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3,,gds 56 BotsEols s bbgs bemmo fobs 35005563560390 3500556356:0390

3gdmbsgemols 563560890 3bg960Tg9800 &) 49400
bmyo©o s 530bolEHM30v9w0o batxgdo 0) (4,878) 508 (4,370)
dmmbm3z690bY 5005MgdMO gowyi3slryMgdol 0)

bstxo - (508) (508)
B0b56LvyMo g8mbagswo 5) 5 966 971
L539MLE LB35Md0E FoMdMEO BoMso 9) (43) (1,242) (1,285)
beyaw fenols bemeno 9dmbsgsmo 10,873 (276) 10,597

0bs 500556390090

B0 LablAIOOL IMAMomdOL sBg(H0TRds 05336?0'633600) 8500563560800 [ 3)0 009
001905 490bobsdEY 5), d) 10,873 (276) 10,597
530656LvMH0 Jgdmlisgsero o) ) (966) 971)
U539MbM Bbgsmdosb 80@gdEo B0 5) 43 1,242 1,285
BMEn50 65350700 Lsm39Migom 1i5gddosbmdowsb 7,612 - 7,612

6. 50mboggd0

2021 s 2020 Ferob 31 9399096l LGV GdYO §ergdol 3968530 mdso 3m835600L dmosbo Fgdmbiagswo

000900 0465 89900930 29940©39000b:

290bB539080 LogsMgEHOL Ao4030b
200bB53900 0x M0

biye

2021 5 2020 ol 31 9399061000 EsLEWEGOXO Ferobsmzgol 3335600l dogow3gd0L 92% s 99%,

d9L50580b5©, 0YM ©535380MdWYO THMYJOOLYD.

7. 50mb53900L 130000070 gds

2021 @5 2020 Ferob 31 9399096l LB gdeo {ergdol 3968530 mds8o 3835600 Goge yoyoero

Logdmberol Mm30mMoMgdwEgds 0gm:

30053060 Foboegdo
30053060 IOHMI000 bsbstxgdo

3399
Lbgs Lom3gMozom boGxgdo

Lieo

21

2021 2020
45,520 34,484
89 91
45,609 34,575
2021 2020
21,785 14,466
1,930 1,566
476 395
499 509
24,690 16,936
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8.  Bmysw0 s 50d0bolEMsE0MEo bstxgdo

2021 o 2020 fegdol 31 9393096l ILOEgdYo Fargdol gobdsgermdsdo 3033s600L Bmyso s
5Q3060LEHM30v90 botx GO0 0gm:

2021 2020
bgg3sL9d0 s FoMMB ©s39380MYOMYEO bt gdO 3,396 3,364
Lo oabiabom batrxgdo 224 244
(339975 Q5 S3MOEGH0D(305 165 328
©5B03930L botxgdo 105 52
0000 S Lo3MbLvyEs30M batxgdo 74 157
05630L Logzmdobom 45 53
Lbgs botrxgdo, Hdobs 403 172
bgem 4,412 4,370
9.  Ubgs 399mlsgagro s bbgs batxgdo
2021 2020
bbgs 899mbogseo
Lobgerdg3GEgde 35¢0gdv)egdgdolL Bodmgms 2,046 -
1b3s 5MLsM39Ms30m F90mlsgswo 251 149
brgem Bbgs Ggdmbisgsgro 2,297 149
bbgs bstxo
0o6539000L Bodmfigho - 1,252
Lb3s 5MlaM39Ms300 botxo 135 -
byye bbgs batxo 135 1,252

30035600 bgeddn3s690™d3 250sFY30¢s 2,046 50l Mmgbmdol Lobgdg3MHMEgdM 3o¢EYdWYGdIdOL
Bo3mfi6s, HMIWgd0E 9IMHLIMO 0Ym S 56 YmxBowrs dnmbmgzgbowo Lsdo ol 4s6dsgermdsdo.

22



LU ,,00d0olol 0sddsm*

B0bsBLvMHOo sbgsM0dagd0L sblibs-g960s0Egdomo 8gbodgzbgdo

2021 Gemobl 31 09393396 olGMEadvYEo Ferobscmzol
(5035b 560379 ems3d0)

10. 3060050 Ls8MoeErgdgd0

399m39069B9ro
doMHOMS©O bbgs doHomso
dofpo 9960md5-65399mdgB0 0565565-003650090900 b530e098980 Ls3w95¢m90900 [l

0300ROOIBYDS

1 0563560 2020 3,209 12,250 6,260 3,535 382 25,636
d9lyogzs - - - - 59 59
95000%305 - - - - (55) (55)
31 939dd9Ho 2020 3,209 12,250 6,260 3,535 386 25,640
d9lyogzs - - 19 112 131
Hgo0BIG0d - - - (11) (18) (29)
GMBLEIHO 31 (133) 102 -
31 qog39dd9Mo 2021 3,209 12,250 6,310 3,503 470 25,742
©53MMZ0O (33g0S

1 0563560 2020 - (495) (886) - (60) (1,441)
feromeo 339000 - (262) (390) - (68) (720)
239199905 H950bozool 89gac® - - - - 13 13
31 939ddgHo 2020 - (757) (1,276) - (115) (2,148)
feromeo 339000 - (193) (361) - (43) (597)
239199905 H950boEool 89gac® - - - - 16 16
31 g39ddgHo 2021 - (950) (1,637) - (142) (2,729)
Lsdse0sBler 6s8oro

31 939ddg®o 2020 3,209 11,493 4,984 3,535 271 23,492
31 93930960 2021 3,209 11,300 4,673 3,503 328 23,013

30035600L 060050 LTS GOIOO IFOM39dYE0s Boliglibgdo LabliMgdoLs (9960d3zbs 15) s Jo3gTMo AMIBE0YdOL by dg3Brmgdol (960d3bs 19) Logwmdggwby.

399M9199690900 30605 L5FeEYdgd0 FgEds BobJobgdoLs s 5VFMMZOWMBOLYD, HMIGEOE LEFOMMYPIL LodMbE M LodMTomgdL, Momd A53MLYgbgdEISE dBsE 0ymb.
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11.  Lsobggldogom Jmbgds

QOOIONIOS
1 0563560 2020

31 93993960 2020
31 ©939d960 2021

©33HMZOE0 (33900
1 0363560 2020

fron®o 33gms
31 qog3gddgHo 2020

fron®o 33gms
31 qog3gddgco 2021

bsdognsblem Bsdomo
31 qog3gddgHo 2020
31 qog3gddgco 2021

bsobggliogom
Jmbgds

953
953
953

(35

(32)
(67)

(32)
99

886
854

L50639LEH0EOM JMbgds FoMIM©gb00s Lsbofymdy BIMOm, MMIIOE J9J0M539d990s S 3JSZFOMYd

3003560909 ,39MmOLEHM0d 305, ,3UR, ,MMDoJM 30mEEobYo“ s ,,MBdsJM gbBHIM3MI0BO .

2021 s 2020 ol 31 9399060l 8amasmgmdom, dolo MO0 OMYOIMIGdS MFOMPOMIOGdLMSDS

d00bermgdweo.

30035600L LoobgzglBoEoM Jmbgds IR0M39d990s Baliglibgdo Lablimgdobs (9gbodzbs 15) s yoEgdmero

23965630900b byewdg36egdol (d96033bs 19) Logwydzgwby.

12. 3sMsagd0

2021 ferobs s 2020 Ferol 31 ©9393060L amBstgmdom 30835600l Fo6oggdo oym:

31 g399d9G0 31 93993960
2021 2020
bawggwo 9,777 9,045
5990536090900 Fo@dmgds 216 85
%o 3OMmEJ30s 1,007 1,374
bmem 3m3eng35000560 FoMa9d0 11,000 10,504
363913500560 ToMog9d0 2,243 1,707
bemem 3oMo9d0 13,243 12,211

300356058 8993bs ©053gd0m0 MHHgM30 bgems dH MB350 FoMmg9dobmzoL, 390 LogsMHYEOL Jowrgdobmgzgol
6o s 1,252 560l mbmdom, dgledsdols, 2021 s 2020 farol 31 ©9399dMH00 EILEOKIEgdEO
Peobomgol (09609360 9), 06bgdo Bmygds -HaMools s bbgs LEWEo Jgdmliagsergdol sbgs@0dygdsdo

6583969000 Gmgme3 bbgs bodxgdo.
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13.

30393500560 To059900 3m0353L LEMOIMOYM Bofoegdls s $H9dbo3MEO FMBLELMMIIOL Lobamx ToboEgdl,
HmIgd03 ©3MY30009OIWO JOHMJIGO0s S BEFOMMIIOLSAGOEM godmoygbads Lofo@mdmm dMm3gldo.

2021 s 2020 Hengdob 31 ©9390dM0ol 3amdsmgmdom, 8m3wg3o0sb Jomogqd By dmbs 16 s 36 s5mslo sMoLs
®96md0L (3390000 bodx ol sMoEb3s, Iglsdsdolo.

2021 s 2020 ool 31 ©939906r00 ©aliGvegdwyeo {ergdol 3o6853¢mds80 batMxgds© 500sMgdwEo ToMoagdol
©0MHdMEgds 0gm JgLodsdolo 22,027 oMo s 18,213 wseo.

15535300 ©s Bb3S IBOGMOHYEO 53503690

2021 s 2020 Fengdol 31 9398060l 3amdstgmdom, mmbmagbgdo, s8mvmgdgwo msbbgdol HyBg@zol
39003 9d0m, 0ym:

31 g399dg®o
2021 31 qog39ddg6o 2020
L5353 dmmbmgbgdo 8,639 9,574
Ubgs dmmbmgbgdo 130 86
3950m3gdvEo: dmbsemEBIEo bezMgEodM B0 (136) (3,327)
b
bog03Om dmmbmgbgdo 8,633 6,333

1535 3MM FMPbMZbIBdOL 99% ©535380MGOI0S ,AJMEOLEMOBdEOLME, BMIwgdog 2021 s 20120 Fergdol 31
09398060L 3EMI>MHYMBOm, FoMmTmowygbgb 99393806 Tbotggdl.

1535 FMHM BMbMZbgd0 IMoEI3L MbbgdL, MMBWGd0E 5000 HMAMOG 53 35940E3JIMD 3538069d O
39905350, LoodoBM FoalbOO s ITHGHIOIWO VOMPIMEIGIOL R5LIBIO.

50050900 R9MRLwMHYBS HoMmIMoIBL bbgomdsl 53 bgsFMm FmmbMZbgdOL LsdsEsblim OoMYdMEgdsls s
dcloembyero Ggdmbsgargdol 308obstg woMmgdmagdsl Fmeol. 300035605 98 bsdmgd by Moodg Lsbols

MBOHWD3YEYmgGol 56 BEMBL.

565¢00B0 1535 FMM s Lb3s mmbM369d0L 3500056MdOL Bobggzom:

90 by
30 com9dog 31-90 comols 900
31 9388960 2021 390053OQMB0  BIWVIPIWIGOWY  3IWIPIWIGOL  3IWIYIWIGO
(3003L50 E5G0) @9dYWOo (3 003 @gds Lygem
395351909960 0060 LdIE Bl
©0MYOIMEOS IBMEEHOLSL, Loy 8,598 8 7 156 8,769
Abd Jmngwo Labogmaberm g3sob
356853@d580 (1 (1) (1) (133) (136)
90 b
30 o9y 31-90 ool dgBo
31 93930960 2021 30OPIWIYGO  FHVPIWIGOLY  FIRPIWIGOW  FORIJIRVIGO
(5005b0 gn®0) ©gdgo B> 005 g0 Ligem
3953519090 JE0H0 LdIEBLM 6.307 7 7 3.339 9,660
OOV IFOXGHOLIL, Ly
Abb Jmgo Labogmabarm 3sob (1) (1) (1) (3.324) (3:327)

39605300mds580
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30335600 1553530 s Lbgs ImbM36gd0L BoMowol HyBIM3L ynzgmm3z0lL sx83s5Lgdl Jmgwo LoliogmEberm 350l
ALDB-0b MmEgbmdOL Msbbom. IMboEMmEbgero LE3MIOEM BoMowo LogsFHm Jmnmbmgbgdbyg Boligds
©9003MMOL EIBMEOL FoOlro 459mEEOEId0Ms s ©IOOEGHMMOL J0dE0bsMYg B0bIBLWMO dyMTsMgmdOL
3bs@0Bom, HMIYoE IOOGHMOOLMZ0L B3YE0BOYIMO BIJHMMIdOMS s LD WIMYOL BMYSO 93mbmdogm®o
0003M3sMHMmd00 30M9JGH0M©Yds. FHY3gEXMmd5d0 J00MGDs 53MgmN3Y 96gH0TAJdOL MIMOMI0 3005MYdOL
Ls3Mabmbem 0dsMH0Egds s 5OIYOEO 30MMYds. 328356058 90 Y TYGHO 350YIWOFOGOOL TJmby
4395 XAMRBIH© 95356900 Fnmbmgzgbol Vool HxBgM3z0 100%-00 Ggxobs, Mot olEGmMowwo
2393030090 (3b5YMARL, MMI gl IMbM369d0 5FMMYBL s 993980 JOIMYDs. DMYOIOMNO
306¢05396@0Lsm30l, HMIwgdoiz 06030 MMI F9xsLs, 38356000 Ibg3gE™dsdo Joomm
L53MHMABMBM B0 65350900 5 Fo0 LogdzgBY 2obLEBLZMS BMBOEMBYEO LEIMIVOGM BoGSWO.

30335600 155353 dMPbMZgbsl BsIMFIML, HmELoz sOLYGdMBL 0dol BsB0TBYIBYwO 0BBMMT5(305, HMI IIOGHMMO
0d0dg 30656LwM LML A560EEOL s MBLOL SFMEYBOL MY MO 3gML3YJEH03IS 56 SOLYdMO.

399009 3bMoEwdo 6583969005 060 Labogmabewm 3ol Abb-ob FMABIMBds, HMIJELOE SV0MHYdMEo 0dbs
1535 FMHM BmbMZbgdBY BoLL 9 LEHbEIMET0 SMfIMHOEO FoTdstEGH039dwmo JoMIol dglsdsdolsc:

14.

15.

b
658000 2020 ol 1 0563560 2,819
397185LMOIOOL MHYBYM30, fdobos 508
658000 2020 ferob 31 cg399d9ML 3,327
239999535LM580L OHYHgMZ0L s0Eygbs, fdoboo (204)
§0bo 396-0Mm9gddo aMyBYM39049w0 65d0gd0L RsdmffgMs (2,987)
6580 2021 31 (0939989l 136

399bsfioangdgmo dmgqds

2021 s 2020 Fengdol 25605300mdsd0 godm3bogdwcmo s 39sbowo 03009630 0gm 13,754 oMo s
11,366 @0o60, 99L50530L5.

2021 s 2020 Fengdob 31 ©9399d60l damdstmgmdom, gowbsfioegdgends dmyqdsed 8goy0bs 33,437 ws®o o
27,131 0560, 99L50530L5.

Boligbbgdo Lablgdo

2021 s 2020 ol 31 9399060l 8aBs6gmdom 50g0eo bglibgdols 35Jd0 s 30MHMBJIO 0ym:

BolsglibgBo Lsblstrgdo: ba3Gmagbon 31 939889602021 31 o390 2020
35BS 3965339000 385G

5000 MBIM0Z30 B0bsbLLYHO

0bLEGOGHWHIO0b GEL

900900 LablbMgdo 12%-15.25% 2021-2024 7,049 8,772

bmem Babglbgdo Labbmgdo 7,049 8,772

d0dgobstg 4,018 8,772

3M3d9g3500560 3,031 -
7,049 8,772
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16.

17.

18.

Boliglbgdo LabliMmgdol ImdMomds 2021 s 2020 fierol 31 ©939939ML LLMMEGdO Fegdol gobdsgemdsdo
oym:

002965005
§d0bcos Lgbbo 1 0s6gsGo 2020 5,184
5953905 306 Msbbsby 66,685
©MHOEbMEo 36m396¢0 509
39005bEOo oMo MBb (63,134)
3905boo 36Hm396¢0 (472)
§90600s Ligbbo 31 93933960 2020 8,772
5353905 doM bbby 123,417
MOEHMEO 3OHM(396E0 1,097
2399bEOWo doMo sbby (125,094)
239sbowo 3Om396¢ 0 (1,143)
§90bcs bigbo 31 93993960 2021 7,049

Babgardy3O:ewgde 3sewEgdwrgdgdo

Lobgand9g360egdm 35¢0Yd9Egdgd0 ImoEsgl 2021 s 2020 fierol 31 9399360l dEMBsMgMdOom BowYdwI
539690,  OHMIWIdO3 9393800 M0s  3OHMEMIBHOL  29Y03YPPMB.  3MI3B0s 50OsMYOL  Tom, OMAMOJ
Lobga 8936 gdM 5O gdL, Lobsad Ladmbgro 56 dogfimgds dmdbdsMgdgEL.

LodoMm3zgeml bsdmdomoadm 356mbAgdEMdol dobgzom, vy 3oeEYdwEgdgdo Lsdo ferol gsbdsgemdsdos
3905bY0s s INYo 39H0MEOL 3568530 MdT0 96 YmBowrs Fmmbmzgbowro, 35¢rIdvYMYdgd0 Fg0dEgds
B38mofghHml.  bgmddgsbganmdsd  obotygdws  Bgdmombodbmmo  wgmadom s gosfiy30@s, Bsdmgfighs
Lobgad9g36Egdm 35¢EYdwIgd9d0 2046 sGOL MEYbMmdom (9600365 9). 2021 s 2020 ferob 31 ©h399d9OL
LOMEWYIMo  Farol  Logobsbbm  botxo, Tglsdsdobs, bMwo o 224 5005 oML  MEOOOS s
Lobg 8936 gdM 35O GdIOOL dosbLOo, GgLadodols, 3,792 aMobs s 3,719 WMol GHMEo oym.

30356058 50065, MM gl 3MbEHMdGId0 89033l Bobablvy® 383mbgbEL. 2020 s 2019 Farols 31 939336
LOMEYdMEO ffErolmzol gobsblwy® batxgdl, dglsdsdobs, 224 s 191 smslio sGom.

39005L5HYE0 350slbIEYDO FMPJBOL 3B YoM
2021 s 2020 ol 31 9399060l 8aMBsMgmdom, goslabsgdds 8mo33s @MYL, sd30bol s Lbgs

Lo9,5005LbM 25LIBEYMGDO. LogsILEbLIM 5JEHO39B0 O 35 IOYMYOJIO FOHMIIDS JOMO0SH
L59500LbsM 5660 dBY bodsBmNzgeml Ggdmlisgegdol LodLabm@mBo. sBysModLfmemgds bmtmEogwgds bydm

Lsg31)d39BY.

153536MM ©s BHZS 3MJEOGHMOYEO ©IZ5¢0369gds
2021 s 2020 Fengdol 31 ©9398060L 3amdstrgmdom, LogsFMHm s b3s 3MgOEHMMYIMO 35w 0s69gds 0ym:

31 093993960 2021 31 9399390 2020

3905LsbEIWgdO FMIHmEYdEdOL JodsGo 3,463 2,382
3905LsbEIWo bywa3sligdo - 7
Lbgs aosbsbgammgdo 11 46
beyen 3,474 2,435
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19. g0bsblimMo 56M56E00L 35eEgdmgds

2020 ol 9 03bolL, 33356009 33 ,,00MmdJM 3MEEObyM6* s B3L ,,39MEOLEHMOBN305LMD gH M (3L
»0950F 3930G5W BOHMEFFgoL* JOMBW030 3MbGHGMEOL §393 sOLGdIMWO 3069d0) bgwro dmsfgds
Lo5M0bEGH0M Fgmobbdgdsl LU , 4501004 3563056, bgewdg3H:Megdol Logsbo 0ym ,,308HM OsRbMLEBHOZOL“ (Lbgs
05353800900 dHbs6g) Mo LglboL AoMIBEMMOL MmOl FgbeErgds. gb Lybbgdo s3s380MmYdYE Tbstgl
50900 543U ,,Jo00v 356306 2016 {erob 26 0z3olL s 2016 fferol 27 0gerobl, dglsdsdobs. mMogg Lgbbl
9603bg0s LESOMEIBE M 3965339000 6%-0L MEPIbMBOM s T 35> 2026 Herol 26 ©Y393dGSYS. 3L
»39MOLGHM0dME00L, LU ,,0d0Eolol MsddsJML* s 3L ,,0mdsgm 3maEobyol® oMsbEHool wodo@o
000056md580 105,318 ool (34,000 58 Ms®0) Gmos. 09935, 2021 Herob 31 ©g398dGM0Ls s
bgdmfig@ol 0s6MH00olb 8EMmIsMHgmdom, gl Msbbs, HMIMYdbYE 383560900 298MmEOL FobEHmMmgds,
39500996L 48,805 oMU (15,756 538 MoM0) s 35,614 o®l (13,182 533 ms®0), Gglodsdols.

303356050 56 J0v005 5089 309905 3539390 bgedgzmErgdolm3ol, dglodsdobs, LsdsMmosbo
©OMHYOMEGdS 3560LsBOZMHS IgMPOm, HMIJEOE B3MEIHMOMOZ5 sLsbglL 9MBEH00L 93mbmdo g
L5699l 3g3eMdYOLmZ0L. bogaMsbEHom bgewrdg3tvyemadol sIdoLLL 3965339000 89500896 2.5%-, Mol
9900939053 3335600L 530656lxM0 BEYMBMYMBOOL sbysH0dYgds5d0 13,021 oMol BobsbLwMO gotsbEool

350JOMgds 065 5005MHYOMO.

L5565MH0dM 39H0MEOL dernml, 3335600l byaddrzsbgErmdsd gsg3slis gotsb@ool §3gd sMbgdwwmo
0535¢0056900L 350009505300 gd0l IMBoMMds, In35¢gg30L BobsblyMo dyMIsMmgmds s 0d
0bMLEH®09d0L g3mbmdogmmo 39Mb39dE035, HMIwgddog dmzowggdo m39MH0MmYd9b s ssl33bs, HmI
30656LMMH0 Ao6M36E00L byedg3trvyemadol 306039eo@0o 500sMgdol 8389y b3MgoG™ Mobzol 360dzbgummazsbo
DOEs 56 yngows. Ggbsdsdobs, 30835600 Foge 45399Mwo BobsblvMo 3sMbEH00L bgwdg M magdols
DoM0b MmgbMmds Gobigds Moody's-0b bo3Mgo@ ™ LosagbGHML as8md3994bgdvwo sMaMgoEHobarwo
3M035609080bm3z0L 12 130960 ECL 9065339000 958myqbgdom.

59 B0bsbLMO 0bLEHMIGHEJOOL DGOl H7HgMHZOL Fgx3slgdolsl 56 ImIbEIM 3O gds ggoligdols
399603530 56 3603369cM356 593909030, HMBWGOOE 3939009005 F0d0BsMY LosbysModm 3gM0m©To.mMogzg
9L Botrogrol M9bgzob MmEgbmds »a3Mm B0, 300MYg 3MgT0L FTMIWIINWO 319395 E0YM0

59O EH0DE09, FgLdsT0L, FMAJOS-DoMIT0 56 0gdbs 5005630 BoBIBLLIMO FoMsbEHool bgundy3HmeErgdol
DoMoolb MgHgM30.

530656L1MH0 496M36E00L 300EYdEgdOL FdMomds 2021 s 2020 Fergddo oym d90@9a0:

@560
0530530603900 5N05MJOS 13,021
130656LwM0 Fgdmbogocro (966)
Lo3MLE LH3sMdOM B0WIIMWO BoMoo, [jdobos 1,242
2020 §emols 31 93990G0l damdstHhymdoo 13,297
130656LwM0 Fgdmbogocro (1,565)
Lo3MLE Lb3sMmdom B00gdMEo dmygds, fidobws (927)
2021 §emols 31 93990G0l damdstHhymdoo 10,805

* 9GS doLm30L obowgm 99608365 5.
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20.

10656LG0o 0bLEOMIg6E o0
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TBILISI TOBACCO JSC

STATEMENT OF MANAGEMENT’S RESPONSIBILITIES FOR THE PREPARATION
AND APPROVAL OF THE FINANCIAL STATEMENTS AND MANAGEMENT REPORT
FOR THE YEAR ENDED 31 DECEMBER 2021

Management is responsible for the preparation of the financial statements that present fairly the financial
position of Thilisi Tobacco JSC (the “Company”) as of 31 December 2021 and the results of its operations,
changes in equity and cash flows for the year then ended, in compliance with International Financial
Reporting Standards (“IFRS”). Management is also responsible for the preparation of management report
in accordance with the Law of Georgia on Accounting, Reporting and Auditing.

In preparing the financial statements, management is responsible for:

e  Properly selecting and applying accounting policies;

. Presenting information, including accounting policies, in a manner that provides relevant, reliable,
comparable and understandable information;

*  Providing additional disclosures when compliance with the specific requirements in IFRSs are
insufficient to enable users to understand the impact of particular transactions, other events and
conditions on the Company’s financial position and financial performance;

*  Making an assessment of the Company’s ability to continue as a going concern.

° Disclosing the information in the management report as required by the Law of Georgia on
Accounting, Reporting and Auditing;

° Preparation of the management report in consistent with the financial statements.
Management is also responsible for:

o Designing, implementing and maintaining an effective and sound system of internal controls,
throughout the Company;

®  Maintaining adequate accounting records that are sufficient to show and explain the Company’s
transactions and disclose with reasonable accuracy at any time the financial position of
the Company, and which enable them to ensure that the financial statements of the Company
comply with IFRS;

. Maintaining statutory accounting records in compliance with local legislation and accounting
standards;

¢  Taking such steps as are reasonably available to them to safeguard the assets of the Company; and
e  Preventing and detecting fraud and other irregularities.

The financial statements of the Company for the year ended 31 December 2021 were approved by
management on 15 August 2022:

On behalf of the Management:

Tamaz Wa
Chief Financial Officer

Thilisi, Georgia Thilisi, Georgia
15 August 2022 15 August 2022



Deloitte

INDEPENDENT AUDITOR’S REPORT
To the shareholders and the Board of Directors of Thilisi Tobacco JSC:
Opinion

We have audited the financial statements of Thilisi Tobacco JSC (the “Company”), which
comprises the statement of financial position as of 31 December 2021, and the related
statement of profit or loss and other comprehensive income, statement of changes in equity
and statement of cash flows for the year ended 31 December 2021, and notes to the
financial statements, including a summary of significant accounting policies (collectively —
the “financial statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects,
the financial position of the Company as at 31 December 2021 and its financial performance
and its cash flows for the year ended 31 December 2021 in accordance with International
Financial Reporting Standards (“IFRSs”).

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 statement 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 (the “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 Matters

We draw attention to Note 5 to the financial statements which describes the restatement of
corresponding figures for the year ended 31 December 2020. Our opinion is not modified in
respect of this matter.

As Described in Note 6 to the financial statements, 92% and 99% of the Company’s sales for
the years ended 31 December 2021 and 2020, respectively, were to related parties. Our
opinion is not modified in respect of this matter.

Other Information

Management is responsible for the other information. The other information comprises the
management report prepared in accordance with the requirements of the Law of Georgia
on Accounting, Reporting and Auditing, but does not include the financial statements and
our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.
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In connection with our audit of the financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated. If, based on the work we have performed, we
conclude that there is a material misstatement of this other information, we are required to
report that fact. We have nothing to report based on these responsibilities.

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

Management is responsible for the preparation and fair presentation of the financial
statements, in accordance with IFRSs 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.

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 guarantee that an audit conducted in accordance with ISAs will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial
statements.

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

) Identify 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 Company’s
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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.

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.

Report on Other Legal and Regulatory Requirements

Management is responsible for the preparation of the management report in accordance
with the Law of Georgia on Accounting, Reporting and Auditing, and for such internal
control as management determines is necessary to enable the preparation of the
management report that is free from material misstatement, whether due to fraud or error.

We performed procedures with respect to whether the management report is prepared in
accordance with the requirements of the Law of Georgia on Accounting, Reporting and
Auditing and includes the information required by the Law of Georgia on Accounting,
Reporting and Auditing.

We have selected and performed procedures based on our judgment, including but not
limited to inquiries, analysis and review of documentation, comparison of the Company’s
policies, procedures, methodologies and reported information with the requirements of the
Law of Georgia on Accounting, Reporting and Auditing, as well as recalculations,
comparisons and reconciliations of numeric values and other information.

In our opinion:

o The management report for the year ended 31 December 2021 is prepared in
accordance with the requirements of the Law of Georgia on Accounting, Reporting and
Auditing;

o The management report for the year ended 31 December 2021 includes the
information required by the Law of Georgia on Accounting, Reporting and Auditing;

. The information provided in the management report for the year ended 31 December
2021 is consistent, in all material respects, with the financial statements for the year
ended 31 December 2021.

Shota NanitashVili

on behalf of Deloitte and Touche LLC
n T—
/ " ¢ \b. 2
De lor 7% &  Oucte

15 August 2022
Thilisi, Georgia




TBILISI TOBACCO JSC

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2021
(in thousands of Georgian Lari)

Note 2021 2020 (restated*)
Revenue 6 45,609 34,575
Cost of sales 7 (24,690) (16,936)
Gross profit 20,919 17,639
General and administrative expenses 8 (4,412) (4,370)
Sales and distribution expenses (120) (14)
Finance income 19 1,634 971
Finance expenses 15 (1,097) (733)
Foreign exchange gain/(loss), net 770 (1,285)
Recovery/(impairment) loss recognized on receivables, net 204 (508)
Other income 9 2,297 149
Other expenses 9 (135) (1,252)
Profit before tax 20,060 10,597
Income tax expense = =
Profit for the year 20,060 10,597
Other comprehensive income - -
Total comprehensive income for the year 20,060 10,597

* For details refer to Note 5.

On behalf of the Management:

e

Tamaz Sﬁngelaia /
Chief Financial Officer

15 August 2022 15 August 2022

Thilisi, Georgia Thilisi, Georgia

The notes on pages 9-35 form an integral part of these financial statements.



TBILISI TOBACCO JSC

STATEMENT OF FINANCIAL POSIITION
FOR THE YEAR ENDED 31 DECEMBER 2021

(in thousands of Georgian Lari)

ASSETS

Non-current assets

Property, plant and equipment
Investment Property

Issued loans

Long-term inventory
Intangible assets

Total non-current assets

Current assets

Inventory

Trade and other receivable
Prepayments

Cash and cash equivalents
Total current assets

TOTAL ASSETS

EQUITY

Share Capital
Retained earnings
Other distribution
TOTAL EQUITY

LIABILITIES

Non-current liabilities
Borrowed funds

Contract liabilities

Financial guarantee obligation
Total non-current liabilities

Current liabilities

Taxes payable other than income tax
Trade and other payables

Borrowed funds

Total current liabilities

TOTAL LIABILITIES

Total liabilities and equity

* For details refer to Note 5.

On behalf of the Management:

15 August 2022
Thilisi, Georgia

The notes on pages 9-35 form an integral part of these financial statements.

Note

10
11

12

12
13

14
19

15
16
19

17
18
15

31 December 2020
31 December 2021 (restated*)
23,013 23,492
854 886
566 -
2,243 1,707
21 21
26,697 26,106
11,000 10,504
8,633 6,333
722 130
37 g5
20,392 17,062
47,089 43,168
111 111
33,437 27,131
(13,021) (13,021)
20,527 14,221
3,031 -
3,792 3,179
10,805 13,297
17,628 16,476
1,442 1,264
3,474 2,435
4,018 8,772
8,934 12,471
26,562 28,947
47,089 43,168
m._./

/Ver/naz Shengelaia

Chief Financial Officer

15 August 2022
Thilisi, Georgia



TBILISI TOBACCO JSC

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2021
(in thousands of Georgian Lari)

Other Retained
Share Distribution Earnings Total
Note Capital (restated*) (restated*) Equity (Restated*)

Balance at 1 January 2020 111 - 27,900 28,011
Total comprehensive income for the year - - 10,597 10,597
Dividends issued 14 - - (11,366) (11,366)
Issuance of financial guarantee 19 - (13,021) - (13,021)
Balance at 31 December 2020

(Restated*) 111 (13,021) 27,131 14,221
Total comprehensive income for the year - - 20,060 20,060
Dividends issued 14 - - (13,754) (13,754)
Balance at 31 December 2021 111 (13,021) 33,437 20,527

* For details refer to Note 5.

On behalf of the Management:

%

Tamaz S ng/elaia
Chi/e inancial Officer

e
15 August 2022 15 August 2022
Thilisi, Georgia Thilisi, Georgia

The notes on pages 9-35 form an integral part of these financial statements.



TBILISI TOBACCO JSC

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2021
(In thousands of Georgian Lari)

Note
Cash flow from operating activities
Profit before tax for the year
Adjustments for:
Depreciation and amortization expense 7,8

(Recovery)/impairment loss recognized on receivables, net

Inventory allowance 9
Finance income

Finance expenses 15,16
Contract liabilities write-off 9
Foreign exchange (gain)/loss, net

Cash inflow from operating activities before changes in operating
assets and liabilities and non-current assets and liabilities
Increase in trade and other receivables
(Increase)/decrease in prepayments
Increase in short-term inventory
Increase/(decrease) in taxes payable other than income tax
Increase in trade and other payables
Changes in non-current items
Increase in long-term inventory
Increase/(decrease) in contract liabilities
Cash inflow from operating activities

12

12
16

Interest received

Interest paid 15

Net cash inflow from operating activities

Cash flows from investing activities
Sale of property, plant and equipment and intangible assets
Purchase of property, plant and equipment and Intangible assets
Issued loans
Net cash used in investing activities

Cash flows from financing activities

Receipt of borrowed funds 15
15

14

Repayment of borrowings
Dividend Paid

Net cash used from financing activities
INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS
Effect of exchange rate changes c;n cash and cash equivalents
CASH AND CASH EQUIVALENTS, at beginning of the period
CASH AND CASH EQUIVALENTS, at end of the period
* For details refer to Note 5.

On behalf of the Management:

Levan Skam o;ﬁﬂvili
General Diréct
15 August 2022
Thilisi, Georgia

The notes on pages 9-35 form an integral part of these financial statements.

8

2021 2020 (restated*)
20,060 10,597
641 723
(204) 508
- 1,252
(1,634) (971)
1,097 733
(2,046) .
(770} 1,285
17,144 14,127
(2,269} (1,367)
(592} 5
(496) (3,924)
178 (563)
1,145 1,122
(536) (1,299)
2,659 (22)
17,233 8,079
3 5
(1,143) (472)
16,093 7,612
- 42
(130) (59)
(500) -
(630) (17)
123,417 66,685
(125,094) (63,134)
(13,754) (11,366)
(15,431) {7,815)
32 (220)
(90) =
95 315
37 95

Tamaz Shengelaia

Chiéf Financial Officer

15 August 2022
Thilisi, Georgia



TBILISI TOBACCO JSC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021
(In thousands of Georgian Lari)

1.

GENERAL INFORMATION

Thilisi Tobacco JSC (the "Company") is a joint stock company, which was established in Georgia on 6
June 1998, in accordance with Georgian regulations and is registered by the Georgian Tax
Authorities with identification number: 206093528. The Company’s registered address is N7 Giorgi
Nadareishvili str, Thilisi, Georgia.

The Company is engaged in purchasing of raw tobacco products from international companies and
selling produced tobacco products to Geodistribution LLC and export clients.

As at 31 December 2021 and 2020, the Company was 100% owned by Smart Capital Production LLC.

As of 31 December 2021 and 2020, the ultimate shareholders of the Company were: lvane
Chkhartishvili - 51%, Mikheil Chkhartishvili — 24.5% and Natia Chkhartishvili — 24.5%.

The number of employees of the Company as at 31 December 2021 and 2020 was 182 and 183,
respectively.

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS

In 2021 following new and revised standards have been adopted:

The following amendments and interpretations are effective for annual periods beginning on or
after 1 January 2021:

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

Amendments to IFRS 16 Covid-19-Related Rent Concessions
The above standards and interpretations were reviewed by the Company's management but did not

have a significant effect on the financial statements of the Company.

New and revised Standards in issue but not yet effective

At the date of authorization of these financial statements, the Company has not applied the following
new and revised IFRS standards that have been issued but are not yet effective:

IFRS 17 (including the June 2020 Insurance Contracts Effective after 1
Amendments to IFRS 17) January 2023
Amendments to IFRS 10 and IAS 28  Sale or Contribution of Assets between

an Investor and its Associate or Joint

Venture
Amendments to IAS 1 Classification of Liabilities as Current or Effective after 1
Non-current January 2023



TBILISI TOBACCO JSC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021
(In thousands of Georgian Lari)

Amendments to IFRS 3 Reference to the Conceptual Framework Effective after 1
January 2022

Amendments to IAS 16 Property, Plant and Equipment—Proceeds Effective after 1
before Intended Use January 2022

Amendments to IAS 37 Onerous Contracts—Cost of Fulfilling Effective after 1
a Contract January 2022

Annual Improvements to IFRS Amendments to IFRS 1 First-time Adoption Effective after 1
Standards 2018-2020 Cycle of International Financial Reporting January 2022

Standards, IFRS 9 Financial Instruments,
IFRS 16 Leases, and IAS 41 Agriculture

Amendments to IAS 1 and IFRS Disclosure of Accounting Policies Effective after 1
Practice Statement 2 January 2023
Amendments to IAS 8 Definition of Accounting Estimates Effective after 1
January 2023
Amendments to IAS 12 Deferred Tax related to Assets and Effective after 1

Liabilities arising from a Single Transaction January 2023

The management do not expect that the adoption of the Standards listed above will have a material
impact on the financial statements of the Company in future periods.

3.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation. These financial statements have been prepared in accordance with
International Financial Reporting Standards (“IFRS”) issued by the International Accounting
Standards Board (“IASB”) and Interpretations issued by the International Financial Reporting
Interpretations Committee (“IFRIC”).

The financial statements have been prepared on the historical cost basis. Historical cost is generally
based on the fair value of the consideration given in exchange for assets.

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, regardless of whether
that price is directly observable or estimated using another valuation technique. In estimating the
fair value of an asset or a liability, the Company takes into account the characteristics of the asset
or liability if market participants would take those characteristics into account when pricing the
asset or liability at the measurement date. Fair value for measurement and/or disclosure purposes
in these financial statements is determined on such a basis, except for share-based payment
transactions that are within the scope of IFRS 2, leasing transactions that are within the scope of
IFRS 16, and measurements that have some similarities to fair value but are not fair value, such as
net realisable value in IAS 2 or value in use in IAS 36.

In addition, for financial reporting purposes, fair value measurements are categorised into level 1,
2 or 3 based on the degree to which the inputs to the fair value measurements are observable and
the significance of the inputs to the fair value measurement in its entirety, which are described as
follows:

10



TBILISI TOBACCO JSC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021
(In thousands of Georgian Lari)

o Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities
that the entity can access at the measurement date;

e Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable
for the asset or liability, either directly or indirectly; and

e Level 3 inputs are unobservable inputs for the asset or liability.

Going Concern. These financial statements have been prepared on a going concern basis and the
accounting policies have been applied consistently throughout the period. In making this judgement,
Management considered the Company’s financial position, current intentions, profitability of
operations and access to financial resources and analysed the impact of the situation in the markets
on the operations of the Company.

Functional currency. Items included in the financial statements are measured using the currency of
the primary of the economic environment in which the entity operates (“the functional currency”).
All values are rounded to the nearest thousand Lari, except when otherwise indicated.

Offsetting. Financial assets and financial 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 settle on a net basis, or to realise the assets and
settle the liability simultaneously. Income and expense is not offset in the statement of profit or
loss unless required or permitted by any accounting standard or interpretation, and as specifically
disclosed in the accounting policies of the Company.

The principal accounting policies are set out below.

Revenue. Revenue is recognized to the extent that it is probable that the economic benefits will
flow to the Company and the revenue can be reliably measured, regardless of when the payment is
received. Revenue is measured based on the consideration to which the Company expects to be
entitled in a contract with a customer and excludes amounts collected on behalf of third parties.
The Company recognises revenue when it transfers control of a product or service to a customer.
The Company assesses its revenue arrangements against specific criteria in order to determine if it
is acting as principal or agent.

The Company recognizes performance obligation for sale of cigarette and assembled filters at a
point in time, because there is only one performance obligation. Revenue is reduced for estimated
customer returns, rebates and other similar allowances.

Contract liabilities. Contract liabilities represent the advances received from the customers, for
which the goods are not delivered in the period less than 1 year.

In determining the transaction price, a promised amount of consideration is adjusted for the effects
of the time value of money if the timing of payments agreed to by the parties to the contract
provides the customer or the entity with a significant benefit of financing the transfer of goods to
the customer. In such circumstances, the contract contains a significant financing component which
may exist irrespective of whether the promise of financing is stated explicitly in the contract or
implied by the payment terms agreed to by the parties to the contract.

11



TBILISI TOBACCO JSC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021
(In thousands of Georgian Lari)

Foreign Currencies. Transactions in currencies other than the entity’s functional currency (foreign
currencies) are recorded at the rates of exchange prevailing at the dates of the transactions. At
each reporting date, monetary items denominated in foreign currencies are retranslated at the
rates prevailing at the reporting date. All realized and unrealized gains and losses arising on
exchange differences are included in the statement of profit or loss and other comprehensive
income for the period.

Below are exchange rates as at year end which were used by the Company for the purpose of these
financial statements:

31/12/2021 31/12/2020
GEL/USD 3.0976 3.2766
GEL/EUR 3.5040 4.0233

Income taxes. Income taxes have been provided for in accordance with Georgian legislation
enacted or substantively enacted by the reporting date. In May 2016, the parliament of Georgia
approved a change in the current corporate taxation model, with changes applicable on 1 January
2017 for all entities apart from certain financial institutions. The changed model implies zero
corporate tax rate on retained earnings and a 15% corporate tax rate on distributed earnings to the
shareholders that are individuals or non-residents of Georgia, compared to the previous model of
15% tax rate charged to the company's profit before tax, regardless of the retention or distribution
status.

The new profit tax rules are effective as of 1 January 2017, which applies to the Company and the
tax base comprise both actual and deemed profit distributions, including the following:

° Distributed profits;

. Expenses incurred or other payments not related to economic activities;

° Gratuitous supplies of goods/services and/or transfers of funds; and

° Representation expenses that exceed the maximum amount defined in the tax code.

Income tax on distributed profits is recognised as an expense at the moment dividends are declared
and recorded under “income tax” in the statement of profit or loss. Current tax assets and tax
liabilities for current and previous periods are measured at the amount expected to be obtained
from or paid to tax authorities.

Tax imposed on the areas other than distributed profits as described above is recorded under “tax
expenses” in the statement of profit and loss.

Due to the changed concept of taxation the term taxable base of assets and liabilities loses its
economic meaning and deferred tax liabilities and assets as defined in IAS 12-Income Taxes, are not
applicable under new corporate taxation model.

Property, plant and equipment (“PPE”). Property, plant and equipment are stated at deemed cost,
less accumulated depreciation and allowance for impairment, where required.

Costs of minor repairs and maintenance are expensed when incurred. Cost of replacing major parts
or components of property, plant and equipment items are capitalised and the replaced part is

retired.

12



TBILISI TOBACCO JSC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021
(In thousands of Georgian Lari)

Gains and losses on disposals are determined by comparing proceeds with carrying amount and are
recognised in profit or loss for the year within other income or costs.

Depreciation. Depreciation on property, plant and equipment is calculated using the diminishing
balance method to allocate their cost to their residual values over their estimated useful lives.

The estimated depreciation rates, residual values and depreciation method are reviewed at the end
of each reporting period, with the effect of any changes in estimate accounted for on a prospective

basis. Depreciation rates are as follows:
Depreciation rates

Buildings and structures 2-5%
Machinery and equipment 6-10%
Other PPE 15-20%

The residual value of an asset is the estimated amount that the Company would currently obtain
from disposal of the asset less the estimated costs of disposal, if the asset were already of the age
and in the condition expected at the end of its useful life.

An item of property, plant and equipment is derecognised upon disposal or when no future
economic benefits are expected to arise from the continued use of the asset.

Investment property - Investment properties are properties held to earn rentals and/or for capital
appreciation (including property under construction for such purposes). Investment properties are
measured initially at cost, including transaction costs. Subsequent to initial recognition, investment
properties are carried at its historical cost less any accumulated depreciation and accumulated
impairment losses.

Depreciation of investment property is charged so as to write off the depreciable amount over the
useful life of an asset and is calculated using a straight line method. Depreciation rate
of the building and structures of the Company’s investment property is 2-5%.

An investment property is derecognised upon disposal or when the investment property is
permanently withdrawn from use and no future economic benefits are expected from the disposal.
Any gain or loss arising on derecognition of the property (calculated as the difference between the
net disposal proceeds and the carrying amount of the asset) is included in profit or loss in the
period in which the property is derecognised.

Impairment of tangible and intangible assets. At the end of each reporting period, the Company
reviews the carrying amounts of its tangible and intangible assets to determine whether there is
any indication that those assets have suffered an impairment loss. If any such indication exists,
the recoverable amount of the asset is estimated in order to determine the extent of

the impairment loss (if any).

Inventories. Inventories are stated at the lower of cost and net realizable value. Cost is calculated
using weighted average method. Net realizable value is determined as the estimated selling price
less all estimated costs of completion and costs necessary to make the sale.

Long-term inventory consists of spare parts and maintenance consumables, which are separate
items and are used in manufacturing process when needed.
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(In thousands of Georgian Lari)

Provisions. Provisions are recognised when the Company has a present obligation (legal or
constructive) as a result of a past event, it is probable that the Company will be required to settle
the obligation, and a reliable estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle
the present obligation at the end of the reporting period, taking into account the risks and
uncertainties surrounding the obligation. When a provision is measured using the cash flows
estimated to settle the present obligation, its carrying amount is the present value of those cash
flows (when the effect of the time value of money is material).

When some or all of the economic benefits required to settle a provision are expected to be
recovered from a third party, a receivable is recognised as an asset if it is virtually certain that
reimbursement will be received and the amount of the receivable can be measured reliably.

Contingent liabilities and assets. Contingent liabilities are not recognised in the statement of
financial position, but are disclosed in the notes to the financial statements, unless the probability
of an outflow of resources embodying economic benefits is remote. Contingent assets are not
recognised in the statement of financial position but are disclosed in the financial statements when
an inflow of economic benefits is probable.

Financial instruments. Financial assets and financial liabilities are recognised in the Company’s
statement of financial position when the Company becomes a party to the contractual provisions of
the instrument. Financial assets and financial liabilities are initially measured at fair value.
Transaction costs that are directly attributable to the acquisition or issue of financial assets and
financial liabilities (other than financial assets and financial liabilities at fair value through profit or
loss) are added to or deducted from the fair value of the financial assets or financial liabilities, as
appropriate, on initial recognition. Transaction costs directly attributable to the acquisition of
financial assets or financial liabilities at fair value through profit or loss are recognised immediately
in profit or loss.

Financial assets. All recognised financial assets are measured subsequently in their entirety at
either amortised cost or fair value, depending on the classification of the financial assets.

Classification of financial assets — All Financial assets of the company are classified, at initial
recognition, as subsequently measured at amortised cost. The classification of financial assets at
initial recognition depends on the financial asset’s contractual cash flow characteristics and the
Company’s business model for managing them. The Company measures financial assets at
amortised cost if both of the following conditions are met:

. The financial asset is held within a business model with the objective to hold financial assets in
order to collect contractual cash flows, and

. The contractual terms of the financial asset give rise on specified dates to cash flows that are
‘solely payments of principal and interest (SPPI)’ on the principal amount outstanding. This
assessment is referred to as the SPPI test and is performed at an instrument level.
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(In thousands of Georgian Lari)

Debt instruments that meet the following conditions are measured subsequently at fair value
through other comprehensive income (FVTOCI):

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

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

By default, all other financial assets are measured subsequently at fair value through profit or loss
(FVTPL).

Despite the foregoing, the Company may make the following irrevocable election/designation at
initial recognition of a financial asset:

. the Company may irrevocably elect to present subsequent changes in fair value of an equity
investment in other comprehensive income if certain criteria are met; and

. the Company may irrevocably designate a debt investment that meets the amortised cost or
FVTOCI criteria as measured at FVTPL if doing so eliminates or significantly reduces an
accounting mismatch.

Effective interest method. The effective interest method is a method of calculating the amortised
cost of a debt instrument and of allocating interest income over the relevant period.

For financial assets other than purchased or originated credit-impaired financial assets (i.e. assets
that are credit-impaired on initial recognition), the effective interest rate is the rate that exactly
discounts estimated future cash receipts (including all fees and points paid or received that form an
integral part of the effective interest rate, transaction costs and other premiums or discounts)
excluding expected credit losses, through the expected life of the debt instrument, or, where
appropriate, a shorter period, to the gross carrying amount of the debt instrument on initial
recognition. For purchased or originated credit-impaired financial assets, a credit-adjusted effective
interest rate is calculated by discounting the estimated future cash flows, including expected credit
losses, to the amortised cost of the debt instrument on initial recognition.

The amortised cost of a financial asset is the amount at which the financial asset is measured at
initial recognition minus the principal repayments, plus the cumulative amortisation using the
effective interest method of any difference between that initial amount and the maturity amount,
adjusted for any loss allowance. The gross carrying amount of a financial asset is the amortised cost
of a financial asset before adjusting for any loss allowance.

Interest income is recognised using the effective interest method for debt instruments measured
subsequently at amortised cost and at FVTOCI. For financial assets other than purchased or
originated credit-impaired financial assets, interest income is calculated by applying the effective
interest rate to the gross carrying amount of a financial asset, except for financial assets that have
subsequently become credit-impaired (see below). For financial assets that have subsequently
become credit-impaired, interest income is recognised by applying the effective interest rate to the
amortised cost of the financial asset. If, in subsequent reporting periods, the credit risk on the
credit-impaired financial instrument improves so that the financial asset is no longer credit-
impaired, interest income is recognised by applying the effective interest rate to the gross carrying
amount of the financial asset.
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For purchased or originated credit-impaired financial assets, the Company recognises interest
income by applying the credit-adjusted effective interest rate to the amortised cost of the financial
asset from initial recognition. The calculation does not revert to the gross basis even if the credit
risk of the financial asset subsequently improves so that the financial asset is no longer credit-
impaired.

Trade and other receivables. Trade and other receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active market. Trade and other
receivables are measured at amortised cost using the effective interest method, less any
impairment. Interest income is recognised by applying the effective interest rate, except for short-
term receivables when the effect of discounting is immaterial.

Cash and cash equivalents. Cash and cash equivalents include cash in hand, deposits held at call
with banks due on demand or with original maturities of less than three months. Cash and cash
equivalents are carried at amortised cost using the effective interest method. 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 restricted cash.

Impairment of financial assets. The Company recognises an allowance for expected credit losses
(ECLs) for all of its financial assets at amortised cost. The Company applies a simplified approach in
calculating ECLs. Therefore, the Company does not track changes in credit risk, but instead
recognises a loss allowance based on lifetime ECLs at each reporting date. The Company has
individual approach towards significant customers and has established a provision matrix for
others. Both approaches are based on its historical credit loss experience, adjusted for forward-
looking factors specific to the debtors and the economic environment.

The Company considers a financial asset in default when contractual payments are past due.
However, in certain cases, the Company may also consider a financial asset to be in default when
internal or external information indicates that the Company is unlikely to receive the outstanding
contractual amounts in full before taking into account any credit enhancements held by the
Company. A financial asset is written off when there is no reasonable expectation of recovering the
contractual cash flows.

The company considers a financial asset in default when contractual payment are 90 days past due.
However, in certain cases, the company may also consider a financial asset to be in default when
internal or external information indicates that the company is unlikely to receive the outstanding
contractual amounts in full before taking into account any credit enhancements held by the
company.

Uncollectible assets are written off against the related impairment loss allowance after all the
necessary procedures to recover the asset have been completed and the amount of the loss has

been determined.

Subsequent recoveries of amounts previously written off are credited to impairment loss account
within the profit or loss for the year.
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Derecognition of financial assets. The Company derecognizes a financial asset only when the
contractual rights to the cash flows from the asset expire, or when it transfers the financial asset
and substantially all the risks and rewards of ownership of the asset to another entity. If the
Company neither transfers nor retains substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Company recognises its retained interest in the asset
and an associated liability for amounts it may have to pay. If the Company retains substantially all
the risks and rewards of ownership of a transferred financial asset, the Company continues to
recognise the financial asset and also recognizes a collateralized borrowing for the proceeds
received.

On derecognition of a financial asset measured at amortised cost, the difference between the
asset’s carrying amount and the sum of the consideration received and receivable is recognized in
profit or loss. In addition, on derecognition of an investment in a debt instrument classified as at
FVTOCI, the cumulative gain or loss previously accumulated in the investments revaluation reserve
is reclassified to profit or loss.

Financial liabilities and equity instruments

Classification as debt or equity

Debt and equity instruments issued by the Company are classified as either financial liabilities or as
equity in accordance with the substance of the contractual arrangements and the definitions of a
financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity
after deducting all of its liabilities. Equity instruments issued by the Company are recognized at
the proceeds received, net of direct issue costs.

Repurchase of the Company’s own equity instruments is recognized and deducted directly in
equity. No gain or loss is recognized in profit or loss on the purchase, sale, issue or cancellation of

the Company’s own equity instruments.

Financial liabilities

Financial liabilities (represented with borrowings, trade and other accounts payable and dividends
payable) are subsequently measured at amortized cost using the effective interest method.

Derecognition of financial liabilities

The Company derecognizes financial liabilities when, and only when, the Company’s obligations are
discharged, cancelled or they expire. The difference between the carrying amount of the financial
liability derecognized and the consideration paid and payable is recognized in profit or loss.
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Financial guarantee contract liabilities.

A financial guarantee contract is a contract that requires the issuer to make specified payments to
reimburse the holder for a loss it incurs because a specified debtor fails to make payments when
due in accordance with the terms of a debt instrument.

Financial guarantee contract liabilities are measured initially at their fair values and, if not
designated as at FVTPL and do not arise from a transfer of an asset, are measured subsequently at
the higher of:

e The amount of the loss allowance determined in accordance with IFRS 9 (see financial assets
above);

e The amount recognised initially less, where appropriate, cumulative amortisation recognised in
accordance with the revenue recognition policies set out above.

When a liability is extinguished for no consideration in the transactions with the parties under
common control, the fair value of the liability extinguished should be recognised as capital
contribution in the statement of changes in equity.

For financial guarantee contracts, the date that the Company becomes a party to the irrevocable
commitment is considered to be the date of initial recognition for the purposes of assessing the
financial instrument for impairment. In assessing whether there has been a significant increase in
the credit risk since initial recognition of a financial guarantee contract, the Company considers the
changes in the risk that the specified debtor will default on the contract.

Dividends. Dividends are recognized in the equity as a reduction in the period in which they are
declared. Dividends that are declared after the reporting date are treated as a subsequent event
and disclosed accordingly. Transactions with shareholders in their capacity as shareholders are
recorded within equity.

Other Distribution. Distributions are recognised in equity when the Entity has irrevocably
committed to transfer cash or non-monetary assets to its Shareholder/Ultimate Shareholder free of
charge and the amount of the commitment can be reliably measured.

Prepaid taxes and taxes payable. Prepaid taxes are stated at their nominal value less an allowance
for estimated irrecoverable amounts. Taxes payable other than income tax are stated at their

nominal value.

Tax assets and liabilities are accumulated on a single tax account with the Revenue Service of
Georgia. The settlement is made on a net basis.

Prepayments to suppliers. Prepayments to suppliers are stated at their cost less an allowance for
irrecoverable amounts.
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4,

CRITICAL ACCOUNTING ESTIMATES, AND JUDGEMENTS IN APPLYING ACCOUNTING POLICIES

In the application of the Company’s accounting policies, which are described in Note 3,
management is required to make judgements, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent from other sources. The estimates
and associated assumptions are based on historical experience and other factors that are
considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and future periods if the revision affects
both current and future periods.

Critical judgements in applying the Company’s accounting policies

The following are the critical judgements, apart from those involving estimations (see below), that
the Company’s management has made in the process of applying the Company’s accounting
policies and that have the most significant effect on the amounts recognised in the financial
statements.

Valuation of financial guarantee obligation - According to the IFRS 9, financial guarantee contract
is initially recognized at fair value and subsequently measured at higher of: a) the amount of loss
allowance for expected credit loss b) the amount initially recognized less cumulative amount of
income. The initial fair value of the guarantee was assessed in reference to the annual guarantee
fee estimate which would be paid by a third party in an arms-length transaction. Expected credit
loss is calculated at the end of each reporting period using 12-month probability of default (PD) of
the underlying debt instruments. Fair value less cumulated amount of recognized income exceeded
the expected credit loss as at 31 December 2021 and 31 December 2020 (Note 19).

Loss Given Default — Under guarantee agreement if borrower fails to cover loan, guarantors are
obliged to repay 100% of remaining loan balance, interest accruals, fines, commissions and all the
financial liabilities arised. Therefore company estimated LGD and EAD as 100%.

Probability Default — As guarantee (Vibro Diagnostic) is not assessed by Moody’s or Fitch, company
decided to apply highest PD rate 8.83% and 8.93% (PD rates of corporate issuers rated lowest —
“Ca-C” by Moody’s Investors Service) in 2021 and 2020, respectively.

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources of estimation uncertainty at the
reporting period that may have a significant risk of causing a material adjustment to the carrying
amounts of assets or liabilities within the next financial year, are discussed below.

Expected Credit Loss. The Company creates expected credit loss to account for estimated losses
resulting from the inability of customers to make the required payments. When evaluating the
adequacy of an expected credit loss, management bases its estimate on current overall economic
conditions, ageing of the receivables, historical write-off experience, customer creditworthiness
and changes in payment terms. Changes in the economy, industry or specific customer conditions
may require adjustments to the expected credit loss recorded in the financial statements.
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As at 31 December 2021 and 2020 expected credit losses amounted to GEL 136 and GEL 3,327,
respectively.

5. RESTATEMENT OF PRIOR YEAR FINANCIAL STATEMENTS

When preparing the financial statements as of and for the year ended 31 December 2021 the
Company identified the following errors relating to previously issued financial statements

a) Financial guarantees issued to Vibro Diagnostik in 2020 (Note 19) were not accounted for in
accordance with IFRS 9 Financial instruments, namely they were not recognized at fair value at
initial recognition and not measured subsequently at the higher of a) the amount of loss
allowance determined in accordance with IFRS 9 impairment and b) the amount initially
recognized less the cumulative amount of income recognised in accordance with the principles
of IFRS 15. As a result, financial guarantee obligations were understated in the total amount of
GEL 13,297 and total shareholders equity understated by GEL 13,021 as at 31 December 2020;
finance income was understated by GEL 966 and foreign exchange loss understated by GEL
1,242 for the year ended 31 December 2020.

During 2021 the management of the Company decided to determine the fair value of financial
guarantee according to IFRS 9 “financial instruments” and restate the prior year financial
figures.

As of 9 June 2020, when the entity becomes a party to the irrevocable commitment, the fair
value of guarantee was determined to be GEL 13,021 using the 2.5% as the quantifier of the
economic benefits for the guarantee issuer.

b) Corrected classification of the presentation of Expected credit losses amount in the statement
of profit or loss and other comprehensive income, and started to present it separately as
required by IAS 1 “Presentation of financial statements” of GEL 508.

The Company has adjusted these errors by restating the comparative amounts for the prior periods
presented in which the errors occurred.

Effects of restatements on the financial statements as at 31 December 2020 and for the year then
ended were as follows:

Statement of Financial Position As previously

reported Restatements As restated
Financial guarantee obligation a) - 13,297 13,297
Total non-current liabilities a) 3,179 13,297 16,476
Total liabilities 15,650 13,297 28,947
Retained earnings a) 27,407 (276) 27,131
Other distribution a) - (13,021) (13,021)
Total equity 27,518 (13,297) 14,221
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Statement of profit or loss and other
comprehensive income
General and administrative expenses

Impairment loss recognized on receivables, net

Finance Income
Foreign exchange loss
Total comprehensive income for the year

Statement of cash flow

Profit before tax for the year

Finance Income

Loss from foreign exchange differences
Net cash inflow from operating activities

REVENUE

As previously

During the year ended 31 December 2021 and 2020 total revenue of the Company consisted of

sales of:

Sales of cigarettes
Rental income

TOTAL

reported Restatements As restated

b) (4,878) 508 (4,370)

b) - (508) (508)

a) 5 966 971

a) (43) (1,242) (1,285)

10,873 (276) 10,597

As previously

reported Restatements As restated
a), b) 10,873 (276) 10,597
a) (5) (966) (971)
a) 43 1,242 1,285
7,612 - 7,612

2021 2020

45,520 34,484

89 91

45,609 34,575

During the years ended 31 December 2021 and 2020, 92% and 99% of the Company’s sales,

respectively, were to related parties.

COST OF SALES

During the year ended 31 December 2021 and 2020, cost of goods sold of the Company consisted

of:

Direct Materials

Direct Labor

Depreciation

Other operating expenses

TOTAL

21

2021 2020
21,785 14,466
1,930 1,566
476 395
499 509
24,690 16,936
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8.

GENERAL AND ADMINISTRATIVE EXPENSES

During the years ended 31 December 2021 and 2020, general and administrative expenses of the

Company consisted of:

Payroll and related charges
Tax expenses

Depreciation and amortization
Insurance expenses

Legal and consulting fees
Bank fee

Other expenses, net

TOTAL

OTHER INCOME AND OTHER EXPENSES

Other income

Contract liabilities write-off
Other non-operating income

TOTAL OTHER INCOME
Other expense

Inventories write-off
Other non-operating expense

TOTAL OTHER EXPENSE

2021 2020
3,396 3,364
224 244
165 328
105 52
74 157
45 53
403 172
4,412 4,370
2021 2020
2,046 -
251 149
2,297 149
- 1,252
135 -
135 1,252

The management of the Company has decided to write off the contract liabilities in amount of GEL

2,046, which were outstanding and for which no claims have been made for three years.
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10. PROPERTY, PLANT AND EQUIPMENT

Cost
As at 1 January 2020

Addition
Disposals

As at 31 December 2020

Addition
Disposals
Transfers

As at 31 December 2021

Accumulated depreciation
As at 1 January 2020

Depreciation for the year
Eliminated on disposals

As at 31 December 2020

Depreciation for the year
Eliminated on disposals
As at 31 December 2021

Carrying value
As at 31 December 2020

As at 31 December 2021

The Company’s property, plant and equipment are pledged under the borrowed funds (Note 15) and issued guarantees agreement (Note 19).

Land Buildings and structures  Machinery and equipment PPE not yet in use Other PPE Total

3,209 12,250 6,260 3,535 382 25,636
- - - - 59 59

- - - - (55) (55)
3,209 12,250 6,260 3,535 386 25,640
- - 19 112 131

- - - (112) (18) (29)

31 (133) 102 -

3,209 12,250 6,310 3,503 470 25,742
- (495) (886) - (60) (1,441)

- (262) (390) - (68) (720)

- - - - 13 13

- (757) (1,276) - (115) (2,148)

- (193) (361) - (43) (597)

- - - - 16 16

- (950) (1,637) - (142) (2,729)
3,209 11,493 4,984 3,535 271 23,492
3,209 11,300 4,673 3,503 328 23,013

PPE not yet in use consists of machinery and equipment, which needs additional installment in order to be ready for use.

23



TBILISI TOBACCO JSC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021
(In thousands of Georgian Lari)

11.

12.

INVESTMENT PROPERTY

Cost

As at 1 January 2020

As at 31 December 2020
As at 31 December 2021

Accumulated depreciation
As at 1 January 2020

Depreciation for the year
As at 31 December 2020

Depreciation for the year
As at 31 December 2021

Carrying value
As at 31 December 2020

As at 31 December 2021

Investment property represents warehouse space which is rented to related party companies
“Geodistribution”, “KSF” and “Tobacco Enterprise”.

Investment
Property

953
953
953

(35)

(32)
(67)

(32)
(99)

886
854

As of 31 December 2021 and 2020 the fair value of investment property approximates its cost.

The Company’s investment property is pledged under the borrowed funds (Note 15) and issued guarantees

agreement (Note 19).

INVENTORY

At 31 December 2021 and 2020 inventory were as follows:

Raw materials
Work-in-process

Finished goods

Total Short-term inventory

Long-term inventory

TOTAL INVENTORY

31 December

31 December

2021 2020
9,777 9,045
216 85
1,007 1,374
11,000 10,504
2,243 1,707
13,243 12,211

The Company has created additional allowance for slow-moving inventory, specifically for cigarette
tubes in amount of nil and GEL 1,252 for the years ended 31 December 2021 and 2020 (Note 9),
respectively. The amounts are shown as other expenses in the statement of profit or loss and other

comprehensive income.
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13.

Long-term inventory consists of spare parts and maintenance consumables, which are separate
items and are used in manufacturing process when needed.

Depreciation expense of GEL 16 and 36 are capitalized on short-term inventory as at 31 December
2021 and 2020, respectively.

The cost of inventories recognised as an expense during the years ended 31 December 2021 and
2020 in respect of continuing operations was GEL 22,027 and GEL 18,213, respectively.
TRADE AND OTHER RECEIVABLE

At 31 December 2021 and 2020 accounts receivable, net of allowance for irrecoverable amounts,
were as follows:

31 December 31 December

2021 2020
Trade receivables 8,639 9,574
Other receivables 130 86
Less: expected credit loss (136) (3,327)
TOTAL 8,633 6,333

99% of trade receivables are related to Geodistribution LLC which represents entity under common
control as at 31 December 2021 and 2020.

Trade receivables include the amounts recognized as revenue, excise tax and value-added-tax

related to these sales.

The impairment recognised represents the difference between the carrying amount of these trade
receivables and the present value of the expected proceeds. The Company does not hold any

collateral over these balances.

Analysis by aging of trade and other receivables is as follows:

- over 90
31 December 2021 - less than 30 - 31 to 90 days days
(GEL’000) Not past due days overdue overdue overdue Total
Estimated total gross carrying
amount at default 8,598 8 7 156 8,769
Lifetime ECL (1) (1) (1) (133) (136)
- over 90
31 December 2020 - less than 30 - 31 to 90 days days
(GEL’000) Not past due days overdue overdue overdue Total
Estimated total gross carrying 6,307 7 7 3339 9,660
amount at default
Lifetime ECL (1) (1) (1) (3,324) (3,327)
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14.

15.

The Company always measures the loss allowance for trade and other receivables at an amount
equal to lifetime ECL. The expected credit losses on trade receivables are estimated using a past
default experience of the debtor and an analysis of the debtor’s current financial position, adjusted
for factors that are specific to the debtors, general economic conditions of the industry in which the
debtors operate and an assessment of both the current as well as the forecast direction of
conditions at the reporting date. The Company has recognised a loss allowance of 100 per cent
against all collectively assessed receivables over 90 days past due because historical experience has
indicated that these receivables are generally not recoverable. For some counterparties, which
were assessed individually, the Company has considered the projected cash flows and determined
the expected credit loss based on it.

The Company writes off a trade receivable when there is information indicating that the debtor is in
severe financial difficulty and there is no realistic prospect of recovery.

The following table shows the movement in lifetime ECL that has been recognised for trade

receivables in accordance with the simplified approach set out in IFRS 9:
Expected credit loss

Balance as at 1 January 2020 2,819
Allowance for impairment, net 508
Balance as at 31 December 2020 3,327
Recovery of impairment losses, net (204)
Write off of previously provisioned balances (2,987)
Balance as at 31 December 2021 136

RETAINED EARNINGS

During the year 2021 and 2020, declared and paid dividends were GEL 13,754 and GEL 11,366,
respectively.

As of 31 December 2021 and 2020, retained earnings equal to GEL 33,437 and GEL 27,131,
respectively.
BORROWED FUNDS

As at 31 December 2021 and 2020 terms and conditions of outstanding borrowed funds were as
follows:

Borrowed funds: ccYy Interest rate Maturity 31 December 2021 31 December 2020

Borrowings from local

financial institutions GEL 12%-15.25% 2021-2024 7,049 8,772
Total borrowed funds: 7,049 8,772
Current 4,018 8,772
Non-current 3,031 -
7,049 8,772
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16.

17.

18.

Movement of borrowings for the year ended 31 December 2021 and 2020 was as follows:

Movement
Net debt at 1 January 2020 5,184
Principal addition 66,685
Interest accrued 509
Principal paid (63,134)
Interest paid (472)
Net debt at 31 December 2020 8,772
Principal addition 123,417
Interest accrued 1,097
Principal paid (125,094)
Interest paid (1,143)
Net debt at 31 December 2021 7,049

CONTRACT LIABILITIES

Contract liabilities include advances received as at 31 December 2021 and 2020 all related to
product sales. The Company recognizes them as contract liability until the goods have been
delivered to the customer. According to the Georgian Civil Law, if the liabilities are outstanding for
three years and there have not been made any claims throughout the period, the liabilities can be
extinguished. The management has exercised the abovementioned right and decided to write off
the contract liabilities in amount of GEL 2,046 (Note 9). For the year ended 31 December 2021 and
2020, finance expense of GEL nil and 224 thousand, respectively and balance of contract liabilities
GEL 3,792 and GEL 3,719, respectively.

TAXES PAYABLE OTHER THAN INCOME TAX
As at 31 December 2021 and 2020 taxes payable other than income tax comprises of VAT payables,

excise payables and other tax payables. Tax assets and liabilities are accumulated on a single tax
account with the Revenue Service of Georgia. The settlement is made on a net basis.

TRADE AND OTHER PAYABLE

Trade and other payable as at 31 December 2021 and 2020 were as follows:

31 December 2021 31 December 2020

Payable to suppliers 3,463 2,382
Salary payable - 7
Other Payables 11 46
TOTAL 3,474 2,435
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FINANCIAL GUARANTEE OBLIGATION

On 9 June 2020, the Company along with Tobacco Holding LLC and Geodistribution LLC (entities
under common control of Smart Capital Production LLC) signed a guarantee agreement with Cartu
Bank JSC. The subject of agreement was to act as a guarantor for Vibro Diagnostik’s (other related
party) two loans from Cartu Bank received on 26 July 2016 and 27 July 2016, respectively. Both
loans have interest rate of 6% in USD and maturity till 26 December 2026. Limit of guarantee for
Geodistribution LLC, Thilisi Tobacco JSC and Tobacco Holding LLC equals to GEL 105,318 (USD
34,000) in total, although, as of 31 December 2021 and as of sign-off date, the amount, for which
the companies are acting as guarantors amounts GEL 48,805 (USD 15,756) and GEL 35,614 (USD
13,182), respectively.

The Company has not received any premium for the issued contract, respectively, the fair value was
determined using a method that quantifies the economic benefit of the guarantee to the holder. As
of the inception of the guarantee contract the rate equaled to 2.5%, which resulted in recognition
of GEL 13,021 financial guarantee obligation in the statement of the financial position of the
Company.

At the end of the reporting period, the management of the Company have assessed the past due
status of the debts under guarantee, the financial position of the debtors as well as the economic
outlook of the industries in which the debtors operate, and concluded that there has not been

a significant increase in the credit risk since initial recognition of the financial guarantee contract.
Accordingly, the loss allowance for financial guarantee contract issued by the Company is measured
at an amount equal to 12-month ECL rate for unrated companies published Moody’s credit agency.

There has been no change in the estimation techniques or significant assumptions made during
the current reporting period in assessing the loss allowance for these financial instruments.

In both years the amount of loss allowance is lower than the premium less cumulative amortisation,
therefore no loss allowance was recognised in profit or loss for the financial guarantee contract.

The movement in the financial guarantee obligation during the year 2021 and 2020 was the
following:

GEL (Restated*)
Initial recognition 13,021
Finance income (966)
Foreign exchange loss, net 1,242
As at 31 December 2020 13,297
Finance income (1,565)
Foreign exchange gain, net (927)
As at 31 December 2021 10,805

* For details refer to Note 5.
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FINANCIAL INSTRUMENTS

Fair value measurements . 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
categorizing 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.

Financial assets carried at amortised cost. The estimated fair value of fixed interest rate
instruments is based on estimated future cash flows expected to be received discounted at current
interest rates for new instruments with similar credit risk and remaining maturity. Discount rates
used depend on credit risk of the counterparty. Carrying amounts of trade receivables and other
financial assets approximate fair values due to their short term maturities.

Liabilities carried at amortised cost. The estimated fair value of fixed interest rate instruments with
stated maturity was estimated based on expected cash flows discounted at current interest rates
for new instruments with similar credit risk and remaining maturity. Management of the Company
considers that the carrying amounts of financial liabilities recorded in the financial statements
approximate their fair values.

The fair value of cash and cash equivalents was determined using level 1 measurement and the fair
value of other financial assets and liabilities were determined using level 3 measurement.

Capital risk management — The Company manages its capital to ensure that Company will be able
to continue as a going concern while maximizing the return to the equity holder through
the optimization of the debt and equity balance.

Management of the Company reviews the capital structure on a regular basis. Based on the results
of this review, the Company takes steps to balance its overall capital structure through the payment
of dividends, new share issues as well as taking of new borrowed funds or redemption of existing
borrowed funds.

Major categories of financial instruments — The Company’s principal financial liabilities comprise
borrowed funds, trade and other payables and financial guarantee obligation. The main purpose of
these financial instruments is to raise finance for the Company’s operations. The Company has
various financial assets such as trade and other receivables, issued loans and cash and cash
equivalents.
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Financial assets
Cash and cash equivalents
Trade and other accounts receivable

Issued loans

Total financial assets

Financial liabilities
Borrowed Funds
Trade and other accounts payable

Financial guarantee obligation

Total financial liabilities

31 December 2021 31 December 2020
37 95

8,633 6,333

566 -

9,236 6,428

31 December 2021

31 December 2020

7,049 8,772
3,474 2,435
10,805 13,297
21,328 24,504

The main risks arising from the Company’s financial instruments are foreign currency, geographical

risk, interest rate, credit and liquidity risks.

Geographical risk. The Company’s assets are mainly located in Georgia and its business plans are
critically dependent on the stability and rule of law in the country. Georgia continues to display
certain characteristics of an emerging market. As such, the Company is exposed to any
deterioration of the business or legal environment within the country.

The geographical concentration of assets and liabilities is set out below:

Other 31 December
non-OECD OECD 2021

Georgia countries countries Total
FINANCIAL ASSETS
Cash and cash equivalents 37 - - 37
Trade and other accounts receivable 8,633 - - 8,633
Issued loans 566 - - 566
TOTAL FINANCIAL ASSETS 9,236 - - 9,236
FINANCIAL LIABILITIES
Borrowings 7,049 - - 7,049
Trade and other accounts payable 101 3,227 146 3,474
Financial guarantee obligation 10,805 - - 10,805
TOTAL FINANCIAL LIABILITIES 17,955 3,227 146 21,328
NET POSITION (8,719) (3,227) (146) (12,092)
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Other 31 December
non-OECD OECD 2020

Georgia countries countries Total
FINANCIAL ASSETS
Cash and cash equivalents 95 - - 95
Trade and other accounts receivable 6,333 - - 6,333
TOTAL FINANCIAL ASSETS 6,428 - - 6,428
FINANCIAL LIABILITIES
Borrowings 8,772 - - 8,772
Trade and other accounts payable 56 1,903 476 2,435
Financial guarantee obligation 13,297 - - 13,297
TOTAL FINANCIAL LIABILITIES 22,125 1,903 476 24,504
NET POSITION (15,697) (1,903) (476) (18,076)

Foreign currency risk — Currency risk is the risk that the financial results of the Company will be
adversely impacted by changes in exchange rates to which the Company is exposed. The Company
undertakes certain transactions denominated in foreign currencies. The Company does not use any
derivatives to manage foreign currency risk exposure.

As of 31 December 2021 and 2020 the Company did not have assets denominated in foreign
currency.

As of 31 December 2021 and 2020 financial liabilities denominated in USD comprised of Trade and
other payables in amount of GEL 3,369 and GEL 2,375, respectively, and financial guarantee
obligation in amount of GEL 10,805 and GEL 13,297, respectively.

The table below details the Company’s sensitivity to strengthening/weakening of functional
currency against foreign currencies by 20% as at 31 December 2021 and 2020. The analysis was
applied to monetary items at the reporting date denominated in respective currencies.

As at 31 December 2021 USD impact

GEL/USD + 20% GEL/USD - 20%
Profit/(loss) before tax (2,834) 2,834
As at 31 December 2020 USD impact

GEL/USD +20% GEL/USD - 20%
Profit/(loss) before tax (3,134) 3,134

Interest rate risk — Interest rate risk is the risk that changes in floating interest rates will adversely
impact the financial results of the Company. The Company has limited exposure to the interest rate
risk as Company borrowed funds at only fixed interest rates.
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Limitations of sensitivity analysis

The above tables demonstrate the effect of a change in a key assumption while other assumptions
remain unchanged. In reality, there is a correlation between the assumptions and other factors. It
should also be noted that these sensitivities are non-linear, and larger or smaller impacts should
not be interpolated or extrapolated from these results.

The sensitivity analysis do not take into consideration that the Company’s assets and liabilities are
actively managed. Additionally, the financial position of the Company may vary at the time that any
actual market movement occurs. For example, the Company’s financial risk management strategy
aims to manage the exposure to market fluctuations. As investment markets move past various
trigger levels, management actions could include selling investments, changing investment portfolio
allocation and taking other protective action. Consequently, the actual impact of a change in

the assumptions may not have any impact on the liabilities, whereas assets are held at market
value on the balance sheet. In these circumstances, the different measurement bases for liabilities
and assets may lead to volatility in equity.

Other limitations in the above sensitivity analyses include the use of hypothetical market
movements to demonstrate potential risk that only represent the Company’s view of possible near-
term market changes that cannot be predicted with any certainty; and the assumption that all
interest rates move in an identical fashion.

Credit risk. The Company is exposed to credit risk, which is the risk that a counterparty will not be
able to pay in full when due.

The carrying amount of accounts receivable and the total of cash and cash equivalents represent
the maximum amount exposed to credit risk. Although collection of receivables could be influenced
by economic factors, management believes that there is no significant risk of loss to the Company
beyond the allowance already recorded.

The concentration of credit risk is high due to the fact, that the customer base is small and related.
As at 31 December 2021 and 2020, 99.9% of trade and other receivables are from related parties.
During 2021 and 2020 revenue generated from related parties represents 92% and 99% of total
sales.

In addition, the Company is exposed to credit risk in relation to financial guarantees given to the
other related party as described in Note 19. The Company’s maximum exposure in this respect is
the maximum amount the Company could have to pay if the guarantee is called on.

As at 31 December 2021 and 2020, an amount of GEL 4,309 and GEL 5,114 has been estimated

as a loss allowance in accordance with IFRS 9, however, no loss allowance was recognised in profit
or loss because the fair value less cumulative amount recognised in profit or loss was higher than
the expected amount of loss allowance.

Liquidity risk. Liquidity risk is the risk that the Company will not be able to settle all liabilities as
they are due. The following tables detail the Company's remaining contractual maturity for its non-
derivative financial liabilities with agreed repayment periods as at 31 December 2021 and 2020.

The tables have been drawn up based on the undiscounted cash flows of financial liabilities based
on the earliest date on which the Company can be required to pay.
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21.

The amounts included in the following table for financial guarantee contracts are the maximum
amount the Company could be forced to settle under the arrangement for the full guaranteed
amount if that amount is claimed by the counterparty to the guarantee. Based on expectations

at the end of the reporting period, the Company considers that it is more likely than not that no
amount will be payable under the arrangement. However, this estimate is subject to change
depending on the probability of the counterparty claiming under the guarantee which is a function
of the likelihood that the financial receivables held by the counterparty which are guaranteed suffer

credit losses.

Less than 1 1-3 3 monthsto 1
month months year 1+ years Total
31 December 2021
Trade and other accounts payable 1,341 2,133 - - 3,474
Borrowed funds 221 442 4,225 4,081 8,969
Financial guarantee obligation 774 1,549 6,970 47,996 57,289
2,336 4,124 11,195 52,077 69,732
Less than 1 1-3 3 monthsto 1
month months year 1+ years Total
31 December 2020
Trade and other accounts payable 1,873 562 - - 2,435
Borrowed funds 135 170 9,110 - 9,415
Financial guarantee obligation 737 1,474 6,717 57,289 66,217
2,745 2,206 15,827 57,289 78,067

RELATED PARTY TRANSACTIONS

Related parties include owners, affiliates and entities under common ownership and control with

the Company and members of key management personnel. Related parties may enter into

transactions which unrelated parties might not, and transactions between related parties may not

be effected on the same terms and conditions as transactions between unrelated parties.

In considering each possible related party relationship, attention is directed to the substance of
the relationship, and not merely the legal form. The Company had the following balances with

related parties:

As of 31 December 2021 and for the year ended 31 December

Trade and other account receivables
Issued loans

Financial guarantee obligation
Revenue

Finance Income

Foreign exchange gain

2021
Entities under
common control Other Total

8,623 8 8,631

- 566 566

- 10,805 10,805

42,078 31 42,109

- 1,631 1,565

- 927 927
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As of 31 December 2020 and for the year ended 31 December

2020
Entities under
common control Other Total
Trade and other account receivables 6,323 8 6,331
Financial guarantee obligation - 13,297 13,297
Revenue 34,229 31 34,260
Finance Income - 966 966
Foreign exchange gain - 1,242 1,242

Compensation of key management personnel

The remuneration of key management personnel during the year 2021 and 2020 were short-term
benefits equal to GEL 1,286 and GEL 1,141, respectively.

CONTINGENCIES AND COMITMENTS

Financial Guarantees — On 9 June 2020, the Company along with Tobacco Holding LLC and
Geodistribution JSC (entities under common control of Smart Capital Production LLC) signed an
guarantee agreement with Cartu Bank JSC. The subject of agreement was to act as a guarantor for
Vibro Diagnostik’s (other related party) two loans from Cartu Bank received on 26 July 2016 and 27
July 2016, respectively. Both loans have interest rate of 6% and maturity till 26 December 2026. As
at 31 December 2021 and 2020 financial guarantee obligation amounts GEL 10,805 and GEL 13,297,
respectively, (Note 19).

Limit of guarantee for Geodistribution LLC, Thilisi Tobacco JSC and Tobacco Holding LLC equals to
GEL 105,318 (USD 34,000) in total, although, as of 31 December 2021 and as of sign-off date, the
amount, for which the companies are acting as guarantors amounts GEL 48,805 (USD 15,756) and
GEL 35,614 (USD 13,182), respectively. Under the guarantee agreement the property and
equipment of Thilisi Tobacco JSC is collateralized.

Legal proceedings - In September 2020 a lawsuit has been commenced against the Company
regarding the violating the patent rights related to unfiltered tobacco and compensation of GEL
50,000 was requested. The litigation is active as of 31 December 2021 and 2020 and in subsequent
period. The management of the Company has performed the legal case analysis and concluded that
the outflow from abovementioned lawsuit is not probable.

Taxes — Georgian tax legislation in particular may give rise to varying interpretations and
amendments. In addition, as management’s interpretation of tax legislation may differ from that of
the tax authorities,

transactions may be challenged by the tax authorities, and as a result the Company may be
assessed additional taxes, penalties and interest. The years 2019-2021 remains open to review by
the tax authorities.

Operating environment — Emerging markets such as Georgia are subject to different risks than more

developed markets; these include economic, political and social, and legal and legislative risks. Laws
and regulations affecting businesses in Georgia continue to evolve rapidly with tax and regulatory
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24,

frameworks subject to varying interpretations. The future direction of Georgia’s economy is heavily
influenced by the fiscal and monetary policies adopted by the government, together with
developments in the legal, regulatory, and political environment.

For the last few years Georgia has experienced a number of legislative changes, which have been
largely related to Georgia’s accession plan to the European Union. Whilst the legislative changes
implemented during 2016-2021 paved the way, more can be expected as Georgia’s action plan for
achieving accession to the European Union continues to develop.

In addition to that, starting from early 2020 a new coronavirus disease (COVID-19) has begun
rapidly spreading all over the world resulting in announcement of the pandemic status by the
World Health Organization in March 2020. Responses put in place by many countries to contain the
spread of COVID-19 are resulting in significant operational disruption for many companies and have
significant impact on global financial markets. As the situation is rapidly evolving it may have a
significant effect on business of many companies across a wide range of sectors, including, but not
limited to such impacts as disruption of business operations as a result of interruption of
production or closure of facilities, supply chain disruptions, quarantines of personnel, reduced
demand and difficulties in raising financing. However, COVID-19 pandemic has not affected the
Company’s operations, since the retail shops, which represent the clients of the Company were
subject to the minor restrictions by the government. The significance of the effect of COVID-19 on
the Company’s business largely depends on the duration and the spread of the pandemic on the
global and Georgian economies.

EVENTS AFTER THE REPORTING PERIOD

On 21 February 2022, the President of Russia signed the executive orders on the recognition of the
Donetsk People’s Republic and the Lugansk People’s Republic. On 24 February 2022 Russia started
invasion of Ukraine, which escalated to full-scale war between the countries.

Subsequent to these events, the US, UK, EU and other countries announced an extension of sanctions
on certain Russian officials, businessmen and companies. These developments may result in reduced
access of the Russian businesses to international capital and export markets, weakening of the
Russian Ruble, decline in capitals markets and other negative economic consequences.

Management of the Company is monitoring developments in the economic and political situation
and taking measures it considers necessary in order to support the sustainability and development
of the Company’s business for the foreseeable future. However, the consequences of these events
and related future changes may have a significant impact on the Company’s operations

In 2021 the Company declared and paid dividends which amounted GEL 7,090.

APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved by the Management and authorized for issue on 15 August
2022.
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THE ENTITY’S BUSINESS DEVELOPMENT, PERFORMANCE AND POSITION

Thilisi Tobacco JSC is a leading manufacturer of tobacco products in Georgian market. The Company’s
most powerful brand Pirveli is one of the top three selling brands in Georgia.

The company is operating since 1998 and serves as one of the biggest domestic manufacturers of
tobacco products in Georgian market. Manufacturing facility of the Company is located in capital, Thilisi.
During the years of steady operations company gained the reputation of stable and reliable partner by
any means. Company contributes to the development of the national economy by employing local
professionals. The year 2011 saw the substitution in the executive management board after which
company business structure was converted from LTD to the Joint Stock Company.

The Company sells two types of products: Tobacco and Cigarettes.
Tobacco products

In the second half of 2019 excise tax increased significantly, which reduced the availability of cigarettes
and its overall market. This challenge was successfully responded by the Company, by producing packed
tobacco, which was first on the market. The Company offers tobacco of different quality and price. The
main tobacco products are described below:

Tobacco Pirveli — This product was launched in November 2019. It is represented in two labels, red and
blue and in two sizes of 50gr and 100gr. These tobaccos are distinguished for its unique taste and
available price. It serves as an example of the correlation between high quality and reasonable price.

Tobacco Rio - This product was launched in November 2019 and is represented in two sizes: 50gr and
100gr. Unique blend of Rio ensured its quick penetration into the Georgian market.

Tobacco American Gold - This product was launched in December 2019 and is represented in two sizes:
50gr and 100gr. American Gold with its competitive price and high quality tobacco gained significant
number of smokers from the very start of launching.

Tobacco British Royal - This product was launched in July 2020 and is represented in two sizes of50gr
and 100gr. British Royal is the highest quality tobacco, which gained popularity from the very start of
launching.

Cigarettes

Pirveli is the first Georgian cigarette brand. Owing to the high quality of the product and availability all
over the country it firmly established itself on the market and has large number of loyal smokers.

Cigarettes Pirveli Inter Red - Pirveli Inter represents one of the top selling brands on Georgian market.
Pirveli Inter is the first brand which was introduced to the customers by our company. Pirveli Inter is
represented by Pirveli Inter Red and Cigarettes Pirveli Inter Blue. These two labels differ according to
their consistence.

Cigarettes Pirveli Premium Blue - The Pirveli brand family was enlarged by introducing Pirveli Premium.
Basing on high quality tobacco and already established belief to the Pirveli brand, Pirveli Premium quickly
gained loyalty of the consumers and became one of the most successful brands in Georgian market.
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With the distribution net spread all over the country, products of the Company are available in all regions
of Georgia. Distribution services are exclusively provided by Geodistribution LLC. Constant improvements
of the existing products and implementation of new brands corresponding to the demands of the
consumers are the integral parts of corporate management strategy.

The Company competes primarily on the basis of product quality, brand recognition, brand loyalty, taste
and retail price.

The Company’s strategy is to produce and sell high quality tobacco products to its customers. In order to
achieve its main goal, the Company imports top quality tobacco leaves from the leading suppliers
worldwide.

Key Financial and Non-Financial Indicators of the Company

(Amounts expressed in thousands of GEL)

In 2021 the Company recorded revenue of GEL 45,609 (2020: GEL 34,575). The gross profit margin
comprised 46% in 2021 (2020: 51%).

2021 2020
Revenue 45,609 34,575
Gross profit 20,919 17,639
Net profit 20,060 10,597
Gross profit (%) 46% 51%
Net profit (%) 44% 31%
Return on Assets 46% 27%
Current ratio 2.28 14

Information on the Company's acquisition of its own shares during the reporting period
The Company acquired no shares in 2021 or 2020.

Overview of financial and non-financial risks of the company and appropriate mechanisms for risk
management

Risk management within the Company is carried out in relation to financial, operational and legal risks.
One of the components of financial risk is credit risk, which is the risk that a counterparty will not be able
to pay in full when due. Financial assets, which potentially subject the Company to credit risk, consist
principally of loans issued, trade receivables and cash and cash equivalents. The Company has
procedures in place to ensure that goods are supplied to customers with an appropriate credit history, or
alternative payment procedures are put in place otherwise (for example, advance payments). The
carrying amount of accounts receivable and the total of cash and cash equivalents represent the
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maximum amount exposed to credit risk. Although collection of receivables could be influenced by
economic factors. The Management believes that there is no significant risk of loss to the Company other
than as a provision for impairment of financial assets.

Market risk. The Company takes on exposure to market risks. Market risks predominantly relate to the
prices of goods determined by the market forces and thus setting limits on the price that can be charged
to the customer. Despite the Company having certain influence over the setting of prices for the
Georgian Market, its power is limited by actions of competitors such as main importers of the tobacco
products and Georgian Tax Authorities imposing/increasing taxes on the tobacco products.

Management sets limits on the value of risk that may be accepted, which are monitored on a regular
basis. However, the use of this approach may not prevent losses beyond these limits in the event of
more significantly unfavorable market movements.

Geographic risk. The Company's assets are located in Georgia. The country continues to display some
features of the emerging market. As such, the Company is exposed to risks of deteriorating business
environment in Georgia.

Currency risk. In relation to currency risk, the Management sets limits on the level of risk in the currency
and on the whole. Positions are monitored on a monthly basis.

Liquidity risk. Prudent liquidity risk management implies maintaining sufficient cash and the availability
of funding with an adequate amount of committed credit facilities.

The Company manages liquidity risk by maintaining access to the debt capital and by continuously
monitoring forecasted and actual cash flows. Cash flow forecasting is performed in the operating entities
of the Company and aggregated by Company finance. Company’s finance department monitors the
Company's liquidity requirements to ensure it has sufficient cash to meet operational needs while
maintaining sufficient headroom on its undrawn committed borrowing facilities at all times so that the
Company does not breach borrowing limits.

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 make the necessary and adequate changes.

COVID 19 Risk. Disruption of business operations as a result of interruption of production or closure of
facilities, supply chain disruptions, quarantines of personnel, reduced demand and difficulties in raising
financing. The management takes all actions and recommendations from health organisations, to ensure
that the business operations satisfy the COVID 19 related law requirements and the Company continues
to operate.

Consumption of tax-paid cigarettes continues to decline. This decline is due to multiple factors,
including increased taxes and pricing, governmental actions, the diminishing social acceptance of
smoking, continuing economic and geopolitical uncertainty. Cigarettes are subject to substantial taxes.
Significant increases in cigarette-related taxes have been proposed or enacted and are likely to continue
to be proposed or enacted in numerous jurisdictions. These tax increases may disproportionately affect
our profitability and make us less competitive versus certain of our competitors. The management
closely monitors the consumption trend and plans to maintain the quality and introduce new range of
products in order to increase the market share and state competitive. The management performs daily
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analysis of the sales and makes projection related to the cigarette-related taxes in order to develop the
sustainability plan for the future periods.

FUTURE OUTLOOK

Spreading the Covid 19 pandemic had a significant negative impact on the world economy and country-
specific measures. The Company’s operations have not significantly impacted due to regulations related
to COVID 19. The Company has considered all recommendations and law requirements to ensure that its
operations are permitted.

The Company plans to expand its portfolio by developing products customized for international markets.
These products are believed to increase market share and increase revenue.
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