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Statement of Management’s Responsibility

The management of the LTD Marvel Georgia is responsible for the preparation of the financial
statements (referred to as “the Company”). In doing so, the LTD Marvel Georgia is required to:

-  select suitable accounting policies and apply them consistently;
- make judgments and estimates, which are reasonable and prudent.

The management is responsible for keeping proper accounting records, which disclose with
reasonable accuracy the financial position of the Company. It has a general responsibility for taking
such steps as reasonably open to them to safeguard the assets of the Company and to prevent and
detect fraud and other irregularities.

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

Tea Gavaketashvili

Director
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Independent Auditors’ Report

To the Management and shareholders of Ltd Marvel Georgia
Opinion

We have audited the financial statements of Ltd Marvel Georgia (the Company), which comprise the
statement of financial position as at December 31 2019, and the statement of comprehensive income,
statement of changes in equity and statement of cash flows for the year then ended, and notes to the
financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Company as at 31 December 2019 and (of) its financial performance and its
cash flows for the year then ended in accordance with International Financial Reporting Standards
(IFRSs) for Small and Medium-sized Entities (SMEs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Company in
accordance with the international Ethics Standards Board for Accountants’ Code of Ethics for
Professional Accountants (IESBA Code), and we have fulfilled our other ethical responsibilities in
accordance with the IESBA Code. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Emphasis of matter - Going concern

In forming our opinion on the financial statements, which is not modified, we have considered the
adequacy of the disclosure made in note 14 concerning the Company’s ability to continue as a going
concern. In order to continue operations for the next 12 months the Company is dependent upon
main supplier strength. This condition indicates the existence of a material uncertainty which may
cast significant doubt as to the Company's ability to continue as a going concern. The financial
statements do not include the adjustments that would result if the Company was unable to continue
as a going concern.

Responsibilities of Management and Those Charged with Governance for the Financial
Statement

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

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

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

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

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

* Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Company to express an opinion on the financial statements. We are
responsible for the direction, supervision and performance of the Company audit. We remain solely
responsible for our audit opinion.
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We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identi ing our audit.

Alexander Skhilad
Partner
Crowe GELLC
6-Jul-20




LTD MARVEL GEORGIA

Statement of Financial Position
As of December 31, 2019

Note
ASSETS

CURRENT ASSETS:

Cash and cash equivalents 4
Trade and other accounts receivable 5
Inventories

Prepayments

Total current assets:

PROPERTY, PLANT AND EQUIPMENT 6
INTANGIBLES AND OTHER ASSETS

TOTAL

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES:

Trade and other accounts payable 7
Advances from customers

Interest bearing loans and borrowings 8
Total current liabilities:

SHAREHOLDERS' EQUITY:

Charter capital

Retained earnings

TOTAL

© 2020 Crowe GE
Page 7 of 18

As of December 31

732,193
5,238,565
2,998,645

140,830
9,110,233

97,795
20,403
9,228,431

2,981,389
56,831
10,827,470
13,865,689

200
(4,637,459)
9,228,431

As of December 31

1,415,302
7,581,196
11,716,219
28,931
20,741,648
136,300
24,010
20,901,958

13,663,238
24,192
8,874,356
22,561,786

200

(1,660,028)
20,901,958
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LTD MARVEL GEORGIA

Statement of Activities and Change in Net Assets
For the year ended December 31, 2019

Note For the year For the year

NET SALES 9 29,786,145 35,050,321
COST OF SALES 30,309,585 35,382,890
GROSS PROFIT (523,440) (332,569)
OPERATING EXPENSES 10 1637.609 1,566,861
INCOME FROM OPERATIONS (2,161,139) (1,899,431)
Other income L 1,042,940 1,884,079
Financial costs 12 1,834,517 1,001,510
NET INCOME/(LOSS) BEFORE TAXES (2,952,7186) (1,016,861)
Income tax benefit/(expense) (24,714) (18,883)
NET INCOME/(LOSS) (2,977,430) (1,035,744)
Dividends - 2
RETAINED EARNINGS/(LOSS) (2,977,430) (1,035,744)
RETAINED EARNINGS, BEGINNING OF YEAR (1,660,028) (624,284)
RETAINED EARNINGS/(LOSS), END OF YEAR (4,637,459) (1,660,028)

Tea Gavaketashyjl
Director
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" LTD MARVEL GEORGIA
| Statement of Cash Flows
: For the year ended December 31, 2019
‘ Note For the year For the year
CASH FLOWS FROM OPERATING ACTIVITIES
Net income before taxes (2,951,836) (1,016.861)
. Adjustments for: I s
‘ Depreciation 04 777 33 762
.‘ Interest expense 747 212 368 393
| Operating profit before working capital changes (2,180,728) (614,706)
l' Decrease / (increase) in trade and other accounts receivable 2 342 631 (2.549,823)
i Decrease / (increase) in inventories 8,717,574 (6.992,715)
. Decrease / (increase) in prepayments (111,899) 98 565
i Increase / (decrease) in trade and other accounts payable (10,681,849) 1,409,481
. Increase / (decrease) in interest bearing loans and borrowings 1953113 8 505 964
‘ Increase / (decrease) in advances from customers 32 639 14.930
l Cash generated from operations 71 481 (128.306)
[ Interest paid (747,212) -
. Income taxes paid (24,714) (18,883)
‘ Net cash from / (used in) operating activities (700,445) (147,188)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment 17 335 (17,416)
Net cash from / (used in) investing activities 17 335 (17,416)
NET CHANGE IN CASH AND CASH EQUIVALENTS (683,109) (164,605)
CASH AND CASH EQUIVALENTS BEGINNING OF YEAR 1.415.302 1579907
CASH AND CASH EQUIVALENTS END OF YEAR 732193 1.415.302
© 2020 Crowe GE Page 9 of 18 www.crowe.ge
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LTD MARVEL GEORGIA

Statement of Changes in Equity

As of December 31, 2019

Balance at 31 December, 2017

Net Income/(Loss)

Balance at 31 December, 2018

Net Income/(Loss)

Balance at 31 December, 2019

@ 2020 Crowe GE
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LTD MARVEL GEORGIA
Notes to the Financial Statements

1. General information

The Company was established in 2013. It was registered as Limited Liability Company. The
registered office of the Company is located in the village of 32% A. Kazbegi Ave., apt. 47, Vake-
Saburtalo region, Thilisi, Georgia. During the year of 2017 company was sold to Marvel CTLLC. The
main activity of the Company is computer and spare parts trading.

2. Basis of preparation and summary of significant accounting policies

These financial statements have been prepared on a going concern basis and in compliance with the
International Financial Reporting Standard for Small and Medium-sized Entities as revised in 2015
(IFRS for SMEs) issued by the International Accounting Standards Board. They are presented in
Georgian Lari ("Gel"). The measurement basis used is the historical cost basis, except where
otherwise stated in the accounting policies below.

Functional and presentation currency

The national currency of Georgia is the Georgian Lari ("GEL"), which is the Company's functional
currency and the currency in which these financial statements are presented.

Revenue recognition
(a) Sales of goods

Revenue is recognised when the goods are delivered and the significant risks and rewards of
ownership have passed to the buyer.

(b) Rendering of services

Revenue is recognised with reference to the stage of completion provided that the amount of revenue
and its related costs can be measured reliably and it is probable that the economic benefits
associated with the transaction will flow to the Company.

(c) Interest income

Interest income is recognised using the effective interest method.

Borrowing costs

All borrowing costs are recognised in profit or loss in the period in which they are incurred.
Income tax

Income tax expense comprises current tax. Current tax are recognised in profit or loss except to the
extent that it relates to the items recognised directly in equity or in other comprehensive income.

Current tax

Current tax is the amount expected to be paid to or recovered from the taxation authorities in respect
of taxable profits for the current and prior periods. Taxable profits are based on estimates if financial
reports are authorised prior to filing relevant tax returns. Taxes, other than on income, are recorded
within operating expenses.

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

© 2020 Crowe GE WWW.CrOwe. ge
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LTD MARVEL GEORGIA

owners. The authorised capital is recognised as charter capital in the equity of the Company to the
extent that it was contributed by the owners to the Company.

Property, plant and equipment

All Property, plant and equipment is carried at its historical cost less any accumulated depreciation
and accumulated impairment losses. The historical cost of an item of Property, plant and equipment
comprises (a) its purchase price, including import duties and non-refundable purchase taxes, after
deducting trade discounts and rebates; (b) any costs directly attributable to bringing the item to the
location and condition necessary for it to be capable of operating in the manner intended by the
management of the Company; (c) the initial estimate of the costs of dismantling and removing the
item and restoring the site on which it is located, (d) the obligation for which the Company incurs
either when the item is acquired or as a consequence of having used the item during a particular
period.

Subsequently capitalized costs include major expenditures for improvements and replacements that
extend the useful lives of the assets or increase their revenue generating capacity. Repairs and
maintenance expenditures that do not meet the foregoing criteria for capitalization are charged to the
statement of profit or loss and other comprehensive income as incurred.

Charging depreciation on the Property, plant and equipment or particular items starts when such
Property, plant and equipment are ready to use in the manner intended by the management of the
Company. Depreciation of Property, plant and equipment is charged so as to write off the depreciable
amount over the useful life of an asset and is calculated using a decline balance method.

The estimated rates of significant items of property, plant and equipment for the current and
comparative periods are as follows:

Machinery and equipment - 20%
Fixture, furniture and other office equipment - 20%
Investment property

Property held to earn rentals or for capital appreciation or both is classified as investment property.
Investment property whose fair value cannot be measured reliably without undue cost or effort is
measured at cost less accumulated depreciation and any accumulated impairment losses.

Depreciation is charged so as to allocate the cost of the property over its estimated useful life of 40
years, using the decline balance method.

Intangible assets
(a) Computer software

Purchased computer software is stated at cost less accumulated depreciation and any accumulated
impairment losses. It is amortised over its estimated useful life of five years using the decline balance
method. If there is an indication that there has been a significant change in the useful life or residual
value of an intangible asset, the amortisation is revised prospectively to reflect the new expectations.

(b) Goodwill

Goodwill is initially recognised at cost, being the excess of the cost of a business combination over
the Group’s interest in the net fair value of the identifiable assets, liabilities and contingent liabilities
at the date of acquisition. Subsequently, goodwill is measured at cost less accumulated amortisation
and accumulated impairment losses. Amortisation is charged so as to allocate the cost of the goodwill
over a period of ten years, using the straight-line method.

@ 2020 Crowe GE ~ -
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LTD MARVEL GEORGIA

Impairment of non-financial assets

At each reporting date, property, plant and equipment, investment property, intangible assets, and
investments in associates are reviewed to determine whether there is any indication that those assets
have suffered an impairment loss. If there is an indication of possible impairment, the recoverable
amount of any affected asset (or group of related assets) is estimated and compared with its carrying
amount. If the estimated recoverable amount is lower, the carrying amount is reduced to its estimated
recoverable amount, and an impairment loss is recognised immediately in profit or loss.

If an impairment loss for a non-financial asset other than goodwill subsequently reverses, the carrying
amount of the asset (or group of related assets) is increased to the revised estimate of its recoverable
amount, but not in excess of the amount that would have been determined had no impairment loss
been recognised for the asset (or group of related assets) in prior years. A reversal of an impairment
loss is recognised immediately in profit or loss.

Financial instruments

Trade and other receivables are initially recognised at the transaction price. All sales are made on
the basis of normal credit terms, and the receivables do not bear interest. At the end of each reporting
period, the carrying amounts of trade and other receivables are reviewed to determine whether there
is any objective evidence that the amounts are not recoverable. If so, an impairment loss is
recognised immediately in profit or loss.

Financial liabilities are initially recognised at the transaction price (including transaction costs). Trade
payables are obligations on the basis of normal credit terms and do not bear interest. Interest bearing
liabilities are subsequently measured at amortised cost using the effective interest method.

Inventories

Inventories are stated at the lower of cost and selling price less costs to complete and sell. Cost is
calculated using the first-in, first-out (FIFO) method, and includes all costs of purchase, cost of
conversion and other costs incurred in bringing the inventories to their present location and condition.

Employee benefits

The cost of short-term employee benefits, (those payable within 12 months after the service is
rendered, such as leave pay and sick leave, bonuses, and non-monetary benefits such as medical
care), are recognised in the period in which the service is rendered and are not discounted.

Employee benefits: Provision for termination benefits

Provisions for termination benefits are recognised only when the Group is demonstrably committed
to terminate the employment of an employee or of a group of employees before their normal
retirement date.

3. Judgements and key sources of estimation uncertainty

No significant judgements have had to be made by management in preparing these financial
statements. Management has, however, had to make key assumptions regarding the recoverable
amount of impaired trade receivables. The recoverable amount of such receivables at the end of the
reporting period has been estimated as Gel 281.207.

@ 2020 Crowe GE WWW.Crowe. ge
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LTD MARVEL GEORGIA

4. Cash and cash equivalents

As of December 31 cash and cash equivalents was as follows:

e L ; & : >

As of December 31 As of December 31
Cash on Hand 19,982 134,759
Cash in Bank 712,211 1,280,543
732,193 1,415,302

5. Trade and other accounts receivable

As of December 31 trade and other accounts receivable was as follows:

I As of December 31 : As of Decembér 31
Ltd Zummer Georgia 2,109,651 2,385,882
Jsc Elit electronics 2,012,838 3,026,612
Optimal Elektronika LLC 303,035 -
Carrefour 144,892 39,908
Ltd Tegno boom 105,006 104,966
Khazar Tek LLC 102,190 -
Ltd Omega 84,831 186,492
Ltd Unicom 83,411 91,478
Ltd Tegnohouse 82,783 192,776
Jsc Silknet 78,940 -
Other trade receivables 412,195 1,760,919
Total trade accounts receivables 5,519,773 7,789,034
Provision for doubtful receivables (281,207) (207,837)
Total 5,238,565 7,581,196
© 2020 Crowe GE www.crowe.ge
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LTD MARVEL GEORGIA

7. Trade and other accounts payable

As of December 31 trade and other accounts payable was as follows:

As of December 31 As of December 31
Huawei Tech. Investment Co.,Limited 1,343,431 5,577,939
Marvel KT(INT) 1,232,120 4,769,420
Lenovo PC HK Limited 397,531 1,674,948
MARVEL COMPIUTER SOLUTIONS LIMITED - 1,612,102
Other trade payables 8,306 28,829
Total 2,981,389 13,663,238

8. Interest bearing loans and borrowings

As of December 31 Interest bearing loans and borrowings was as follows:

As of December 31 As of December 31
Short-term loan 10,805,494 8,832,780
Interest payable 21,976 41,576
Total 10,827,470 8,874,356

9. Sales

Sales for the year ended December 31 were as follows:

As of December 31 As of December 31

Sales 30,390,513 35,483,749
Sale returns (604,368) (433,428)
29,786,145 35,050,321

Total

@ 2020 Crowe GE WW.Crowe.ge
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LTD MARVEL GEORGIA

10. Operating expenses

Operating expenses for the year ended December 31 were as follows:

As of December 31 As of December 31
Employee's Wages and Expenses 875,539 617,162
Consulting services 96,337 63,454
Rent expenses 73,921 66,946
Bad debr expenses 73,370 148,622
Marketing expenses 69,232 103,933
Representative expenses 66,221 219,503
Service expenses 61,468 98,321
Depratiation and amortization expenses 24777 33,762
Other expenses 296,834 215,158
Total 1,637,699 1,566,861

11. Other income

Other income for the year ended December 31 were as follows:

As of December 31 As of December 31
Sale bonuses, net 1,008,767 1,880,513
Other income 34,172 3,566
Total ' 1,042,940 1,884,079

12. Financial costs

Financial costs for the year ended December 31 were as follows:

As of December 31 As of December 31
Exchange rate loss 1,087,305 633,117
Interest expense 747,212 368,393
Total 1,834,517 1,001,510

© 2020 Crowe GE . .
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LTD MARVEL GEORGIA

13. Related party transactions

As of December 31

The Company purchases from the parent company, as
follows:

Purchases of inventory 4,393,240

The Company also has loan from the parent company, as follows:

Short-term loan 10,805,494

The Company paid interest to the parent company, as
follows:

Interest paid 747,212

14. Material Uncertainty Related to Going Concern

As of December 31

8,251,681

8,832,780

368,393

As in the previous reporting period the company affects the risks related to the Company “Huawei”.
In accordance with information obtained from the different open public sources that main supplier of
the Company “Huawei” met certain problems related to possible restrictions in sales of its products
in countries which are the main customers in reporting period. The probability of that changes cannot
be evaluated reliably. We cannot predetermine the impact of these changes on the Company's
financial stability in the future. However, we shall note that 59% (70% in 2018) of sales revenue in
2019 were incurred on the “Huawei” brand products and the company has significant drop in sales

of the “Huawei” brand products.

15. Subsequent events

The company repaid the loan from the Ltd Marvel KT in amount of USD 630,000 by 28 February

2020.

dedkok
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Statement of Management’s Responsibility

The management of the LTD Marvel Georgia is responsible for the preparation of the financial
statements (referred to as “the Company”). In doing so, the LTD Marvel Georgia is required to:

- select suitable accounting policies and apply them consistently;

- make judgments and estimates, which are reasonable and prudent.

The management is responsible for keeping proper accounting records, which disclose with
reasonable accuracy the financial position of the Company. It has a general responsibility for taking
such steps as reasonably open to them to safeguard the assets of the Company and to prevent and
detect fraud and other irregularities.

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

Tea Gavaketashvili

Director

© 2020 Crowe GE www.crowe.ge
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Independent Auditors’ Report

To the Management and shareholders of Ltd Marvel Georgia

Opinion

We have audited the financial statements of Ltd Marvel Georgia (the Company), which comprise the
statement of financial position as at December 31 2019, and the statement of comprehensive income,

statement of changes in equity and statement of cash flows for the year then ended, and notes to the
financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Company as at 31 December 2019 and (of) its financial performance and its
cash flows for the year then ended in accordance with International Financial Reporting Standards
(IFRSs) for Small and Medium-sized Entities (SMES).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Company in
accordance with the international Ethics Standards Board for Accountants’ Code of Ethics for
Professional Accountants (IESBA Code), and we have fulfilled our other ethical responsibilities in
accordance with the IESBA Code. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Emphasis of matter - Going concern

In forming our opinion on the financial statements, which is not modified, we have considered the
adequacy of the disclosure made in note 14 concerning the Company’s ability to continue as a going
concern. In order to continue operations for the next 12 months the Company is dependent upon
main supplier strength. This condition indicates the existence of a material uncertainty which may
cast significant doubt as to the Company’s ability to continue as a going concern. The financial
statements do not include the adjustments that would result if the Company was unable to continue
as a going concern.

Responsibilities of Management and Those Charged with Governance for the Financial
Statement

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

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

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

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

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

* Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Company to express an opinion on the financial statements. We are
responsible for the direction, supervision and performance of the Company audit. We remain solely
responsible for our audit opinion.
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We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

Alexander Skhiladze
Partner

Crowe GE LLC
6-Jul-20



LTD MARVEL GEORGIA

Statement of Financial Position
As of December 31, 2019

Note
ASSETS

CURRENT ASSETS:

Cash and cash equivalents 4
Trade and other accounts receivable 5
Inventories

Prepayments

Total current assets:

PROPERTY, PLANT AND EQUIPMENT 6
INTANGIBLES AND OTHER ASSETS

TOTAL

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES:

Trade and other accounts payable 7
Advances from customers

Interest bearing loans and borrowings 8
Total current liabilities:

SHAREHOLDERS' EQUITY:

Charter capital

Retained earnings

TOTAL

Tea Gavaketashuvili
Director

202
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As of December 31

732,193
5,238,565
2,998,645

140,830
9,110,233

97,795
20,403
9,228,431

2,981,389
56,831
10,827,470
13,865,689

200
(4,637,459)
9,228,431

As of December 31

1,415,302
7,581,196
11,716,219
28,931
20,741,648
136,300
24,010
20,901,958

13,663,238
24,192
8,874,356
22,561,786

200

(1,660,028)
20,901,958

www.crowe.ge



LTD MARVEL GEORGIA

Statement of Activities and Change in Net Assets

For the year ended December 31, 2019

NET SALES

COST OF SALES

GROSS PROFIT

OPERATING EXPENSES

INCOME FROM OPERATIONS

Other income

Financial costs

NET INCOME/(LOSS) BEFORE TAXES

Income tax benefit/(expense)

NET INCOME/(LOSS)
Dividends

RETAINED EARNINGS/(LOSS)

RETAINED EARNINGS, BEGINNING OF YEAR

RETAINED EARNINGS/(LOSS), END OF YEAR

Tea Gavaketashuvili
Director

© 2020 Crowe GE
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Note

10

11

12

For the year

29,786,145

30,309,585

(523,440)

1,637,699

(2,161,139)

1,042,940

1,834,517

(2,952,716)

(24,714)

(2,977,430)

(2,977,430)

(1,660,028)

(4,637,459)

For the year

35,050,321

35,382,890

(332,569)

1,566,861

(1,899,431)

1,884,079

1,001,510

(1,016,861)

(18,883)

(1,035,744)

(1,035,744)

(624,284)

(1,660,028)

www.crowe.ge



LTD MARVEL GEORGIA

Statement of Cash Flows
For the year ended December 31, 2019

Note For the year For the year
CASH FLOWS FROM OPERATING ACTIVITIES
Net income before taxes (2,951,836) (1,016,861)
Adjustments for:
Depreciation 24.777 33.762
Interest expense 747,212 368,393
Operating profit before working capital changes (2,180,728) (614,706)
Decrease / (increase) in trade and other accounts receivable 2342631 (2,549,823)
Decrease / (increase) in inventories 8717574 (6,992,715)
Decrease / (increase) in prepayments (111,899) 98,565
Increase / (decrease) in trade and other accounts payable (10,681,849) 1,409,481
Increase / (decrease) in interest bearing loans and borrowings 1,953,113 8,505,964
Increase / (decrease) in advances from customers 32,639 14,930
Cash generated from operations 71.481 (128,306)
Interest paid (747,212) -
Income taxes paid (24,714) (18,883)
Net cash from / (used in) operating activities (700,445) (147,188)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment 17,335 (17,416)
Net cash from / (used in) investing activities 17,335 (17,416)
NET CHANGE IN CASH AND CASH EQUIVALENTS (683,109) (164,605)
CASH AND CASH EQUIVALENTS BEGINNING OF YEAR 1,415,302 1,579,907
CASH AND CASH EQUIVALENTS END OF YEAR 732,193 1,415,302

202
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» LTD MARVEL GEORGIA

Statement of Changes in Equity
As of December 31, 2019

Retained
earnings

Charter capital

© 2020 Crowe GE www.crowe.ge
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LTD MARVEL GEORGIA
Notes to the Financial Statements

1. General information

The Company was established in 2013. It was registered as Limited Liability Company. The
registered office of the Company is located in the village of 323 A. Kazbegi Ave., apt. 47, Vake-
Saburtalo region, Thilisi, Georgia. During the year of 2017 company was sold to Marvel CT LLC. The
main activity of the Company is computer and spare parts trading.

2. Basis of preparation and summary of significant accounting policies

These financial statements have been prepared on a going concern basis and in compliance with the
International Financial Reporting Standard for Small and Medium-sized Entities as revised in 2015
(IFRS for SMESs) issued by the International Accounting Standards Board. They are presented in
Georgian Lari ("Gel"). The measurement basis used is the historical cost basis, except where
otherwise stated in the accounting policies below.

Functional and presentation currency

The national currency of Georgia is the Georgian Lari ("GEL"), which is the Company's functional
currency and the currency in which these financial statements are presented.

Revenue recognition
(a) Sales of goods

Revenue is recognised when the goods are delivered and the significant risks and rewards of
ownership have passed to the buyer.

(b) Rendering of services

Revenue is recognised with reference to the stage of completion provided that the amount of revenue
and its related costs can be measured reliably and it is probable that the economic benefits
associated with the transaction will flow to the Company.

(c) Interest income

Interest income is recognised using the effective interest method.

Borrowing costs

All borrowing costs are recognised in profit or loss in the period in which they are incurred.
Income tax

Income tax expense comprises current tax. Current tax are recognised in profit or loss except to the
extent that it relates to the items recognised directly in equity or in other comprehensive income.

Current tax

Current tax is the amount expected to be paid to or recovered from the taxation authorities in respect
of taxable profits for the current and prior periods. Taxable profits are based on estimates if financial
reports are authorised prior to filing relevant tax returns. Taxes, other than on income, are recorded
within operating expenses.

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

© 2020 Crowe GE www.crowe.ge
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LTD MARVEL GEORGIA

owners. The authorised capital is recognised as charter capital in the equity of the Company to the
extent that it was contributed by the owners to the Company.

Property, plant and equipment

All Property, plant and equipment is carried at its historical cost less any accumulated depreciation
and accumulated impairment losses. The historical cost of an item of Property, plant and equipment
comprises (@) its purchase price, including import duties and non-refundable purchase taxes, after
deducting trade discounts and rebates; (b) any costs directly attributable to bringing the item to the
location and condition necessary for it to be capable of operating in the manner intended by the
management of the Company; (c) the initial estimate of the costs of dismantling and removing the
item and restoring the site on which it is located, (d) the obligation for which the Company incurs
either when the item is acquired or as a consequence of having used the item during a particular
period.

Subsequently capitalized costs include major expenditures for improvements and replacements that
extend the useful lives of the assets or increase their revenue generating capacity. Repairs and
maintenance expenditures that do not meet the foregoing criteria for capitalization are charged to the
statement of profit or loss and other comprehensive income as incurred.

Charging depreciation on the Property, plant and equipment or particular items starts when such
Property, plant and equipment are ready to use in the manner intended by the management of the
Company. Depreciation of Property, plant and equipment is charged so as to write off the depreciable
amount over the useful life of an asset and is calculated using a decline balance method.

The estimated rates of significant items of property, plant and equipment for the current and
comparative periods are as follows:

Machinery and equipment - 20%
Fixture, furniture and other office equipment - 20%
Investment property

Property held to earn rentals or for capital appreciation or both is classified as investment property.
Investment property whose fair value cannot be measured reliably without undue cost or effort is
measured at cost less accumulated depreciation and any accumulated impairment losses.

Depreciation is charged so as to allocate the cost of the property over its estimated useful life of 40
years, using the decline balance method.

Intangible assets
(a) Computer software

Purchased computer software is stated at cost less accumulated depreciation and any accumulated
impairment losses. It is amortised over its estimated useful life of five years using the decline balance
method. If there is an indication that there has been a significant change in the useful life or residual
value of an intangible asset, the amortisation is revised prospectively to reflect the new expectations.

(b) Goodwill

Goodwill is initially recognised at cost, being the excess of the cost of a business combination over
the Group’s interest in the net fair value of the identifiable assets, liabilities and contingent liabilities
at the date of acquisition. Subsequently, goodwill is measured at cost less accumulated amortisation
and accumulated impairment losses. Amortisation is charged so as to allocate the cost of the goodwiill
over a period of ten years, using the straight-line method.

© 2020 Crowe GE www.crowe.ge
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LTD MARVEL GEORGIA

Impairment of non-financial assets

At each reporting date, property, plant and equipment, investment property, intangible assets, and
investments in associates are reviewed to determine whether there is any indication that those assets
have suffered an impairment loss. If there is an indication of possible impairment, the recoverable
amount of any affected asset (or group of related assets) is estimated and compared with its carrying
amount. If the estimated recoverable amount is lower, the carrying amount is reduced to its estimated
recoverable amount, and an impairment loss is recognised immediately in profit or loss.

If an impairment loss for a non-financial asset other than goodwill subsequently reverses, the carrying
amount of the asset (or group of related assets) is increased to the revised estimate of its recoverable
amount, but not in excess of the amount that would have been determined had no impairment loss
been recognised for the asset (or group of related assets) in prior years. A reversal of an impairment
loss is recognised immediately in profit or loss.

Financial instruments

Trade and other receivables are initially recognised at the transaction price. All sales are made on
the basis of normal credit terms, and the receivables do not bear interest. At the end of each reporting
period, the carrying amounts of trade and other receivables are reviewed to determine whether there
is any objective evidence that the amounts are not recoverable. If so, an impairment loss is
recognised immediately in profit or loss.

Financial liabilities are initially recognised at the transaction price (including transaction costs). Trade
payables are obligations on the basis of normal credit terms and do not bear interest. Interest bearing
liabilities are subsequently measured at amortised cost using the effective interest method.

Inventories

Inventories are stated at the lower of cost and selling price less costs to complete and sell. Cost is
calculated using the first-in, first-out (FIFO) method, and includes all costs of purchase, cost of
conversion and other costs incurred in bringing the inventories to their present location and condition.

Employee benefits

The cost of short-term employee benefits, (those payable within 12 months after the service is
rendered, such as leave pay and sick leave, bonuses, and non-monetary benefits such as medical
care), are recognised in the period in which the service is rendered and are not discounted.

Employee benefits: Provision for termination benefits

Provisions for termination benefits are recognised only when the Group is demonstrably committed
to terminate the employment of an employee or of a group of employees before their normal
retirement date.

3. Judgements and key sources of estimation uncertainty

No significant judgements have had to be made by management in preparing these financial
statements. Management has, however, had to make key assumptions regarding the recoverable
amount of impaired trade receivables. The recoverable amount of such receivables at the end of the
reporting period has been estimated as Gel 281.207.

© 2020 Crowe GE www.crowe.ge
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LTD MARVEL GEORGIA

4. Cash and cash equivalents

As of December 31 cash and cash equivalents was as follows:

Cash on Hand

Cash in Bank

5. Trade and other accounts receivable

As of December 31 trade and other accounts receivable was as follows:

Ltd Zummer Georgia

Jsc Elit electronics

Optimal Elektronika LLC
Carrefour

Ltd Teqno boom

Khazar Tek LLC

Ltd Omega

Ltd Unicom

Ltd Teqnohouse

Jsc Silknet

Other trade receivables

Total trade accounts receivables
Provision for doubtful receivables

Total

2020 Crowe GE

2019
As of December 31
19,982
712,211
732,193

2019
As of December 31
2,109,651
2,012,838
303,035
144,892
105,006
102,190
84,831
83,411
82,783
78,940
412,195
5,519,773
(281,207)
5,238,565
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2018
As of December 31
134,759
1,280,543
1,415,302

2018
As of December 31
2,385,882
3,026,612
39,908
104,966
186,492
91,478
192,776
1,760,919
7,789,034
(207,837)
7,581,196
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LTD MARVEL GEORGIA

6. Property, plant and equipment

As of December 31 property, plant and equipment was as follows:

Historical Cost

At 31 December 2017 7,627 99,273 47,958 66,370 30,365 251,593
Additions - 4,733 8,024 = 335 13,092
Transfers/disposals - - - - - -

At 31 December 2018 7,627 104,006 55,982 66,370 30,699 264,685
Additions - 9,900 - - - 9,900
Transfers/disposals - (21,213) (18,036) - (30,699) (69,949)
At 31 December 2019 7,627 92,692 37,946 66,370 - 204,635

Accumulated Depreciation -

At 31 December 2017 4,139 40,546 19,379 17,537 16,744 98,345
Charge for the year 698 12,108 7,169 7,325 2,741 30,040
Eliminated on transfers/disposals - - - - - -

At 31 December 2018 4,837 52,654 26,547 24,862 19,485 128,385
Charge for the year 558 9,319 5,067 6,226 - 21,170
Eliminated on transfers/disposals - (14,280) (8,950) - (19,485) (42,715)
At 31 December 2019 5,395 47,693 22,664 31,088 - 106,841

Net book value -
At 31 December 2018 2,790 51,352 29,435 41,508 11,215 136,300
At 31 December 2019 2,232 44,999 15,282 35,282 - 97,795

© 2020 Crowe GE www.crowe.ge
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LTD MARVEL GEORGIA

7. Trade and other accounts payable

As of December 31 trade and other accounts payable was as follows:
2019 2018

As of December 31 As of December 31

Huawei Tech. Investment Co.,Limited 1,343,431 5,577,939
Marvel KT(INT) 1,232,120 4,769,420
Lenovo PC HK Limited 397,531 1,674,948
MARVEL COMPIUTER SOLUTIONS LIMITED - 1,612,102
Other trade payables 8,306 28,829
Total 2,981,389 13,663,238

8. Interest bearing loans and borrowings
As of December 31 Interest bearing loans and borrowings was as follows:
2019 2018
As of December 31 As of December 31

Short-term loan 10,805,494 8,832,780

Interest payable 21,976 41,576

Total 10,827,470 8,874,356
9. Sales

Sales for the year ended December 31 were as follows:

2019 2018
As of December 31 As of December 31
Sales 30,390,513 35,483,749
Sale returns (604,368) (433,428)
29,786,145 35,050,321

Total

2020 Crowe GE Page 16 of 18
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LTD MARVEL GEORGIA

10. Operating expenses

Operating expenses for the year ended December 31 were as follows:

2019 2018

As of December 31 As of December 31
Employee's Wages and Expenses 875,539 617,162
Consulting services 96,337 63,454
Rent expenses 73,921 66,946
Bad debr expenses 73,370 148,622
Marketing expenses 69,232 103,933
Representative expenses 66,221 219,503
Service expenses 61,468 98,321
Depratiation and amortization expenses 24,777 33,762
Other expenses 296,834 215,158
Total 1,637,699 1,566,861

11. Other income

Other income for the year ended December 31 were as follows:

2019 2018
As of December 31 As of December 31
Sale bonuses, net 1,008,767 1,880,513
Other income 34,172 3,566
Total 1,042,940 1,884,079

12. Financial costs
Financial costs for the year ended December 31 were as follows:
2019 2018
As of December 31 As of December 31

Exchange rate loss 1,087,305 633,117
Interest expense 747,212 368,393
Total 1,834,517 1,001,510
2020 Crowe GE www.crowe.ge
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LTD MARVEL GEORGIA

13. Related party transactions

As of December 31

The Company purchases from the parent company, as
follows:

Purchases of inventory 4,393,240

The Company also has loan from the parent company, as follows:

Short-term loan 10,805,494

The Company paid interest to the parent company, as
follows:

Interest paid 747,212

14. Material Uncertainty Related to Going Concern

As of December 31

8,251,681

8,832,780

368,393

As in the previous reporting period the company affects the risks related to the Company “Huawei”.
In accordance with information obtained from the different open public sources that main supplier of
the Company “Huawei” met certain problems related to possible restrictions in sales of its products
in countries which are the main customers in reporting period. The probability of that changes cannot
be evaluated reliably. We cannot predetermine the impact of these changes on the Company's
financial stability in the future. However, we shall note that 59% (70% in 2018) of sales revenue in
2019 were incurred on the “Huawei” brand products and the company has significant drop in sales

of the “Huawei” brand products.

15. Subsequent events

The company repaid the loan from the Ltd Marvel KT in amount of USD 630,000 by 28 February

2020.

*k%k
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Statement of Management’s Responsibility

The management of the LTD Marvel Georgia is responsible for the preparation of the financial
statements (referred to as “the Company"). In doing so, the LTD Marvel Georgia is required to:

- select suitable accounting policies and apply them consistently;
- make judgments and estimates, which are reasonable and prudent.

The management is responsible for keeping proper accounting records, which disclose with
reasonable accuracy the financial position of the Company. It has a general responsibility for taking
such steps as reasonably open to them to safeguard the assets of the Company and to prevent and
detect fraud and other irregularities.

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

Tea Gavaketashuvili

Director

B 2030 Crawe GE
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Independent Auditors’ Report

To the Management and shareholders of Ltd Marvel Georgia
Opinion

We have audited the financial statements of Ltd Marvel Georgia (the Company), which comprise the
statement of financial position as at December 31 2019. and the statement of comprehensive income,
statement of changes in equity and statement of cash flows for the year then ended, and notes to the
financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects. the
financial position of the Company as at 31 December 2019 and (of) its financial performance and its
cash flows for the year then ended in accordance with International Financial Reporting Standards
(IFRSs) for Small and Medium-sized Entities (SMEs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Company in
accordance with the international Ethics Standards Board for Accountants' Code of Ethics for
Professional Accountants (IESBA Code), and we have fulfilled our other ethical responsibilities in
accordance with the IESBA Code. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Emphasis of matter - Going concern

In forming our opinion on the financial statements, which is not modified, we have considered the
adequacy of the disclosure made in note 14 concerning the Company's ability to continue as a going
concern. In order to continue operations for the next 12 months the Company is dependent upon
main supplier strength. This condition indicates the existence of a material uncertainty which may
cast significant doubt as to the Company's ability to continue as a going concern. The financial
statements do not include the adjustments that would result if the Company was unable to continue
as a going concern.

Responsibilities of Management and Those Charged with Governance for the Financial
Statement

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

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




Crowe Crowe GE LLC

Axis Business Palace, 4th floor
2, D. Gamrekeli Str.,
Thilisi 0160, Georgia

Main +995 32 280 45 22
WWW.Crowe.ge

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

Auditor's Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

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

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

* Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Company to express an opinion on the financial statements. We are
responsible for the direction, supervision and performance of the Company audit. We remain solely
responsible for our audit opinion.
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We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify- _Zmour audit.

Alexander Skhiladge /|
Partner
Crowe GELLC
6-Jul-20



LTD MARVEL GEORGIA

Statement of Financial Position
As of December 31, 2019

Note
ASSETS

CURRENT ASSETS:

Cash and cash equivalents 4
Trade and other accounts receivable 5
Inventories

Prepayments

Total current assets:

PROPERTY, PLANT AND EQUIPMENT 6
INTANGIBLES AND OTHER ASSETS

TOTAL

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES:

Trade and other accounts payable 7
Advances from customers

Interest bearing loans and borrowings 8
Total current liabilities:

SHAREHOLDERS' EQUITY:

Charter capital

Retained earnings

R
/c b‘:} mm&3 f}d .\t‘\
/,;s 7 :

TOTAL

/

Tea Gavaketa
Director

——

w2 300 Crewe GE P;ig{l 70f 18

As of December 31

732,193
5.238,565
2,998,645

140,830
9,110,233

97.795
20,403
9,228,431

2,981,389
56,831
10,827,470
13,865,689

200
(4,637,459)
9,228,431

As of December 31

1,415,302
7.581.196
11,716,219
28,931
20,741,648
136,300
24,010
20,901,958

13,663,238
24192
8,874,356
22,561,786

200

(1,660,028)
20,901,958
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LTD MARVEL GEORGIA

Statement of Activities and Change in Net Assets
For the year ended December 31, 2019

“Note  Forthe year "~ For the year

NET SALES 9 29,786,145 35,050,321
COST OF SALES 30,309,585 35,382,890
GROSS PROFIT (523,440) (332,569)
OPERATING EXPENSES 10 1.637.699 1,566,861
INCOME FROM OPERATIONS (2,161,139) (1,899,431)
Other income " 1,042,940 1.884.079
Financial costs 12 1,834,517 1,001,510
NET INCOME/(LOSS) BEFORE TAXES (2,952.716) (1,016.861)
Income tax benefit/(expense) (24,714) (18,883)
NET INCOME/(LOSS) (2,977,430) (1,035,744)
Dividends

RETAINED EARNINGS/(LOSS) (2,977,430) (1,035,744)
RETAINED EARNINGS, BEGINNING OF YEAR (1,660,028) (624,284)
RETAINED EARNINGS/(L.OSS), END OF YEAR (4,637,459) (1,660,028)

Tea Gavaketashyl
Director !

£ 2020 Crowe Gf wWww Crowe ge
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LTD MARVEL GEORGIA

Statement of Cash Flows
For the year ended December 31, 2019

CASH FLOWS FROM OPERATING ACTIVITIES

Net income before taxes
Adjustments for:
Depreciation

Interest expense

Operating profit before working capital changes

Decrease / (increase) in trade and other accounts receivable
Decrease / (increase) in inventories

Decrease ! (increase) in prepayments

Increase / (decrease) in trade and other accounts payable
Increase / (decrease) in interest bearing loans and borrowings
Increase / {(decrease) in advances from customers

Cash generated from operations

Interest paid

Income taxes paid

Net cash from / (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment

Net cash from / (used in) investing activities

NET CHANGE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS END OF YEAR

0 2020 Crowe GE

Page 9 of 18

Note For the year

(2,951.836)

24,777
747,212
(2.180,728)
2,342,631
8,717,574
(111,899)
(10,681,849)
1,953,113
32,639
71,481
(747,212)
(24,714)

(700,445)

17,335
17,335

(683,109)
1,415,302

732,193

For the year

(1.016,861)

33,762
368,393
(614,706)
(2.549.823)
(6,992,715)
98,565
1,409,481
8,505,964
14,930

(128,306)

(18,883)
(147,188)

(17.416)
(17.416)

(164,605)
1,579,907

1,415,302

W Crowe ge
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LTD MARVEL GEORGIA

Statement of Changes in Equity
As of December 31, 2019

Balance at 31 December, 2017

Net Income/{Loss)

Balance at 31 December, 2018

Net Income/(Loss)

Balance at 31 December, 2019

i€ 2020 Crowe GE

Page 10 of 18

200

200

200

(624,284)

(1,035,744)

(1,660,028)

(2,877,430)

(4,637,459)
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LTD MARVEL GEQRGIA
Notes to the Financial Statements

1. General information

The Company was established in 2013. It was registered as Limited Liability Company. The
registered office of the Company is located in the village of 322 A. Kazbegi Ave., apt. 47, Vake-
Saburtalo region, Thilisi, Georgia. During the year of 201 7 company was sold to Marvel CT LLC. The
main activity of the Company is computer and spare parts trading.

2. Basis of preparation and summary of significant accounting policies

These financial statements have been prepared on a going concern basis and in compliance with the
International Financial Reporting Standard for Small and Medium-sized Entities as revised in 2015
(IFRS for SMEs) issued by the International Accounting Standards Board. They are presented in
Georgian Lari (“Gel"). The measurement basis used is the historical cost basis, except where
otherwise stated in the accounting policies below.

Functional and presentation currency

The national currency of Georgia is the Georgian Lari ("GEL"), which is the Company's functional
currency and the currency in which these financial statements are presented.

Revenue recognition
(a) Sales of goods

Revenue is recognised when the goods are delivered and the significant risks and rewards of
ownership have passed to the buyer.

(b) Rendering of services

Revenue is recognised with reference to the stage of com pletion provided that the amount of revenue
and its related costs can be measured reliably and it is probable that the economic benefits
associated with the transaction will flow to the Company.

(c) Interest income

Interest income is recognised using the effective interest method

Borrowing costs

All borrowing costs are recognised in profit or loss in the period in which they are incurred.
Income tax

Income tax expense comprises current tax. Current tax are recognised in profit or loss except to the
extent that it relates to the items recognised directly in equity or in other comprehensive income.

Current tax

Current tax is the amount expected to be paid to or recovered from the taxation authorities in respect
of taxable profits for the current and prior periods. Taxable profits are based on estimates if financial
reports are authorised prior to filing relevant tax returns. Taxes, other than on income, are recorded
within operating expenses.

Charter capital

The amount of Company's authorised charter capital is defined by the Company's Charter. The
changes in the Company's Charter shall be made only based on the decision of the Company's

£ 2020 Crowe GE WNW TR
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LTD MARVEL GEORGIA

owners. The authorised capital is recognised as charter capital in the equity of the Company to the
extent that it was contributed by the owners to the Company.

Property, plant and equipment

All Property, plant and equipment is carried at its historical cost less any accumulated depreciation
and accumulated impairment losses. The historical cost of an item of Property, plant and equipment
comprises () its purchase price, including import duties and non-refundable purchase taxes, after
deducting trade discounts and rebates; (b) any costs directly attributable to bringing the item to the
location and condition necessary for it to be capable of operating in the manner intended by the
management of the Company; (¢) the initial estimate of the costs of dismantling and removing the
item and restoring the site on which it is located, (d) the obligation for which the Company incurs
either when the item is acquired or as a consequence of having used the item during a particular
period.

Subsequently capitalized costs include major expenditures for improvements and replacements that
extend the useful lives of the assets or increase their revenue generating capacity. Repairs and
maintenance expenditures that do not meet the foregoing criteria for capitalization are charged to the
statement of profit or loss and other comprehensive income as incurred.

Charging depreciation on the Property, plant and equipment or particular items starts when such
Property, plant and equipment are ready to use in the manner intended by the management of the
Company. Depreciation of Property, plant and equipment is charged so as to write off the depreciable
amount over the useful life of an asset and is calculated using a decline balance method.

The estimated rates of significant items of property, plant and equipment for the current and
comparative periods are as follows:

Machinery and equipment - 20%
Fixture, furniture and other office equipment - 20%
Investment property

Property held to earn rentals or for capital appreciation or both is classified as investment property.
Investment property whose fair value cannot be measured reliably without undue cost or effort is
measured at cost less accumulated depreciation and any accumulated impairment losses.

Depreciation is charged so as to allocate the cost of the property over its estimated useful life of 40
years, using the decline balance method.

Intangible assets
(a) Computer software

Purchased computer software is stated at cost less accumulated depreciation and any accumulated
impairment losses. It is amortised over its estimated useful life of five years using the decline balance
method. If there is an indication that there has been a significant change in the useful life or residual
value of an intangible asset, the amortisation is revised prospectively to reflect the new expectations.

(b) Goodwill

Goodwill is initially recognised at cost, being the excess of the cost of a business combination over
the Group's interest in the net fair value of the identifiable assets, liabilities and contingent liabilities
at the date of acquisition. Subsequently. goodwill is measured at cost less accumulated amortisation
and accumulated impairment losses. Amortisation is charged so as to allocate the cost of the goodwill
over a period of ten years, using the straight-line method.

% 2020 Crowe GE
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LTD MARVEL GEORGIA

Impairment of non-financial assets

At each reporting date, property, plant and equipment, investment property, intangible assets, and
investments in associates are reviewed to determine whether there is any indication that those assets
have suffered an impairment loss. If there is an indication of possible impairment, the recoverable
amount of any affected asset (or group of related assets) is estimated and compared with its carrying
amount. If the estimated recoverable amount is lower, the carrying amount is reduced to its estimated
recoverable amount, and an impairment loss is recognised immediately in profit or loss.

If an impairment loss for a non-financial asset other than goodwill subsequently reverses, the carrying
amount of the asset (or group of related assets) is increased to the revised estimate of its recoverable
amount. but not in excess of the amount that would have been determined had no impairment loss
been recognised for the asset (or group of related assets) in prior years. A reversal of an impairment
loss is recognised immediately in profit or loss.

Financial instruments

Trade and other receivables are initially recognised at the transaction price. All sales are made on
the basis of normal credit terms, and the receivables do not bear interest. At the end of each reporting
period, the carrying amounts of trade and other receivables are reviewed to determine whether there
is any objective evidence that the amounts are not recoverable. If so, an impairment loss is
recognised immediately in profit or loss.

Financial liabilities are initially recognised at the transaction price (including transaction costs). Trade
payables are obligations on the basis of normal credit terms and do not bear interest. Interest bearing
liabilities are subsequently measured at amortised cost using the effective interest method.

Inventories

Inventories are stated at the lower of cost and selling price less costs to complete and sell. Cost is
calculated using the first-in, first-out (FIFO) method, and includes all costs of purchase, cost of
conversion and other costs incurred in bringing the inventories to their present location and condition.

Employee benefits

The cost of short-term employee benefits, (those payable within 12 months after the service is
rendered, such as leave pay and sick leave, bonuses. and non-monetary benefits such as medical
care), are recognised in the period in which the service is rendered and are not discounted.

Employee benefits: Provision for termination benefits

Provisions for termination benefits are recognised only when the Group is demonstrably committed
to terminate the employment of an employee or of a group of employees before their normal
retirement date.

3. Judgements and key sources of estimation uncertainty

No significant judgements have had to be made Dby management in preparing these financial
statements. Management has, however, had to make key assumptions regarding the recoverable
amount of impaired trade receivables. The recoverable amount of such receivables at the end of the
reporting period has been estimated as Gel 281.207.

€ 2020 Crowe GE AW CTTWE g
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LTD MARVEL GEORGIA

4. Cash and cash equivalents

As of December 31 cash and cash equivalents was as follows:

Cash on Hand
Cash in Bank

5. Trade and other accounts receivable

As of December 31 trade and other accounts receivable was as follows:

g

As of. E;.‘écen':t.ﬁ.er 31
19,982

12,211

732,193

. J\s of De;em ber. 31

134,759
1,280,543
1,415,302

Ltd Zummer Georgia

Jsc Elit electronics

Optimal Elektronika LLC
Carrefour

Ltd Tegno boom

Khazar Tek LLC

Ltd Omega

Ltd Unicom

Lid Tegnohouse

Jsc Silknet

Other trade receivables

Total trade accounts receivables
Provision for doubtful receivables

Total

& 2020 Crowe GE Pape 14 of 18

As of Decembér 31
2,109,651
2,012.838

303,035
144,892
105,006
102,190
84,831
83.411
82,783
78.940
412,195
5,519,773
(281,207)
5,238,565

As of December 31

2,385,882
3,026,612
39,908
104,966

186,492
91.478
192,776

1,760,919
7,789,034
(207,837)
7,581,196
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LTD MARVEL GEGRGIA

7. Trade and other accounts payable

As of December 31 trade and other accounts payable was as follows:

As of December 31

Huawei Tech. Investment Co. Limited 1,343,431
Marvel KT(INT) 1,232,120
Lenovo PC HK Limited 397,531
MARVEL COMPIUTER SOLUTIONS LIMITED

Other trade payables 8,306
Total 2,981,389

8. Interest bearing loans and borrowings

As of December 31 Interest bearing loans and borrowings was as follows:

As of December 31
5,577,939
4,769,420
1,674,948
1,612,102

28,829
13,663,238

T As of December 31

Short-term loan 10,805,494
Interest payable 21,976
Total 10,827,470

9. Sales

Sales for the year ended December 31 were as follows:

" As of December 31
Sales 30,390,513
Sale returns (604,368)

29,786,145

Total

Page 16 of 18

As of December 3'.!.
8,832,780

41,576

8,874,356

35,483,749
(433,428)
35,050,321

As of December 31
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LTD MARVEL GEORGIA

10. Operating expenses

Operating expenses for the year ended December 31 were as follows:

.
i

As of December 31

Employee's Wages and Expenses 875,539
Consulting services 96,337
Rent expenses 73,921
Bad debr expenses 73.370
Marketing expenses 69,232
Representative expenses 66.221
Service expenses 61,468
Depratiation and amortization expenses 24777
Other expenses 296,834
Total 1,637,699

11. Other income

Other income for the year ended December 31 were as follows:

As of December 31

Sale bonuses, net 1,008,767
Other income 34,172
Total ' 1,042,940

12. Financial costs

Financial costs for the year ended December 31 were as follows:

As bf Decémber 31
617,162
63.454
66,946
148,622
103,933
219,503
98,321
33,762
215,158
1,566,861

As of December 31
1,880,513

3,566

1,884,079

s

As of December 31

Exchange rate loss 1,087,305
Interest expense 747,212
Total 1,834,517
2000 Crowe GF

Pape 17 of 18

. .As of Decemberg{n
633,117

368,393

1,001,510
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LTD MARVEL GEORGIA

13. Related party transactions

As of December 31 As of Décember 31

The Company purchases from the parent company, as
follows:
Purchases of inventory 4,393,240 8,251,681

The Company also has loan from the parent company, as follows:

Short-term loan 10,805,494 8,832,780

The Company paid interest to the parent company, as
follows:

Interest paid 747212 368.393

14. Material Uncertainty Related to Going Concern

As in the previous reporting period the company affects the risks related to the Company “Huawei”.
In accordance with information obtained from the different open public sources that main supplier of
the Company “Huawei” met certain problems related to possible restrictions in sales of its products
in countries which are the main customers in reporting period. The probability of that changes cannot
be evaluated reliably. We cannot predetermine the impact of these changes on the Company's
financial stability in the future. However, we shall note that 59% (70% in 2018) of sales revenue in
2019 were incurred on the "Huawei" brand products and the company has significant drop in sales
of the “Huawei” brand products.

15. Subsequent events

The company repaid the loan from the Ltd Marvel KT in amount of USD 630,000 by 28 February
2020.

LRy
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CrOWE Crowe GE LLC

Axis Business Palace, 4th floor
2, D. Gamrekeli Str.,
Thilisi 0160, Georgia

Main +995 32 290 45 22
Www.crowe.ge

d3L Jo6390 X MOY0S

5 mg@Hmadgeo, 2020
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33005350 doBMbgdm,
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OM3M0gdmwo 2020 ool 1 mdBHmadOHom  godm399oeos  3ma3sbools gobsbliyeo
360603900l 259330l Mmool 899gy. B39b0 FMLIBEOYDS BobsBLYIMO sbdsM0TYgdOL
d9Lobgd, OMIgEo3 @odmmgdmwos B39gbl sodm&mmw 1336580 2020 ferolb 6 03¢0, 56O
95905 80560390 Md00 56900q05U.
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5039 0683mM 35300l Homrdma9bwmdols dgdmbgggzsdo.
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