient available for simplified
transition method. There have been no material effects at transition to IFRS 15 as at 1 January 2018 and
for the year ended 31 December 2018.

The following amended standards became effective for the Group from 1 January 2018, but did not have
any material impact on the Group:
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4 Adoption of New or Revised Standards and Interpretations (Continued)

e Amendments to IFRS 2 “Share-based Payment” (issued on 20 June 2016 and effective for annual
periods beginning on or after 1 January 2018).

e Amendments to IFRS 4 — “Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts”
(issued on 12 September 2016 and effective, depending on the approach, for annual periods
beginning on or after 1 January 2018 for entities that choose to apply temporary exemption option, or
when the entity first applies IFRS 9 for entities that choose to apply the overlay approach).

e Annual Improvements to IFRSs 2014-2016 cycle — Amendments to IFRS 1 and IAS 28 (issued on
8 December 2016 and effective for annual periods beginning on or after 1 January 2018).

e |FRIC 22 “Foreign Currency Transactions and Advance Consideration” (issued on 8 December 2016
and effective for annual periods beginning on or after 1 January 2018).

e Amendments to IAS 40 — “Transfers of Investment Property” (issued on 8 December 2016 and
effective for annual periods beginning on or after 1 January 2018).

5 New Accounting Pronouncements

Certain new standards and interpretations have been issued that are mandatory for the annual periods
beginning on or after 1 January 2019 or later, and which the Group has not early adopted.

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

IFRS 16, Leases (issued on 13 January 2016 and effective for annual periods beginning on or after
1 January 2019). The new standard sets out the principles for the recognition, measurement,
presentation and disclosure of leases. All leases result in the lessee obtaining the right to use an asset at
the start of the lease and, if lease payments are made over time, also obtaining financing. Accordingly,
IFRS 16 eliminates the classification of leases as either operating leases or finance leases as is required
by IAS 17 and, instead, introduces a single lessee accounting model. Lessees will be required to
recognise: (a) assets and liabilities for all leases with a term of more than 12 months, unless the
underlying asset is of low value; and (b) depreciation of lease assets separately from interest on lease
liabilities in the statement of profit or loss and other comprehensive income. IFRS 16 substantially carries
forward the lessor accounting requirements in IAS 17. Accordingly, a lessor continues to classify its
leases as operating leases or finance leases, and to account for those two types of leases differently.

The Group decided that it will apply the standard from its mandatory adoption date of 1 January 2019
using the modified retrospective method, without restatement of comparatives. Right-of-use assets for
property leases are measured on transition as if the new rules had always applied. All other right-of-use
assets are measured at the amount of the lease liability on adoption (adjusted for any prepaid or accrued
expenses).

31 December 2018 / 1 January 2019 In thousands of GEL
Total future minimum lease payments for non-cancellable operating leases

- Future lease payments that are due in periods subject to lease extension 636,414
options that are reasonably certain to be exercised

- Effect of discounting to present value (462,806)
Total lease liabilities 173,608
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5 New Accounting Pronouncements (Continued)

As at 31 December 2018 the Group has non-cancellable lease commitments of GEL 636,416 thousands.

For above given lease commitments the Group expects to recognise right-of-use assets of approximately
GEL 173,608 thousand on 1 January 2019 and lease liabilities of GEL 173,608 thousand.

Net current assets will be GEL 1,461 thousands lower due to the presentation of a portion of the liability
as a current liability.

The Group expects that net profit for the year-ending 31 December 2019 to decrease by approximately
GEL 2,629 thousand as a result of adopting the new rules.

IFRS 17 "Insurance Contracts" (issued on 18 May 2017 and effective for annual periods beginning
on or after 1 January 2021). IFRS 17 replaces IFRS 4, which has given companies dispensation to carry
on accounting for insurance contracts using existing practices. As a consequence, it was difficult for
investors to compare and contrast the financial performance of otherwise similar insurance companies.
IFRS 17 is a single principle-based standard to account for all types of insurance contracts, including
reinsurance contracts that an insurer holds. The standard requires recognition and measurement of
groups of insurance contracts at: (i) a risk-adjusted present value of the future cash flows (the fulfiiment
cash flows) that incorporates all of the available information about the fulfilment cash flows in a way that
is consistent with observable market information; plus (if this value is a liability) or minus (if this value is
an asset) (i) an amount representing the unearned profit in the group of contracts (the contractual service
margin). Insurers will be recognizing the profit from a group of insurance contracts over the period they
provide insurance coverage, and as they are released from risk. If a group of contracts is or becomes
loss-making, an entity will be recognizing the loss immediately. The Group does not expect any impact of
the new standard on its financial statements.

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

IFRIC 23 "Uncertainty over Income Tax Treatments" (issued on 7 June 2017 and effective for annual
periods beginning on or after 1 January 2019). IAS 12 specifies how to account for current and deferred
tax, but not how to reflect the effects of uncertainty. The interpretation clarifies how to apply the recognition and
measurement requirements in IAS 12 when there is uncertainty over income tax treatments. An entity should
determine whether to consider each uncertain tax treatment separately or together with one or more other
uncertain tax treatments based on which approach better predicts the resolution of the uncertainty. An entity
should assume that a taxation authority will examine amounts it has a right to examine and have full
knowledge of all related information when making those examinations. If an entity concludes it is not probable
that the taxation authority will accept an uncertain tax treatment, the effect of uncertainty will be reflected in
determining the related taxable profit or loss, tax bases, unused tax losses, unused tax credits or tax rates, by
using either the most likely amount or the expected value, depending on which method the entity expects to
better predict the resolution of the uncertainty.

An entity will reflect the effect of a change in facts and circumstances or of new information that affects the
judgments or estimates required by the interpretation as a change in accounting estimate. Examples of
changes in facts and circumstances or new information that can result in the reassessment of a judgment or
estimate include, but are not limited to, examinations or actions by a taxation authority, changes in rules
established by a taxation authority or the expiry of a taxation authority's right to examine or re-examine a tax
treatment. The absence of agreement or disagreement by a taxation authority with a tax treatment, in isolation,
is unlikely to constitute a change in facts and circumstances or new information that affects the judgments and
estimates required by the Interpretation. The Group is currently assessing the impact of the interpretation on its
financial statements.

Prepayment Features with Negative Compensation — Amendments to IFRS 9 (issued on
12 October 2017 and effective for annual periods beginning on or after 1 January 2019). The
amendments enable measurement at amortised cost of certain loans and debt securities that can be
prepaid at an amount below amortised cost, for example at fair value or at an amount that includes a
reasonable compensation payable to the borrower equal to present value of an effect of increase in
market interest rate over the remaining life of the instrument. In addition, the text added to the standard's
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5 New Accounting Pronouncements (Continued)

basis for conclusion reconfirms existing guidance in IFRS 9 that modifications or exchanges of certain
financial liabilities measured at amortised cost that do not result in the derecognition will result in an gain
or loss in profit or loss. Reporting entities will thus in most cases not be able to revise effective interest
rate for the remaining life of the loan in order to avoid an impact on profit or loss upon a loan modification.

The Group is currently assessing the impact of the amendments on its financial statements.

Amendments to IAS 28 “Long-term Interests in Associates and Joint Ventures” (issued on 12
October 2017 and effective for annual periods beginning on or after 1 January 2019). The
amendments clarify that reporting entities should apply IFRS 9 to long-term loans, preference shares and
similar instruments that form part of a net investment in an equity method investee before they can
reduce such carrying value by a share of loss of the investee that exceeds the amount of investor's
interest in ordinary shares. The Group does not expect a material impact of the amendments on its
financial statements.

Annual Improvements to IFRSs 2015-2017 cycle — amendments to IFRS 3, IFRS 11, IAS 12 and IAS
23 (issued on 12 December 2017 and effective for annual periods beginning on or after 1 January
2019).The narrow scope amendments impact four standards. IFRS 3 was clarified that an acquirer should
remeasure its previously held interest in a joint operation when it obtains control of the business.
Conversely, IFRS 11 now explicitly explains that the investor should not remeasure its previously held
interest when it obtains joint control of a joint operation, similarly to the existing requirements when an
associate becomes a joint venture and vice versa. The amended IAS 12 explains that an entity
recognises all income tax consequences of dividends where it has recognised the transactions or events
that generated the related distributable profits, eg in profit or loss or in other comprehensive income. It is
now clear that this requirement applies in all circumstances as long as payments on financial instruments
classified as equity are distributions of profits, and not only in cases when the tax consequences are a
result of different tax rates for distributed and undistributed profits. The revised IAS 23 now includes
explicit guidance that the borrowings obtained specifically for funding a specified asset are excluded from
the pool of general borrowings costs eligible for capitalisation only until the specific asset is substantially
complete. The Group does not expect any impact of the new standard on its financial statements.

Plan Amendment, Curtailment or Settlement - Amendments to IAS 19 (issued on 7 February 2018
and effective for annual periods beginning on or after 1 January 2019).The amendments specify how
to determine pension expenses when changes to a defined benefit pension plan occur. When a change to
a plan—an amendment, curtailment or settlement—takes place, IAS 19 requires to remeasure net
defined benefit liability or asset. The amendments require to use the updated assumptions from this
remeasurement to determine current service cost and net interest for the remainder of the reporting
period after the change to the plan. Before the amendments, IAS 19 did not specify how to determine
these expenses for the period after the change to the plan. By requiring the use of updated assumptions,
the amendments are expected to provide useful information to users of financial statements. The Group
does not expect any impact of the new standard on its financial statements.

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

Definition of materiality — Amendments to IAS 1 and IAS 8 (issued on 31 October 2018 and
effective for annual periods beginning on or after 1 January 2020). The amendments clarify the
definition of material and how it should be applied by including in the definition guidance that until now
has featured elsewhere in IFRS. In addition, the explanations accompanying the definition have been
improved. Finally, the amendments ensure that the definition of material is consistent across all IFRS
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5 New Accounting Pronouncements (Continued)

Standards. Information is material if omitting, misstating or obscuring it could reasonably be expected to
influence the decisions that the primary users of general purpose financial statements make on the basis
of those financial statements, which provide financial information about a specific reporting entity. The
Group is currently assessing the impact of the amendments on its financial statements.

Unless otherwise described above, the new standards and interpretations are not expected to affect

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

6 Balances and Transactions with Related Parties

The outstanding balances with related parties were as follows:

In thousands of Georgian Lari 31 December 2018 31 December 2017
Due from related parties (Notes 8, 10) 82,624 69,211
- Entities under common control 82,624 69,211
Due to related parties (Notes 13, 14) 16,906 21,154
- Entities under common control 16,906 21,154
Impairment provision on loans issued (Note 8) 1,068 -
- Entities under common control 1,068 -

The income and expense items with related parties for the years ended 31 December 2018 and 2017
were as follows:

In thousands of Georgian Lari 2018 2017
Hotel service revenues* 5,117 2,776
- Entities under common control 5,117 2,776
Purchase of services** 17,699 16,154
- Entities under common control 17,699 16,154
Impairment of loans issued 73 -
- Entities under common control 73 -
Interest income 3,673 6,689
- Entities under common control 3,673 6,689
Interest expense 34 47
- Entities under common control 34 47
Salaries and other benefits 1,598 1,588
- Key management 1,598 1,588

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

**Purchase of services mainly comprises of rent expense and consulting and professional services.

Key management of the Group is composed of the General Directors of the Group companies and the
General Managers of the Thilisi and Batumi Hotels.
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7 Property and Equipment

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

assets were as follows:

Buildings Leasehold  Fixture and CIP and Total

improvements fittings uninstalled

In thousands of Georgian Lari equipment
Cost at 1 January 2017 - 8,094 6,143 - 14,237
Accumulated depreciation and amortisation - (3,832) (2,304) - (6,136)
Carrying amount at 1 January 2017 - 4,262 3,839 - 8,101
Additions - 328 1,138 270 1,736
Transfers - 141 (141) (270) (270)
Disposals - (282) (113) - (395)
Depreciation and amortisation for the year - (1,621) (962) - (2,583)
Depreciation on disposal - 207 113 - 320
Cost at 31 December 2017 - 8,281 7,027 - 15,308
Accumulated depreciation and amortisation - (5,246) (3,153) - (8,399)
Carrying amount at 31 December 2017 - 3,035 3,874 - 6,909
Additions 17,613 1,439 880 - 19,932
Depreciation and amortisation for the year (220) (1,028) (1,806) - (3,054)
Cost at 31 December 2018 17,613 8,466 9,162 - 35,241
Accumulated depreciation and amortisation (220) (4,162) (7,072) - (11,4549
Carrying amount at 31 December 2018 17,393 4,304 2,090 - 23,787

Addition to buildings in 2018 in the amount of GEL 17,613 thousand represents acquisition of a restaurant
space under a finance lease agreement from its related party, lveria Center LLC. The lease term is 17

years.

8 Loans Issued

31 December 2018

31 December 2017

In thousands of Years of Nominal

Georgian Lari CCY maturity interest rate Carrying amount Carrying amount
Related party loans GEL  2018/2020 11.3% - 15% 1,157 1,314
Related party loans USD 2022/2025 10% - 14% 79,194 85,709
Current 64,044 87,023
Non-current 16,307 -
Total 80,351 87,023

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

Credit loss allowance Gross carrying amount
Stage1l Stage?2 Stage 3 Total Stagel Stage?2 Stage 3 Total
(12- (lifetime (lifetime (12- (lifetime (lifetime
months ECL for ECL for months ECL for ECL for
ECL) SICR) credit im- ECL) SICR) credit im-
In thousands of Georgian Lari paired) paired)
Loans granted to related
parties
At 1 January 2018 1,012 129 - 1141 86,383 640 - 87,023
Movements with impact on
credit loss allowance charge
for the period:
New originated or purchased - - - - 263 263
Repayment (12) - - (12) (12,455) - - (12,455)
Changes in accrued interest 76 12 - 88 6,879 61 - 6,940
Total movements with
impact on credit loss
allowance charge for the
period
Movements without impact on
credit loss allowance charge
for the period:
FX and other movements (150) - - (150) (353) - - (353)
At 31 December 2018 926 141 - 1,067 80,717 701 - 81,418

The credit loss allowance for loans recognised in the period is impacted by a variety of factors, details of
ECL measurement are provided in Note 21. Below main movements in the table are described:

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

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

e Foreign exchange translations of assets denominated in foreign currencies and other
movements.

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

The credit quality of loans carried at amortised cost is as follows at 31 December 2018:

Stage 1 Stage 2 Stage 3 Total
(12-months ECL) (lifetime ECL for (lifetime ECL for
In Georgian Lari SICR)  credit impaired)
Loans granted to related parties
- Excellent 80,717 - - 80,717
- Satisfactory - 701 - 701
Gross carrying amount 80,717 701 - 81,418
Credit loss allowance (927) (140) - (1,067)
Carrying amount 79,790 561 - 80,351
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8 Loans Issued (Continued)

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

On 5 March 2015, the Group issued loans towards its related parties, Caspian Finance Limited LLC and
New Hotel JSC in the amounts of USD 5,000 thousand and USD 20,812 thousand, respectively. These
loans were issued based on the loan agreement signed on 26 February 2015 by the Group entities, other
entities under common control (New Hotel JSC, Medea Operating Company LLC and Hotel Medea Plus
JSC) and TBC Bank JSC (Note 13). The loans issued to the related parties were used to repay Caspian
Finance Limited LLC’s outstanding borrowing from Bank of Georgia JSC.

As at 31 December 2018, the Management has classified the loan issued to New Hotel JSC as current
based on the expectation that as a result of the ongoing negotiations with the counterparties, the loans
issued shall be collected within twelve months period from the date of these consolidated financial
statements.

None of the loans have been secured or overdue as at 31 December 2018 (2017: none).

9 Inventories

In thousands of Georgian Lari 31 December 2018 31 December 2017
Food and beverages 1,369 1,227
Hotel servicing materials 750 598
Other 327 470
Total inventories 2,446 2,295

The consumption of inventories recognised in Hotel operating expenses (Note 17) as materials used
during the year amounted to GEL 5,015 thousand (31 December 2017: GEL 4,745 thousand).

10 Trade and Other Receivables

In thousands of Georgian Lari 31 December 2018 31 December 2017
Trade receivables 2,442 1,540
Prepayments 908 567
Net tax assets 177 461
Less credit loss allowance (84) (54)
Total trade and other receivables at 31 December 3,443 2,514

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

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

The expected loss rates are based on the payment profiles of sales over a period of 18 month before
31 December 2018 or 1 January 2018 respectively and the corresponding historical credit losses
experienced within this period. The historical loss rates are adjusted to reflect current and forward-looking
information on macroeconomic factors affecting the ability of the customers to settle the receivables. The
Group has identified the GDP and Nominal Effective Exchange Rate to be the most relevant factors, and
accordingly adjusts the historical loss rates based on expected changes in these factors.
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The credit loss allowance for trade and other receivables is determined individually, as well as according
to provision matrix presented in the table below. The provision matrix is based the number of days that an
asset is past due, adjusted for forward looking information.

Loss Gross Lifetime
rate  carrying ECL
In % of gross value amount
Trade receivables
- current 0% 2,028 -
- less than 30 days overdue 10% 281 28
- 30 to 60 days overdue 30% 84 25
- 61 to 90 days overdue 50% 36 18
- over 90 days overdue 100% 13 13
Total trade receivables (gross carrying amount) 2,442 84
Credit loss allowance (84) -
Total trade receivables from contracts with customers (carrying amount) 2,358 84

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

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

Movements in the impairment provision for trade and other receivables during 2017 are as follows:

In thousands of Georgian Lari Trade receivables
Provision for impairment at 1 January 2017 43
Recovery of impairment during the year a7)
Provision for impairment during the year (12)
Amounts written off during the year as uncollectible 40
Provision for impairment at 31 December 2017 54
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10 Trade and Other Receivables (Continued)

Analysis by credit quality of trade and other receivables at 31 December 2017 is as follows:

In thousands of Georgian Lari

Trade receivables

Total neither past due nor impaired 1,298
Past due but not impaired

- 31 to 60 days overdue 18
- 61 to 90 days overdue 11
- 91 to 120 days overdue 24
- over 120 days overdue 166
Total past due but not impaired 219
Individually determined to be impaired (gross)

- 31 to 60 days overdue -
- 61 to 90 days overdue -
- 91 to 120 days overdue -
- over 120 days overdue 22
Total individually impaired 22
Less impairment provision (54)
Total trade and other receivables at 31 December 1,485

11 Cash and Cash Equivalents

In thousands of Georgian Lari 31 December 2018 31 December 2017
Cash on hand 189 156
Cash-in-transit 61 58
Bank balances payable on demand 11,127 11,099
Total 11,377 11,313

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

Ratings.

Cash at the period end was denominated in:

In thousands of Georgian Lari 31 December 2018 31 December 2017
Georgian Lari 4,493 5,389
United States Dollar 6,801 5,901
Other 83 23
Total 11,377 11,313
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12 Charter Capital
Charter capital represents the nominal amount of capital in the founding documentation of the Company.

On 19 November 2014 Silkk Road Group (Malta) Limited contributed the 100% interest in Argo
Management LLC (an entity under common control by the date of transfer) into the capital of the
Company with a nominal value of GEL 11,376 thousand. The carrying value of the net assets of Argo
Management LLC at the transfer date was GEL 3,637 thousand and the difference between the nominal
value of the capital contribution and the carrying value of the net assets of the subsidiary, i.e. GEL 7,739
thousand, was directly recognised in the Company’s equity under “unpaid capital”.

In 2017, the Company reduced the charter capital by the unpaid part and fully derecognized the unpaid
capital.

In 2018 the Group declared dividends to its shareholder with the amount of GEL 1,907 thousand (2017:
nil).

13 Loans and Borrowings

In thousands of Georgian Lari 31 December 2018 31 December 2017
Non-Current

Loans from related parties - 7
Loans from financial institutions - 49,952
Total non-current portion of loans - 49,959
Current

Loans from financial institutions 51,765 7,261
Total current portion of loans 51,765 7,261
Total 51,765 57,220

On 26 February 2015, the Group entities and other entities under common control (New Hotel JSC,
Medea Operating Company LLC and Hotel Medea Plus JSC) entered into the joint and several
contractual arrangement with TBC Bank JSC on USD 30,300 thousand (received by the Group) and USD
9,700 thousand (received by Medea Operating Company LLC) loans. Based on this loan agreement, the
Group issued loans to Caspian Finance Limited LLC and New Hotel JSC (entities under common control)
in the amounts of USD 5,000 thousand and USD 20,812 thousand, respectively (refer to Note 0).

The property, equipment and all shares of the Group’s entities are pledged as a security to the loans.
Reconciliation of liabilities arising from financing activities

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

In thousands or Georgian Lari 2018 2017
At 1 January 57,220 65,176
Cash flows (11,617) (11,559)
Foreign exchange adjustments 1,658 (1,513)
Other non-cash movements 4,504 5,116
At 31 December 51,765 57,220
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14 Trade and Other Payables

In thousands of Georgian Lari 31 December 2018 31 December 2017
Trade payables 19,125 21,756
Accrued liabilities 317 576
Total financial liabilities 19,442 22,332
Advances received 555 375
Accrued employee benefit costs 465 538
Net tax liability 494 -
Total trade and other payables 20,956 23,245

Trade payables of GEL 20,809 thousand (2016: GEL 9,990 thousand) are denominated in foreign

currency.

15 Finance Lease Liability

Minimum lease payments under finance leases and their present values are as follows:

Duein 1year Due between Due after Total
In thousands of Georgian Lari 1 and 5 years 5 years
Minimum lease payments at 31 December 2018 3,212 12,847 38,543 54,602
Less future finance charges (3,006) (11,593) (22,014) (36,613)
Present value of minimum lease payments at
31 December 2018 206 1,254 16,529 17,989

The table below sets out the movement in the Group’s finance lease liabilities.

In thousands of Georgian Lari

Lease liabilities

Finance lease liabilities at 1 January 2018

Principal addition 17,613
Cash flows (827)
Foreign exchange adjustments 433
Other non-cash movements 770
Liabilities from financing activities at 31 December 2018 17,989
16 Hotel Service Revenues

In thousands of Georgian Lari 2018 2017
Room and conference hall revenue 37,071 33,130
Sales of food and beverages 19,048 18,517
SPA revenue 1,820 1,793
Events revenue 809 -
Other 1,460 1,134
Total hotel service revenues 60,208 54,574

25



Georgian Hotel Management Group
Notes to the Consolidated Financial Statements — 31 December 2018

16 Hotel Service Revenues (Continued)

Revenue generated from different geographical locations is as follows:

In thousands of Georgian Lari 2018
Thilisi hotel service revenue 46,746
Batumi hotel service revenue 13,462
Total revenue 60,208

Timing of revenue recognition is as follows:

In thousands of Georgian Lari 2018
At a point in time 19,048
Over time 41,160
Total revenue 60,208

17 Hotel Operating Expenses

In thousands of Georgian Lari 2018 2017
Hotel management fees* 5,269 4,792
Consumption of inventories 5,015 4,745
Supplies 3,266 2,703
Professional fees 2,099 2,066
Utilities 2,223 1,812
Bank and other commissions 1,971 1,704
Taxes other than on income 1,179 418
Repair and maintenance 1,041 830
Contractors’ fees 641 674
Security expenses 724 584
Marketing expenses 345 525
Other 1,899 1,126
Total hotel operating expenses 25,672 21,979

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

Professional service fee includes GEL 124 thousand (2017: GEL 132 thousand) - fees incurred for audit

and other professional services provided by Auditor/Audit Firm as defined in the Law of Georgia on
Accounting, Reporting and Auditing.

18 Rent Expense

In thousands of Georgian Lari 2018 2017
Thilisi Hotel rent* 13,189 11,839
Batumi Hotel rent* 3,049 3,031
Total rent expense 16,238 14,870

* Thilisi and Batumi Hotel Rent include rent expense of the Hotel buildings as well as rent of other premise (e.g. such as parking
spaces, beach, etc.).

Hotel rent fees are calculated as a percentage of the total revenues (26.0% and 22.5% for Thilisi Hotel

and Batumi Hotel, respectively) not exceeding 113% of the minimum fees fixed as USD 4,000 thousand
and USD 1,200 thousand for Thilisi Hotel and Batumi Hotels, respectively.
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19 Net Finance Income

In thousands of Georgian Lari 2018 2017
Interest income on bank accounts 184 156
Interest income on issued loans 3,845 6,689
Net foreign exchange gain/(loss) 324 (31)
Finance income 4,353 6,814
Interest expense (5,274) (5,116)
Finance costs (5,274) (5,116)
Net finance income (921) 1,698

20 Contingencies and Commitments

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

Commitments and contingencies — Lease. The Group entities are in commercial lease arrangements
on Batumi Hotel building with Medea Operating Company LLC and on Thilisi Hotel building with JSC New
Hotel. All leases are operating leases and the leased assets are therefore not recognised on the Group’s
statement of financial position. Payments made under operating leases are recognised in profit or loss on
a straight-line basis over the term of the lease.

The annual lease fee in 2018 was GEL 16,238 thousand (2017: GEL 14,870 thousand). The leases have
a life of 49 years with no renewal option included in the contracts.

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

In thousands of Georgian Lari 31 December 2018 31 December 2017
No later than 1 year 13,918 13,480
Later than 1 year and no later than 5 years 55,674 53,920
Later than 5 years 513,520 506,109
Total 583,112 573,509

21 Financial Risk Management

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

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

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

Credit risk management. Credit risk is one of the largest risks for the Group's business; management
therefore carefully manages its exposure to credit risk.
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21 Financial Risk Management (Continued)

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

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

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

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

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

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

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

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

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

The Group considers a financial instrument to have experienced an SICR when one or more of the
following quantitative, qualitative or backstop criteria have been met:
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For loans issued to legal entities and bonds issued by corporate customers:

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

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

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

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

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

In general, ECL is the sum of the multiplications of the following credit risk parameters: EAD, PD and
LGD, that are defined as explained above, and discounted to present value using the instrument's
effective interest rate. The ECL is determined by predicting credit risk parameters (EAD, PD and LGD) for
each future year during the lifetime period for each individual exposure. These three components are
multiplied together and adjusted for the likelihood of survival (i.e. the exposure has been repaid or
defaulted in an earlier month). This effectively calculates an ECL for each future period, that is then
discounted back to the reporting date and summed up. The discount rate used in the ECL calculation is
the original effective interest rate or an approximation thereof.

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

Market risk. The Group takes on exposure to market risks. Market risks arise from open positions in
(a) foreign currencies, (b) interest bearing assets and liabilities and (c) equity investments, all of which are
exposed to general and specific market movements. Management sets limits on the value of risk that may
be accepted, which is monitored on a daily basis. However, the use of this approach does not prevent
losses outside of these limits in the event of more significant market movements.

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

In respect of currency risk, Management sets limits on the level of exposure by currency and in total. The
positions are monitored monthly. The table below summarises the Group’s exposure to foreign currency
exchange rate risk at the balance sheet date:

31 December 2018 31 December 2017
Monetary Monetary Net balance Monetary Monetary Net balance
financial financial sheet financial financial sheet
In thousands of Georgian Lari assets liabilities position assets liabilities position
Georgian Lari 9,012 (3,068) 5,944 8,188 (1,717) 6,471
US Dollars 84,954 (81,220) 3,734 91,609 (77,835) 13,774
Euros 119 2 117 24 - 24
Total 94,086 (84,290) 9,796 99,821 (79,552) 20,269
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The above analysis includes only monetary assets and liabilities. Investments in equities and non-
monetary assets are not considered to give rise to any material currency risk.

The following table presents sensitivities of profit and loss and equity to reasonably possible changes in
exchange rates applied at the balance sheet date relative to the Group’s functional currency, with all other
variables held constant:

In thousands of Georgian Lari At 31 December 2018 At 31 December 2017
US Dollar strengthening by 10% 373 1,377
US Dollar weakening by 10% (373) (1,377)

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

Interest rate risk. The Group takes on exposure to the effects of fluctuations in the prevailing levels of
market interest rates on its financial position and cash flows. The table below summarises the Group’s
exposure to interest rate risks. The table presents the aggregated amounts of the Group’s financial assets
and liabilities at carrying amounts, categorised by the earlier of contractual interest repricing or maturity
dates.

Demand and From 6 to From Over Total
less than 12 months 12 months 5 years

In thousands of Georgian Lari 6 months to 5 years
31 December 2018
Total financial assets 77,845 - 1,815 14,428 94,088
Total financial liabilities 72,369 78 1,238 16,545 90,230
Net interest sensitivity gap at
31 December 2018 5,476 (78) 577 (2,117) 3,858
31 December 2017
Total financial assets 12,798 87,023 - - 99,821
Total financial liabilities 25,894 3,634 35,269 14,755 79,552
Net interest sensitivity gap at
31 December 2017 (13,096) 83,389 (35,269) (14,755) 20,269

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

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

The tables below show liabilities at 31 December 2018 and 31 December 2017 by their remaining
contractual maturity. The amounts disclosed in the maturity table are the contractual undiscounted cash
flows. Such undiscounted cash flows differ from the amount included in the consolidated statement of
financial position because the consolidated statement of financial position amount is based on discounted
cash flows.
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The maturity analysis of financial liabilities at 31 December 2018 is as follows:

Demand and From 6 to From Over Total
less than 12 months 12 months to S5 years

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

The maturity analysis of financial liabilities at 31 December 2017 is as follows:

Demand and less From 6to  From 12 months Over 5 Total
In thousands of Georgian Lari than 6 months 12 months to 5 years years
Financial liabilities
Trade and other payables 22,332 - - - 22,332
Loans and borrowings 5,813 5,813 46,504 15,502 73,632
Operating lease - 13,480 53,920 506,109 573,509
Total future payments 28,145 19,293 100,424 521,611 669,473

22 Management of Capital

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going
concern in order to provide returns for shareholders and benefits for other stakeholders and to maintain
an optimal capital structure to reduce the cost of capital. In order to maintain or adjust the capital
structure, the Group may adjust the amount of dividends paid to shareholder, return capital to shareholder
or sell assets to reduce debt. The amount of capital that the Group managed as of 31 December 2018
was GEL 31,332 thousand (2017: GEL 31,124 thousand).

23 Fair Value of Financial Instruments

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

Assets and liabilities not measured at fair value but for which fair value is disclosed. Fair values

analysed by level in the fair value hierarchy and carrying value of assets and liabilities not measured at
fair value are as follows:
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31 December 201 31 December 2017
In thousands of Georgian Carrying Carrying
Lari Level1l Level2 Level3 value Level 1 Level 2 Level 3 value
Assets
- Cash and cash equivalents 11,377 - - 11,377 11,313 - - 11,313
- Loans issued - - 80,351 80,351 - - 87,023 87,023
- Trade and other financial
receivables - - 2,358 2,358 - - 1,485 1,485
Total financial assets 11,377 - 82,709 94,086 11,313 - 88,508 99,821
Liabilities
- Borrowings - - 51,765 51,765 - - 56,930 56,930
-Trade and other financial
payables - - 19,125 19,125 - - 22,332 22,332
Total financial liabilities - - 70,890 70,890 - - 79,262 79,262

24 Events after the Reporting Period

On 31 January 2019, Georgian Hotel Management LLC and Iveria Center LLC formed a loan agreement
with TBC Bank JSC, based on which, the payment liability of Iveria Center LLC to TBC Bank JSC was re-
assigned to Georgian Hotel Management LLC. On the other hand, lveria Center LLC became liable to
repay the loan to Georgian Hotel Management LLC.

On 31 January 2019 the Company declared a dividend in the amount of USD 1,600 thousand.

In January 2019, New Hotel JSC fully repaid the loan with the year-end balance of GEL 64,108 thousand
to Georgian Hotel Management LLC, and on the other hand, Georgian Hotel Management LLC repaid the
loan received from TBC Bank JSC with the year-end balance of GEL 51,765 thousand.

In May 2019, Georgian Hotel Management LLC cancelled an agreement with Iveria Center LLC on the
finance lease of a commercial space, where one of the restaurants, managed by Georgian Hotel
Management, was located. As a result, the Group had derecognized the respective property and the
finance lease liability from its balance sheet.

In April 2019, the shareholding structure of the Company changed and 96% of the ownership of the
Company has been transferred to Comodon Holding Limited (Malta). Later, on 22 April 2019, Comodon
Holding Limited (Malta) transferred the 96% of the ownership of the Company to its subsidiary SRG Real
Estate LLC (Georgia). As a result, the ultimate shareholder of the Company has not changed.

25 Accounting Policies before 1 January 2018

Accounting policies applicable to the comparative period ended 31 December 2017 that were amended
by IFRS 9 and IFRS 15, were as follows.

Financial instruments — key measurement terms. Depending on their classification financial
instruments are carried at fair value, or amortised cost as described below.

Classification of financial assets. Financial assets have the following categories: (a) loans and
receivables; (b) available-for-sale financial assets; (c) financial assets held to maturity and (d) financial
assets at fair value through profit or loss. Financial assets at fair value through profit or loss have two
sub-categories: (i) assets designated as such upon initial recognition, and (ii) those classified as held for
trading.

Loans and receivables are unquoted non-derivative financial assets with fixed or determinable payments
other than those that the Group intend to sell in the near term. The Group’s loans and receivables
comprise of ‘trade and other receivables’ and ‘cash and cash equivalents’ in the consolidated statement
of financial position.
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25 Accounting Policies before 1 January 2018 (Continued)

Classification of financial liabilities. Financial liabilities have the following measurement categories:
(a) held for trading which also includes financial derivatives and (b) other financial liabilities. Liabilities
held for trading are carried at fair value with changes in value recognised in profit or loss for the year (as
finance income or finance costs) in the period in which they arise. Other financial liabilities are carried at
amortised cost. The Group’s other financial liabilities comprise of ‘trade and other payables’ and
‘borrowings’ in the consolidated statement of financial position.

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 Group 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
each of the Group’s activities, as described below. When the fair value of goods received in a barter
transaction cannot be measured reliably, the revenue is measured at the fair value of the goods or
service given up.
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1. The Group’s business development, performance and position

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

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

In 2018 the Group recorded revenues of GEL 60,208 thousand, which is approximately 10% higher
compared to 2017 year revenue of GEL 54,574 thousand. The growth is mostly due to the general increase
in tourism in Georgia. Considering the nature of the business, 62% of total revenue comes from rooms and
conference hall rental, 32% from sales of food and beverages and remaining 6% is other revenue. Profit for
the financial year 2018 amounted to GEL 3,256 thousand and for 2017 -GEL 6,565 thousand.

2. Group’s future development plans

In 2019 the Group will be mainly focused on increasing the sales and improvement of operating figures.
Considering the nature of the business, no specific development plans are in place besides the general
growth.

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

In 2018 the Group was not engaged in any research and development activities.

4. Information on the branches of a Group

The Group does not have any branches.

5. Key financial and non-financial indicators

The analyses of key financial indicator are the following:

GEL 000’ 2018 2017 Explanation of progress
General increase in tourism industry
1 Revenue 60,208 54,574 in the region
2 Results from Operating activities 4177 4,867
3 | Operating profit % 5% 9%
4 | REVPAR** 224 199
5 | AHR*** 330 302

*Earnings before interest, tax, depreciation and amortisation ** Revenue per available rooms ** Average house rate
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The analyses of key non-financial indicator are the following:

2018 2017
Occupancy % 67% 63%

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

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

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

6. Detailed information on the acquisition of its own shares
In 2018 no acquisition of own shares were made by the Group.

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

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

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

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

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

Hotel rent fees are calculated as a percentage of the total revenues (26.0% and 22.5% for Thilisi Hotel
and Batumi Hotel respectively) not exceeding 113% of the minimum fees fixed as USD 4,000 thousand
and USD 1,200 thousand for Thilisi Hotel and Batumi Hotels, respectively. In year 2018 according to
above mentioned rent agreement between Argo management LLC and Medea Operating Company LLC,
no variable rent is applicable in 2018. As for Georgian Hotel Management LLC and JSC New Hotel,
variable fee was applicable and was calculated accordingly.

For management of the Hotel operations, the Group entities annually pay management fees to Rezidor
Hotels U.K. Limited. Management fees are variable and determined based on operating results of the
Hotel. In 2018 management fees amounted to GEL 5,269 thousand.

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

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

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

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

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

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

The key risks and uncertainties are related to the followings:

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

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

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

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

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

Market risk. The Group takes on exposure to market risks. Market risks arise from open positions in (a)
foreign currencies, (b) interest bearing assets and liabilities and (c) equity investments, all of which are
exposed to general and specific market movements. Management sets limits on the value of risk that may
be accepted, which is monitored on a daily basis. However, the use of this approach does not prevent losses
outside of these limits in the event of more significant market movements.

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

Levan Gachechiladze
Director
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006005¢7m60 Loy 50M 33bIdL dobodsermto
Qog)aawabb 31 ©g398dgco 2018 206 1,254 16,529 17,989

J390m0o mgd 3bMHoEdo s0fgHowos x50l GobsblivyMHo oxsMOl 35¢YdEgdgdol IndMHMdS.

300508002 sty cvstrdo 0X500l 35w gdIV0
530656L9MH0 0xMOL Z5aEYdIgddo 1 0sbzsMo 2018 -
do60 MobboL T3 gds 17,613
BOWHEO 63535900 (827)
U535 ™ 30M9dGH0ODS 433
bbgs 9983w oo dmdMomdos 770
R0bBLrYHO Lsgdosbmdom FoedmBmdogro 3o gdwymgdgdo 31 g39ddgho 2018 17,989

16 893mUsgsgmo LsbiGmImmgdols dmalsbryMmgd0sb

5030800 50 r3HTO 2018 2017
899mbog5e0 6mIMg006 ©s bsgmbxggmgbiom 37,071 33,130
M05HgO0H

1533900L5 s LELIAgEOL Aoyo3s 19,048 18,517
399mbog350 L3ssb 1,820 1,793
399350 ©MboldogdIdOb 809 -
Lbgo 1,460 1,134
Legem G99ealagsemo Lsbiddmegdols 9mdbsbmgdosh 60,208 54,574

LbgoslbZS AJMYMBOME M I53090Dg B0WgdNEo Fgdmbogawro oym:

5030800 50 r3HTO 2018
0000LOL LsbEwgddmb dgdmbiogswo 8malobwmmgdosb 46,746
05090L LabEIH ML Fgdmbsgswo dmdbobyMgdosb 13,462
Ly Gg8mboagsero 60,208

399mb3e0ol 5005Mgd0L O™ 0ym:

50300800 50 HTO 2018
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©OH™ol dmdgbEdo 19,048
Mo 356353wMmdsdo 41,160
lrgem G90mlssgsemo 60,208

17 LabBmBGmYRdOL Lom3gMsgom bstxgdo

3025602800 s C5BHT0 2018 2017
LOLEGNMIOML JsGMZ0L Lsggslm@o™* 5,269 4,792
356539000 IbdoMgds 5,015 4,745
05653900 3,266 2,703
360Hmxz9b0Eo dmdbobmEgds 2,099 2,066
3089965 megd0 2,223 1,812
05630L s bbgs Logzmdolomgdo 1,971 1,704
2905L5b5@Yd0 FMYJOOL oILILIPOL oM 1,179 418
90mbGH0 s $9db03M0 BmBLEbLMEYdS 1,041 830
3M6GHodEHMMms Logmdobomgdo 641 674
335 724 584
0563930bg0 345 525
Lbgo 1,899 1,126
Legem Lobigdmmgdol Lac3gmsEom batxgdo 25,672 21,979

* bolihepdereals 2392530980 85630330b5030b;, 03299330 F9ds535¢0 3065980 ,,69DoG 3039l 0rdgo ¢rododgolb™
I39e 01 7b0sb Jstogol bsgsliag®l. dstogol bsgsbey®mo 3gamsos @s gobrgds bolidodemls
bsm3gmsgoe dgogsgdol dobywz000.

360mxzgbowwo  dmdbobmEgdol boMxo dmogsgl 124 500 oGl (2017: 132 s000b0) - Gog 5oL
3MOEGMMOL/5MEOGMOMWo Bomdob dogh 4ofgmmo s99oGoLs s bbgs 3Mmggbormo dmdlabwMgdol
L5g3LMYOL dMMOCEGHOMEO SOOHOELZOL, SBAIMOTPIOOLS s 59EOEOL Tgbobgd LodsMrmzgwml 356mbols
39L5dsdols.

18 Jotols bstxo

0056800 50wy (3sGHTO 2018 2017
30¢0oLobL LobGHMIGMML Joms* 13,189 11,839
05007930l LobBIGMl JoGs* 3,049 3,031
Ly JoMob batxo 16,238 14,870

* 080¢robols s 85002990 bsbhadere980b Jo®s dmogsgl bsbdepdmmgdol dgbmdgdol, 5390039 bbzs 0636sbBGHeIG0l
(b535630639 5C030¢70, 3¢P3370, 5.08.) oMol bsyb.

LobBHIOML JoMol Logslbm@mo gsdmom3wWgds MmymM3 Jomwosbo Fgdmlsgwmol 3OmEgbEMwo fowo
(26.0% 5 22.5% d0olol s d50w)dol Lol dMmgdoLamgol, Gqlodsdobs), sGs MIgEgl Mdowolol
5 35003ob LolGMBMHMYIBdOLOIMZ0L FoblEBOZMHIO, Fgbsdsdobow, 4,000 smslo 538 EMmEIsMoLs s 1,200
550 580 EMEMHOL M bMdOL FobodswrMmo Logsliy®ol 113%-obs.
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19 §00bcs gobsblimto 8gdmlisgswro

0030028000 56029 (30 2018 2017
Lo3M 396G M F98mbogso Bodsb3m sbysM0dgdbHy 184 156
Lo3Mm 396G M 893mbogso go39dme Lglibgd by 3,845 6,689
2393G3L0m0 39MHLOL (33¢0gd0m J0MYdIYO 324 (31)
00905/(Bss0)

530656bMo gdmbsgsmo 4,353 6,814
Lo3MmEgbGHM botrxo (5,274) (5,116)
Ls36m3gbEm botxo (5,274) (5,116)
$006> BobBLGHO Fgdmbsagswo (921) 1,698

20 30603000 F5¢JOMEIOIO0

bs0s(h0r¢m9B®m030 ©53980. ©OHMOIEOM, 30Bbglol Bzgmmgdmogo Fodobsgmdolisl, X8O 0Mgdl
390339 LoBOZMPOL. Bo3MsM0O 3MMABMBYdoLs s Fos s oMY 3OMAILBOYo JMbLIMES300L
Lo3wydzgebyg, 9969%836G0 M MbgdMos, MM Lshogz™MGdMD ©s35380MHYd0m 3MmbLMMOEOMYdME
1306566 569560890580 5005MgdMEO MHHYMZGO0L oMo FoldEHsdMHO H35MRJd0 BrmbswmEbgwo
o6 56OU.

bs3060Gsgdm ©@s 30658000 3ser@g8rImg8980 — oxsMs. XyIRIo Tgdsgoew 3oMmgol d3b 0990
3960903 0by 303356066 (BsTol LoLEGMBGML 99bmds) s Ll 60wy 3mGHIwmsb® (mdogrobol
Lol B ddml  99bmds)  4o8m®IGOMWo o3l 3MBIOEoMEo  Looxs®m  Fgmabbdgdgdo. yzgas oxsMs
L5M3gMOE0MS S Loox MM 59303900 XaBRoL 50bsbLWOO BEyMIsMgMdOL SbAM0Tyg0530 56 SLsbms.
L5M3gMOEOM ORIMOL  450IBOYI0  TMYJOS-DBIMSWT0  5PV0MYds HMHB0Z0 TgMEO! 0XIMOL ool
2496053 mdsd0.

§00®H0 Looxsmm 4o@sLobowo 2018 §gwl ogm 16,238 smslio woto (2017: 14,870 s00bo s60). oxsMs 49
§c005605, 39Bsbargdol mgy300l Qocm9dy.

065959193905000 Lom3gMoE0M 0K MO0 IMT535¢00 J0B0T>EIHO LooX MM YoEobEYd0s:

503080 Jooryem 50 31 g399d9M0 2018 31 g399d9M0 2017
565 13309690 1 femobs 13,918 13,480
1 §erob 9999 s 565 M3069L 5 Farols 55,674 53,920
5 ol 999099 513,520 506,109
Loy 583,112 573,509

21 gobsblvymo Holzol JsGomgs

X2399930L doaboom GHobIOL oOM30L BMbJ30s bMMmE09Wgds B0bBLME MHOLIYODY (Lo3MgOGBM, LodsBOHM
5 033000Md0L M0L3Y00), LoM3gMsz0m MolZgdBY s LEsOMNWYdIMH0Z MHOLGODY. BobBLHYGO MOLZoL
o030l 316300l F0ogz9M0  0M35Bgd0s  MOLZOL  BoMYWIdOL  oEyIbs s  TgBgy  0dol
MBOHMB3gwyngs, M 3mGHIBEoMMmo  DoMowo  smbodbmm  BoMywgddo IMRIL. Lom3gMsEom  ©s
L53sMHNWGOM030 MHOLZOL FoMM30L  BmbJiool Fobsbos Fos 3MmE0EH03gools s 3MMEFIEIOJOOL
Lomsbsmo 3mbd0mboMgdol Mb@mbggurymas, Goms 800 dmbEgl Lom3gMmoEom s LodsMMNWIdGHOZ0
»0ob3gdol dobodmdsdg 99306 gds.
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bs39000m Golizo. xRy 9nddgogdl bszMgodm Moblo, Moz Mol 0dol Golgo, Mmd 3obsblrmGmo
0bLGHOMIGbEOL gBmo FBsMY 35O GdOL FJMLEMMEIIWMBOM Fodmofigg3l IgmMg dbseOl GobsblivyH
DoMol. LozMgoEM Mo 3ZAsTM3mobgds BBIds XamBol Jogh 3mbEMgbEHJI0LIMZ0L dmdbobmGmgdol
1536M9O0GHM 30MHMBJOOM J54030LS s bbgs GHEMbbogd30gdol 89wgyo®, MmImwgdoa 530656LE sd@039dL
oM.

X3980L  35gJLoToEMMo  LogMgEodMm  MoL3ZRedmgobgds  s0bobgds  BobBLWGO  dYMTsMgmdOL
06500090580 Im393w0 B0bBLYOO 59E 03900l bdsEbLM VoMgdMEgd9ddo.

Us309008m  Gobob Jsk0gs. 1LIIMIVOGHM MOLIO SMOL XaRoL doBbgLBY dmddgo gOHPIOMO
malbgzowgbio ®ob3o; 5dgbs, 99bgxTgoGHO 4M9Mgd0m FoMm™s3L Lo3MIOGHM MOLIOL FodmgEobydsls.

L536M90GH™ MHolzol dgxusligds dobo JoMmgol Jobbom MMM 3OHMEgLos s FMEYEGdOL Fodmygbgdols
239obbIMdL, G0 Molgo 35GOMIBL BsBOOL 30MHMBZIOL, JmbowmEbgwo BMwso B5350gdoLs ©s
©@MHMOL 3513e0L Fglsdsdobo. 5903900l 3MMEAEARIOL LozMgoGEM MoLIOL TgBsLYds s3Mgm3g Im0E3L
©IBMWEHOL  5¢EdsmMMdOL,  Tglodsdolo  boMowol  3mn030g6EJI0L s  3MBGHMR96EHIOL  FmGol
©IBM GO0l 309300l 4o56QM0TGOSL.

®olbz0l  080d980. XJYMBO  Lo3MgoGMm  MolZoL  LEHOMIGHWOODIdL bl  3MbEHMYIBEJO6
900560090580 Jobomgdo  Mob3oL  MmEIbmdYPPDBY odo@gdol  ©sfgbgdom, MmIgwmmsg 89bgxdgbGo
9RO 50BHI0EJ0L.  3MbEHMoagbEGHd0oL 9933500  GHOLIYO0  YMOE®Gd0sh  dmbodm®mobal

0939900056905 5 39MHOMPYICNIQ JIWOI0HJIOOS.

Lo3MgoGHM  odo@L  59bowoHYIL s  98BI0EIdL  B9bgxTgbGO. LSIMILOF™M  MobIRsM3E0bgdol
dmbo@m®mobgol dobbom 0ddbgds Mgas®mvyemo dmblgbgdgdo, GMIWgdoE 3¢0gbEHgdol Bobsblwdo
0563969000l 9BsewoBl  g8ydbads.  b6gdoldogMo  0bFHgModios oLgm  3W0gbBHGOMb,  “MIgEms
153M9OGH™ bo®obbo 1sMgbgds, dmgbligbgds 8gbgxdgb@L, MG®Igwor Losgzombl s9m{agdL. xaMzoL
bgddmgsbgermds s0mfdgdl 3mbFGHMoabBHd0L  BoB39bgdegdl s 9530095l  sbggbl
3909300 dosbligdby.

dmbsemmbgemo  bsztgoodm bstsemolb (b)) ggsligds. dbD sGol gmarol 9mdszseo  @IBoEoG0L
9000boMg  0MHJOMYGOOL  SEBsMMdsBY  Fgfimbowo  gosbye®modgds  (sbvy  Lsdmowrem  dgfimbogro
153609O0GHM DoMOwo, Losg dghmbzol 3mgxn03E096GI® 498m0Yygbgds FmEgdmw 39MH0M©T0 IBMEWEGHOL
dgbodsdolo Holggdo). AbB Fgxroligds 8039MAMIBI0s S ©EH0bEGds Tglodwrm Fggaqdol domgero
139dBHMobL FgBsbigdom. AbD Fgxuobigds 9i3w9dbgds X aRdo 2s0mygbadmer mmb 3mI3MbIbEL: WyBMEEOL
3EBSMMOY, MoL3RIMZ0bgds IBMEEHOLIL (M), B0 IBMEWEHOL dgdmbggzsdo (Bd) s
©0oL3MbEBH0MmYBdOL 4965339m0.

M3  5M0L  8MTs35¢0  EIBMWAEHOL  MMmOEdo  MHOLZYITMZWOBIOOL  o9bYIM0Tgds,  GMIgEdos
db9390mdsdo  Foogds  LosbysM0dgdm  3gMomol F9dgy  MolZAsdM3wobgdsdo  dmbswwmobywo
330omgd9d0, 8500 mE0oL, doMo msbbobs s 3OM3IBEHOL IBIMZs s Fmbowo  Lglbgdol
9mboErmEbyero o0gds. IBMEEOL 5¢ds0MBds 5MOL 0JoL 2osbsM0dgds, vy M53I6s© LogsMIMEM
dm39999  39MH0Mm©A0  IBMEEOL OIEYMTs. BT MOL IBRMEEHOL dgdmbggzsdo (omImdmdowo
DoM5@0l 255695000905. 0L gx3dbgds Lbgomdsl Jobowgd Labgwrdn3zBrwgdm B5350gdLs s 03 FYWsE
60350090 MO, Mol Jomgdabog 3odlglbgdgEo FoGovEMBL, 3500 InMOL, MBOHNMB39ELYMB0EB. ol
B39 g6 03 godmobs@gds Hmym®3 -0l 30m3E36¢wmo fowo. dmbswmbywo HBsmowo dodobstmg
©0MgdgdsdEg ©EoL3MBEHMIds LosbasM0dygdm 39H0MEOL drEML. EOLZMBGHOMIdOL §sbs339075
299m0y9gbgds  50obsbbyMo  0bLEHMWIPBGHOL 9gBIIGHMO0  LEdOMEIBEG™  d9bs3zzgmo  (gby) 96 Tsboob

905bMgdMeEo o65339m0.

9969%0963H0 9bIbL sMUY8mBoL Jsbdocr by FbB-ol ImEYE0MgosL, 96w 08 Bl FMEIWOMYdL,
MmIgeoE 8000gdMm©s 530bsbLMo  0bLEBHMIIbEHOL sMBgbowo 350l Bsbdowby yzgms Fglodem
©IBMEHOL bEmdowgdosb. 12-0030s60 B FoMdmoyqbl 530bsblmem 0bliEMmMAghEbg sMLgdMdOL lb-
ol 00 bsfowl, Go3 8000gdM©s IBMWEHOL bmIorgdgdoEb LosbysMm0odygdm 3gMomemol dgdwgy 12
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0306 356053emd5d0o b B0bsBLMO 0bLEHMMAEEHOL oMBgbowo 35Ol 2o63sgEwmdsdo, vy ol gMom
FoofoBy Bs3egdos.

b, HmIwgdoi I9bgxdgbGds Ggoxsbs Fobsdwgdstg 3mblmeoomgdmmo 1obsblrMo sbase0dygdol
30BbgdoLsmMz0L, MOl MOl gMm dmdgbEHT0 2939mgdEro Fgxnsbgds s M (3030 Jgxslgds,
GHmdgos  Mgawocgdol dobbgdolsmzol 3m@gds. 93 Jggolgdsdo ds8mygbgdmaos  LadMmabmbm
0683mMTs300, 9649 LB SLobsgl  LozMgoBH™ Moblbg Bmddgo JoMomsEo  To3Mmg3mbmdozwydo
(3350 gO0L 5¢dIMMBSBY dgficmboer 39b30m0MgdL.

QIBMAHOL  5@d5mMO0L  FgLogILIOMOI® KAMYBO OIBMEAL  49BLsBEZMIZL  MMAMME LoGwoEosl,
HmIol MM™L MHoLIATIMZw0bgds 53059mMmz0egdl gMm 96 9@ 9999 3O0GHIM0mAL:

® 3500050530 gds Jglibgdeol Labgmdy3Grvegdm 4oobgdHY 90 LB BgE0s;

e JLglbgdgeo 530594mBoEgdl 4oobOlL Bogzwrgdo Imbagmbgermdol 3G 0@ Mm0wIgdl:
0 dbglbgdgeo goMEo0E39es;
0 3dbylbgdgaro 2oobolvyMbotmmos; o
0 Log5Momm bgds, Mmd dLglbgdgwro s0figgdl 3o3mEM9d0L dMm39Lb.

249605MFgdol  JoBbgdolomzol,  xawRds  LOMML©  FolLoogs  EIBMWEGHOL  bLsbMIMYdS
39003 R99MIGOME0 59303900l  4oBLsBEZMGOL. IBMWEHOL Bgdmm dmE3gdo  FobLsbgMGds
3030@©gd> XdIBOL Y39> Hodob Bobabbyg® 5303y

X3IBO M3¢0oL, MM Gobsblry®ds 0bbEMMIbETs goboEss LOLDB, MmEILsz 30YMBOEYdS JOMO b
3930 89900930 M5EIbMmdM030, baMolbMmdM030 56 LomgbgMazm 3HoGgModo:

0MMH0EOME 30093Dg 3539900 Lgbbgdols s 3MH3MGMmHE0Mo 3e09bGgdol Foge gsdmd39dvwo
MB05(30900L gdmnbgggsdo:

¢ 30 0560 3509300 90Y;
e ®oL3oL ba®olbo - ,Lo356390m IMboEHMMmObYO;
*  OIBMEAEHOL 5¢EBNMBOL JoBOES 2.5-%9M

15353 M s bbgs Immbm3zbgdols s bo3zmb@Mogdm sd¢039ool d9dmbgggzsdo:

o 30 ©M0sbo 35053505(30¢9dS

X39g8d0 dmddggdl b FgxsLgdol mMo doymds: (1) obwogzoswm®mo Tgxsbigds; (2) dgxsligds
3O GHRIOL BoMAWgdTo.

dLbB-ob 0bozoEMLWMEMmo Fgisligds bgds bbgssbbgs dgbsdwm dggaol Ggdmbggzsdo LozMgEod™m
DoMool dgfmbzom mommgmmwo 99gaol s5EdsmMdIBY. X3RO o™ FgBsligdme bgbby Lwmen
9306y ™6 dgbsderm Fggal 3obLaBO3M3L, HMIGW Db gHMO b3MIOGM boMowl ofj393L, Mboss
2190 bEgbIOOL SEBICIMBS Ao BY BSEIO OYMU.

3mOGBIoL GoMAwgddo FgxsLgd0oLl XAR0 5YIbL HOLIASTIMZE0bgVsMs JBHI3JOL S XYMBMMSD
Dmsgl Boowol MgHgmgL. MHobas0m3w0bgd9d0 sbs5w0bBEIds 1YadabEgds®, MMIgdol E0bgds

15369OGHM MHOLZOL LogMmM TobslinsMYdEGBOm 0lg, HMI gOH® XA9Rdo IMJ3goI Mo IYIM3E0badIdL
300960 56 b s3lo Golzgdo 3dmbogl.

Lobmaom, D sMoL LszMgoGm Mobzol Fgdwgao 35ModgBHMgdoL  BsdMsgzwgdol xsdo: G,
©IBMWEHOL 5dIMBS s BT, HMIWGdOE 960dsMEJdS Bgdmom sefgMowo Lsbom. xsdo 8999y

8000656y ©0oMgdmgdsdEy ©obIMbEGH0M©Ids 0blGMMIgbEoL 9539JGWIM0 LedOmEIbE™ gsbs339000L

3o0mygbgdom. LB  ©a0bgds MmommgMo  IMdszswo  Farolomzol  Yymzgwo  0bEo30MOLGHO
0L 3359306900l 5MLYdIMBIOL 3gMHOMEOL 256353 Mdsdo LozMgOG™M MmoL3oL 356539FHMYdOL (M,

©IBMWEHOL 5WB00MdS S DY) 3OMYbnboMgdom. gl Lsdo 3nI3mbgbEHo gMHmMBsbgmby IM3¢Yds
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5 3MM9JBH0MY0s BB MBIBOL 5edsmMdIBY (56w GHOLIREBMZE0bgds 0BG 96 b IBMEEO
39603505 Fobs 3980). g 5HOL BodBHMOM035 Y390 Fmdszowo 39Mom©ol Jsb-ob godmmgs. dbb
9900093 ©OL3MBBHOMPYdS 396, LosbasM0dygdm ©WIIg o X9IIds.  AbB-0ol  FodMMZEOLLL
3990y96909900 obMbEH0MIBOL 3565339070 G0l 153093060390 9B9JHNIMO LadOHMEIOGHM Fobs33gmO b
3sL09b Josbermgdmwo 456s339m0.

b Fmgemgédo gsdmygbgbeaacmo bsdmmgbmbm 0bgm®mdszos. dH-ob gs0mm3wolisl Ibgggemdsdo
3000905 9MmMIIBGH0MYPPMO  LESOMPBMBM  0bBMMTs305.  XAMBTS 9oLy ol doMomswo
0306030379600 (33000900, OMIWGIOE  JNOJWs30sd0s  LogMgodm  Molgol  dmzwgbgdmsb s,
d9L5d5d0ls, H-0b. 93mbMT0zMHO  (33WsEIdOL  3OIMABMBL  (LsdsBOLbM  93mbmTozMMo  13gbsto)
039MgOL 09350  XJMBO.  3OMABMDBO  9®OL  IMBogowro  farol  99bdogermdsdo  ImLocrmbgro
053609306m3031M0 8mgzagbgdols G9g3oLgds.

bs8sbhm Bolzo. Xxamnby 9mddggdl LsdSBOHM MOL3Ydo, MMIgdoE AsdmfzgMwos (5) WEbmy®
3500939030, (8) 303963056 57EH0390Ls O 39eEYdgddTo s () Fowmd@mog 0bzgbBoEogddo ©os
3H03E0go0m, MHMIGEMob g3zgwsbg 9mddggdl doBOOL bmyso o 3Mb3MgGHmwo dghygmds.
9969x0963L ©@sfgbgdeo 5gglb Holzol dolowgdo MmEIbmdol BP3sM0o, HMIEOL dmbodmMobyo bogds
4M390EOOO0YMHS©. MvYd3s, 50 8oEAMIol 3o8myghgds, dmEmIEY 96 SOIMBHBIOHOL DGO 58 0doGEHIOL
90035 35HMOL dEogMo dgMygmdobsl.

bsgsemegdem Gol3o. bogswwBHm  HGoL3I0 SMHOL  Fo33E0MO  3MMLOL (3300w gdOL  2sdm  Bobsblw®o

0bLGHOMIGBEHJOOL VOoMmGIMMdOL Fg33wol Moblo. XaMaLl InddgEo o33womo 3MMLYdOL dghygmdol
M0ob3o 930LMYds B0bsBLME dEYMTsMYMBdILS O BES Bs3oEIdDY.

Bo35avEM GHOLIMD ©35380Mgd0m, 9bgXTIBAHL sFgLdMO 5g3L W0ToGHIdO 3mEIbE0MG DBoMsw By
350993 900Ls S FE0sbo MmEIbmdol dobgzom. 3MmBOE0JO0 25I0bYPIDdS YMZILMZ0ESE. J390mm

dm399e sbGowdo bshgzgbgdos xamnbHg 9mddgo MiEbmmmo 3scEBHol go33womo 3OLol Moo
05 5bLOL EMIL:

31 093990960 2018 31 93988960 2017

B0 B0 fdobes  goworo B0 fjdobes
s03bmBo0o» 306s6LYGHO 30bsbbMo  LbsdsEsblm  Bobsblr®o R06BLMGO  LsdsErsblie
FoO0w9em ¢n5HT0 530300 35 gdMEgdgd0 3mboEos 53303900 33emgdemgdd0 30%oios
Joonmaro sto 9,012 (3,068) 5,944 8,188 (1,717) 6,471
588 MG 84,954 (81,220) 3,734 91,609 (77,835) 13,774
936m 119 @) 117 24 - 24
Brge 94,086 (84,290) 9,796 99,821 (79,552) 20,269

Bg0mo 65h3969000 565¢0B0 IMo393L TbMEIME FMEsE 9dBH03gOLS S oW OIOMEGdJOL. o mdMogo
0639L3H0E0gO0 O MRS 5JBH03900 50 0m3egds 3508369 mgsbo Lagsem@m Molzol asdmdf3g3
35gBHMOMJOS.

939900 9399 3bGHoEdo FoMdmEygbowos Imygdols @s B0, s1g39 39300l IZMAbMOYEIMdS
336J30mbs M0 3o EoL A533womo 39OLoL Tglsderm (33¢00gdol 303500 B SBLOL sBysGOTol

©OIL, Y39 bbgs (33eo0l 3dogmdol 30Hmdgddo:

305602800 sy csGHIo 31 09399d9M0 2018 31 93988960 2017
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