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PANALPINA GEORGIA LLC

STATEMENT OF MANAGEMENT'S RESPONSIBILITIES FOR THE PREPARATION
AND APPROVAL OF THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31

DECEMBER 2018

Management is responsible for the preparation of the preliminary financial statements that present the
financial position of Panalpina Georgia LLC (the “"Company”) as at 31 December 2018 and 31 December
2017, and the resuits of its operations and changes in equity for the year ended 31 December 2018, in
accordance with the basis of preparation set out in Note 2.

In preparing the financial statements, management is responsible for:

L]

Properly selecting and applying accounting policies;

Presenting information, including accounting policies, in @ manner that provides relevant, reliable,
camparable and understandable information;

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

Management is alsc responsible for:

&

-

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 preliminary financial statements of the
Company comply with the basis of preparation set out in Note 2;

Maintaining statutory accounting records in compliance with tocal fegislation and accounting
standards;

Taking such steps as are reasonably available to them to safeguard the assets of the Company;
and

Détec{ing and preventing fraud and other irregularities.

The preliminary financial statements of the Company for the year ended 31 December 2018 were
approved by Management on 30 August 2019,

On behalf of the Management:

Olivier Le Hen

—I.;:@ter Paul Keller -

Director Head of Finance

30 August 2019 30 August 2019



PANALPINA GEORGIA LLC

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREMENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2018

(in GEL)

Note 2018 = 2017
Forwarding revenue 6 825,338 3,828,289
Forwarding expense ... (491,850)  (2,165,399)
Gross profit _....333.487 = 1,662,891
General and administrative expenses 7 (410,367) (948,843)
Provisions 12 TR
Profit/(Loss) from operating activities ... (76,879) 714,048
Foreign exchange losses 27,960 {498,013}
Profit/(Loss) before tax ____ (48,919 216,035
Income tax expense s - (131,112)
Profit/{Loss) for the year (48,919) 84,922
Other comprehensive income g - o
Total comprehensive income/ {(loss} for the
year (48,919)

84,922

On behalf of the Management:

 Olivier Le Hen Dieter Paul Keller
Director Head of Finance

30 August 2019 30 August 2019

The notes on pages 8-19 form an integral part of these preliminary financial statements



PANALPINA GEORGIA LLC

PRELIMINARY STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2018

(in GEL)
31 December 31 December
Note .. 2018 N
Assets
Property, plant and equipment .. 528 22403
Non-current assets 5,280 22,403
Trade and other receivables 8 322,686 886,942
Due from related parties 14 (2,742) 1,050,244
Cash and cash equivalents g 614,155 2,496,487
Current assets . 934,099 4,433,672
TOTAL ASSETS o ....939,379 4,456,075
Equity
Charter capital 10 10,625 10,625
Retained earnings .. 130,570 ... 178,489
TOTAL EQUITY .. 1arass 190,114
Current liabilities
Trade and other payables 11 343,166 245,228
Provisions 12 - 3,466,480
Due to related parties 14 346,554 428,597
Accruals for employee benefits 72,548 90,197
Current income tax payable i D IAR, e IDASD
TOTAL LIABILITIES 798,184 4,265,961
TOTAL EQUITY AND LIABILITIES i 939,379 4,456,075

On behalf of the Ma

gement:

AT

Birector

pieter Paul Keller
Head of Finance

30 August 2019 30 August 2019

The notes on pages 5-14 form an integral part of these financial statements




Balance at 31 December 2017
(restated in GEL)

(Loss) for the year
Dividends declared and paid

Balance at 31 December 2018

On behalf of the Mdnagement:

" Olivier
Director

30 August 2019

Charter

_ Capital

10,625

10,625

Retained
earnings

179,489

(48,919)

130,570

‘Dieter Paul Keller
Head of Finance

30 August 2019

The notes on pages 5-14 form an integral part of these financial statements

o YUR VPR LI R S

Total

180,114

(48,919)

141,195
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JALPINA GEORGIA LLC

OTES TO THE FINANCIAL STATEMENTS
cOR THE YEAR ENDED 31 DECEMBER 2018

'—‘Q_i"—ggﬂl:} i — e At o e e e 20 T T —

ORGANISATION

The Company is 100% owned by Panalpina Central Asia, member of Panalpina Group and
operates under commercial registration number 10/5/8-08 dated in 04/03/2003.

The ultimate controlling party of the Company is Panaipina World Transport Holding Ltd
{the "Group”). Panalpina World Transport Ltd is a8 limited company incorporated and
domiciled in Basel, The registered address is Viaduktstrasse 42, 4002 Basel, Switzerland
The Company shares are publicly traded and listed on the SIX Swiss Exchange in Zurich,

The Company is engaged in providing freight forwarding services in connection with
the transportation of goods through marine, air and road transport,

The registered office of the Company Karvasla Mall 3th Floor, T.Dadiani Street, 7, 0101,
Thilisi, Georgia.

BASIS OF PREPARATION

These financial statements have been prepared in order to assist the Company in adoption
of International Financial Reporting Standard ("IFRS") as at 31 December 2018,

These financial statements have heen prepared on the historical cost basis except for the
measurement at fair value of certain financial instruments, as explained in the accounting
policies below. Historical cost is generally based on the fair value of the consideration given
in exchange for goods and services,

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 the price is directly observable or estimated using another valuation technique.
In estimating the fair value of an asset or a Hability, the Company takes into account the
characteristics of the asset and 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.

In addition, for financial reporting purposes, fair value measurements are categorized into
Level 1, 2 or 3 based on the degree to which the inputs to the fair value measurements are

ebservable and the significance of the inputs to the fair value measurement in its entirely,
which are described as follows:

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

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

*  Level 3 inputs are unobservable inputs for the asset or hability.

Functional and presentation currency

These separate financial statements are presented in Georgian Lari {GEL), which is
the Company's reporting currency.

The principal accounting policies are set out in Note 4.
GOING CONCERN

These separate financial statéments have been prepared on the assumption that
the Company is not a going concern and the entity plans to cease trading subseqguent the
end of the reporting period. In making this judgment, management considered current
plans and financial position of the Company. The significant part of forwarding revenue
were denerated under several aareements fram  the Camnanv'c  laraect  coebmmmor



PANALPINA GEORGIA LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

s N R S -

The contractual terms of all of these agreements, which previded a substantial portion of
the Company’s revenues with that customer, expired in 2017 and 2018 and the contracts
with that customer were not renewed. Lack of contracts and no future cash inflows raised
significant doubt on ability to continue as a going concern. Hence, these separate financial
statements have been prepared on a basis other than that of a going concern, which
includes, where appropriate, writing down the entity's assets to net realisable value,

The company has graduaily winded down its activities in an orderly fashion, handed over
the current business to an appointed agent and reconsiders its position in Georgia.

SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies are set out below.

Revenue

Revenue from forwarding services is recognised in the accounting period when

the transaction is completed, the amount of revenue can be measured reliably and it is
probable that the economic benefits associated with the transaction will flow to

the Company.

Forwarding services with a longer period of delivery are recognised in the accounting
period in which the service is rendered, by reference to completion of the specific
transaction assessed on the basis of the actual service provided as a proportion of the total
services to be provided.

Work-in-progress

Work in progress represents the unbilied forwarding revenue at the year-end. These are

capitalised as work in progress only if these can be recovered from the customer. Work-in-
progress is included under trade and other receivables,

Employee benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are
expensed as the related service is provided, A liability is recognised for the amount
expected to be paid under short-term cash bonus or profit-sharing plans if the Company
has a present legal or constructive obligation to pay this amount as a result of past service
provided by the employee, and the obligation can be estimated raliably,

Foreign currency transactions

In preparing preliminary financial statements, transactions in currencies other than the
Company's reparting currency (foreign currencies) are recognised at the rates of exchange
prevailing by National Bank of Georgia at the dates of the transactions. At the end of each
reporting period, monetary items denominated in foreign currencies are retranslated at the
rates prevailing by National Bank of Georgia at that date. Non-monetary items carried at
fair value that are denominated in foreign currencies are retranslated at the rates
prevailing by National Bank of Georgia at the date when the fair value wae determined.
Non-ronetary items that are measured in terms of historical cost in 2 foreign currency are
not retransiated.

Financial instruments

The Company initially recognises loans and receivables on the date that they are
originated. All other financial assets and financial liabilities are recognised initiatly on
the trade date at which the Company becomes a party to the contractual provisions of
the instrument.



PANALPINA GEORGIA LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(in GEL)

The Company derecognises a financial asset when the contractual rights to the cash flows
from the asset expire, or it transfers the rights to receive the contractual cash flows on
the financial asset in a transaction in which substantially all the risks and rewards of
ownership of the financial asset are transferred. Any interest in transferred financial assets
that is created or retained by the Company is recognised as an asset or liability.

The Company derecognises a financial liability when its contractual obligations are
discharged or cancelled or expire. Financial assets and liabilities are offset and the net
amount presented in the statement of financial position when, and only when,

the Company currently has a legally enforceable right to set off the recognised amounts
and intends either to settle on a net basis or to realise the asset and settle the liability
simultaneously. The Company currently has a legally enforceable right to set off if that
right is not contingent on a future event and enforceable both in the normal course of
business and in the event of default, insolvency or bankruptcy of the Company and all
counterparties.

Loans and receivables

Loans and receivables are a category of financial assets with fixed or determinable
payments that are not quoted in an active market. Such assets are recognised initially i
at fair value plus any directly attributable transaction costs. Subsequent to initial

recognition foans and receivables are measured at amortised cost using the effective

interest method, less any impairment losses.

Loans and receivables category comprise the following classes of financial assets: trade
and other receivables and cash and cash equivalents (cash balances in banks),

Financial liabilities

The Company classifies non-derivative finoncial liabilities into the other financial labllities
Category. Such financial liabilities are recognised initially at fair value less any directly
attributable transaction costs. Subsequent to initial recognition, these financial liabilities
are measured at amortised cost using the effective interest method,

Other financial liabilities comprise loans and borrowings and trade and other payables,

Impairment

A financial asset is assessed at each reporting date to determine whether there is any
objective evidence that it is impaired. A financial asset is impaired if objective evidence
indicates that a loss event has occurred after the initial recognition of the asset, and that
the loss event had a negative effect on the estimated future cash flows of that asset that
can be estimated reliably.

Objective evidence that financial assets are impaired can include default or delinquency by
a debtar, restructuring of an amount due to the Company on terms that the Company
would not consider otherwise, indications that a debtor or issuer will enter bankruptcy,
adverse changes in the payment status of borrowers or issuers in the Company, economic
conditions that correlate with defaults, the disappearance of an active market for a security
or observable data indicating that there is measurable decrease in expected cash flows
from a group of financial assets.

Loans and receivables

The Company considers evidence of impairment for loans and receivables at both a specific
asset and collective level, All individually significant loans and receivables are assessed for
specific impairment. All individually significant loans and receivables found not to be
specifically impaired are then collectively assessed for any impairment that has been ;
incurred but not yet identified. Loans and receivables that are not individually significant
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are collectively assessed for impairment by grouping tegether loans and receivables with
similar risk characteristics,

In assessing collective impairment the Company uses historical trends of the probability of
default, timing of recoveries and the amount of loss incurred, adjusted for management's
judgement as to whether current economic and credit conditions are such that the actual
losses are likely to be greater or less than suggested by historical trends.

An impairment loss in respect of a financial asset measured at amortised cost is caleulated
as the difference between its carrying amount, and the present value of the estimated
future cash flows discounted at the asset’s original effective interest rate. Losses are
recognised in profit or loss and reflected in an allowance account. Interest on the impaired
asset continues to be recognised through the unwinding of the discount. When

& subsequent event causes the amount of impairment loss to decrease, the decrease in
impairment 10ss is reversed through profit or loss.

Non-financial assets

The carrying amounts of the Company’s non-financial assets, other than inventories and
deferred tax assets are reviewed at each reporting date to determine whether there is any
indication of impairment. If any such indication exists, then the asset’s recoverable amount
is estimated. An impairment loss is recegnized if the carrying amount of an asset exceeds
its estimated recoverable amount.

For the purpose of impairment testing, assets that cannot be tested individually ara
grouped together into the smallest group of assets that generates cash inflows from
continuing use that are largely independent of the cash inflows of other assets or CGU,
The Company’s corporate assets do not generate Preliminary cash inflows and are utilised
by more than one CGU. Corporate assets are allocated to CGUs on a reasonable and
consistent basis and tested for impairment as part of the testing of the CGU to which

the corporate asset is allocated,

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

An impairment loss is recoanised if the carrying amount of an asset or its related cash-
generating unit (CGU) exceeds its estimated recoverableé amount,

Impairment losses are recognised in profit or jgss, Impairment losses recognised in respect
of CGUs reduce the carrying amounts of the other assets in the CGU (group of CGUs) on

a pro rata basis,

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

Provisions

A provision is recognised if, as a result of a past event, the Company has a present legal or
constructive obligation that can be estimated reliably, and it is probable that an autflow of
ecanomic benefits will be required to settle the obligation. Provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and the risks specific to the liability.

The unwinding of the discount is recognised as finance cost.

Lease payments
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Payments made under operating leases are recognised in profit or loss on a straight-line
basis over the term of the lease. Lease incentives received are recognised as an integral
part of the total lease expense, over the term of the lease.

Income tax

In May 2016, the parliament of Georgia appraved a change in the current corporate
taxation model, with changes applicable on 1 January 2018 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, 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::

s  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 definad in the tax

code.

Income tax on distributed profits is recognized 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
expacted to be obtained from or paid to tax authorities,

Tax imposed on the areas other than distributed profits as described above is recorded
under "Taxes and duties” in the statement of profit and Joss.

Az o result of the new legislation the Company ceased recognising income tax expense
when profits are earned and will only incur income tax charges in the event of a
distribution of profits.

Value added tax ('VAT)

Output VAT related to sales is payable to tax authorities upon delivery of the goods to
customers. Input VAT is generally recoverable against output VAT upon receipt of the VAT
invoice, The tax authorities permit the settiement of VAT on a net basis. VAT related to
sales and purchases is recognised in the statement of financial position on a net basis and
disclosed as either an asset or a liability. Where provision has been made for impairment of
receivables, impairment loss is recorded for the gross amount of the debtor, including VAT.

Charter Capital

Charter capital is a residual interest in the assets of a Company after deducting all of its
liabitities. Charter capital if the Company is recognised at the procesds received, net of
direct issue costs.

5. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

The Company makes estimates and assumptions that affect the amounts recognised in the
preliminary financial statements and the carrving amounts of assets and liabilities within
the next financial year. Estimates and judgements arg continually evaluated and are based
an management’s experience and other factors, including expectations of future events
that are believed to be reasonable under the circumstances,

Management also makes certain judgements, apart from those involving estimations, in
the process of applying the accounting policies, Below are the judgements that have the
most significant effect on the amounts recognised in the preliminary financial statements
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and estimates that can cause 3 significant adjustment to the carrying amount of assets
and liabilities within the next financial year.

Initial recognition of related party financing transactions

In the normal course of business the Company enters into financing transactions with its
related parties. Judgement is applied in determining if transactions are priced at lower
market or non-market interest rates, where there is no active market for such

transactions. The basis for judgement is pricing for similar types of transactions with
unrelated parties and effective interest rate analysis,

FORWARDING REVENUE

During the vear ended 31 December 2018, substantial portion of forwarding revenues were
generated under agreements for freight management services with the Company's largest
customer that represents significant concentration,

GENERAL AND ADMINISTRATIVE EXPENSES

— - V- ;. 7

Personnel expenses 345,732 647,452
Rent expenses 52,212 78,827
Depreciation and amortisation 16,458 28,785
Other expenses i, 103700
. 41G.367 948,843

TRADE AND OTHER RECEIVABLES

31 December 31 December

———tlg 2017
Trade receivables 79,504 583,331
Less: provision for doubtful debts s w0, oY ¥
Total trade receivables R _}9150? . SSGﬁiZ
Unbilled amounts due from customer under forwarding
revenue contract 33,989 144,993
Other receivables 209,292 185,501

Trade and other receivables ‘322,§§§ .....886942

e e,

The Company’s exposure to credit and currency risk and impairment losses related to trade
and other receivables are disclosed in Note 14.

CASH AND CASH EQUIVALENTS

31 Dacember 31 December

2018 2017
Cash at bank in USD 581,326 2,447,449
Cash at bank in GEL o ...32,828 49,038
o 814,155 2,496,487

16. CHARTER CAPITAL
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12.

13.

14,

As at 31 December 2017 and 31 December 2018, charter capital of the Company is 5,000
USD (10,625 GEL). Entire amount of the charter capital and, therefore, 100% of the share
in the Company is owned by Panalpina Centrat Asia.

During the year 2018 the Company declared and paid 0 dividends,

TRADE AND OTHER PAYABLES

31 December 31 December
e BOR8 . BOAY. ——
Trade payables 37,254 26,366
Other payables and accruals e 305912 ..218,862
343,166 245,228

The Company’s exposure to currency and liquidity risk related to trade and other payables
is disclosed in Note 14.

PROVISIONS

Actording to the forwarding revenue contract with the largest customer, the Company is
responsible for providing man power resources during the transportation of frelght
throughout the Georgian territory.

According to the contract, bills to the customer is calculated as man power cost plus mark
up. During the vear ended 31 December 2016 the Company Included in the man power
Costs: salaries, general administrative expenses and Panalpina Group corporate allocations.

In December 2016, the customer estimated man power expenses and deemed that cost
plus mark-up bills charged by the Company were significantly overestimated. As a result of
this, the customer Fequested to revise previous bills.

The company settied the claim with the customer in 2018 at the amount provided for,

FAIR VALUE

Fair value is the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date. The
estimated fair values of financial instrumente have been determined by the Company using
available markat information, where it exists, and apprapriate valuation methodologies,
However, judgement is necessarily required to interpret market data to determine the
astimated fair value, Georgia continues to display some characteristics of an emerging
market and economic conditions continue to limit the volume of activity in the financial
markets. Market quotations may be outdated or reflect distress sale transactions and
therefore not represent fair values of financial instruments., Management has used ajl
avalilable market information in estimating the fair value of financial instruments,

The fair values of the financial assets and liabilities are included in Level 3 category. Given
the short-term nature of the trade and other receivables, trade and ather payables, cash
and cash equivalents and financial recelvahles, Mmanagement of the Company considers
that carrying amounts approximate to its fair values.

RISK MANAGEMENT
Overview

The Company has eXposure to the following risks from its use of financial insirun'}eﬂt&?

-~
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* Liguidity risk
*  Market risk

This note presents information about the Company’s exposure to each of the above risks,
the Company’s objectives, policies and processes for measuring and Mmanaging risk, and
the Company’s management of capital,

The Head of Finance has overall responsibility for the establishment and oversight of
the Company’s risk management framework. The Company's management is responsible
for developing and monitoring the Company’s risk management policies,

Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to

a financial instrument fails to meet its contractual obligations. Credit risk is mainly
attributable to trade receivables, cash at bank and due from related parties. The exposure
to credit risk on trade and other receivables and dyue from related parties is manitored on
an ongoing basis by the management. The Company’s cash is placed with banks of good

Exposure to credit risk

The carrying amount of financial assets represents the maximum credit risk expasure.
The maximum €xposure to credit risk at the reporting date was as follows:

__Carrying Amount

31 December 31 December

MONE e BULE SNSRI . > ¢ &

Trade receivables 8 79,504 556,447
Due from related parties {2,742y 1,050,244
Cash and cash equivalents T TN .k i 2,496,487
i 890,947 | 4303,178

Trade receivables and due from related parties

The Company establishes an allowance for impairment that represents its estimate of
incurred losses in respect of trade receivables, The main components of this alfowance are
a specific loss component that relates to individualiy significant expostires,

As at the reporting date, 98% of all trade receivables were due from single customer
(31 December 2017: 98%),

Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations
as they fall due. Liquidity risk mainly relates to trade and other payables and balances due
to related parties.,

The Company’s approach to managing liquidity is to €nsure, as far as possible, that it will
always have sufficient lfquidity to meet its liabifities when due, under both normal and
stressed conditions, without incurring unacceptable losses or risking damage to

the Company’s reputation.

The following are the contractual maturities of the Company’s financial tiabilities
at the reporting dates:

Carvvinog Cantrartiral A mantrhe Morn shan & /
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amount cash flows or less muonths
T T— e Tt 5L IR A R e i ar A
2018
Trade payables 343,166 343,166 343,166
Due to refated partles Sl ey . .. IAGESE. . 386558 . . ..+
e SREE3, . HANSS. . SSHPER . 4
Carrying Contractual & maonths More than 6
. amount _ ftashflows = orless = months
At 31 December
2017
Trade payables 26,368 16,366 26,366
Due to related parties 428,597 428,597 828,597 o
454,963 454,963 454,963

Market risk

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

The management closely monitors the exchange rate and interest rate fluctuations.

Currency risk

The Company and branch are mainly exposed to currency risk towards to USD as majority
of its transactions and balances are denominated in this currency,

Capital management

The Company has no formal pelicy for capital management but management seeks to
maintain a sufficient capital base for meating the Company’s operational and strategic
needs, and to maintain confidence of market participants. This is achieved with efficient
cash management, constant monitoring of Company's revenues and profit and long-term
investment plans mainly financed by the Company’'s operating cash flows. With these
measures, the Company aims for steady profit growth.

COMMITMENTS AND CONTINGENCIES
Legal proceedings

From time to time and in the normal course of business, claims against the Company are
received from customers and counterparties, Management is of the opinion that no
material unaccrued losses will he incurred.

Taxation

Georgian tax legisiation in particular may give rise te 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
Company believes that it has already made all tax payments, and therefore no allowance
has been made in the financial statements, Tax years remain ocpen to review by the tax
authorities for three years,

Operating environment

The Company's principal business activities are within Georgia. Since laws and regulations
affecting the business environment in Georgia are subject to rapid changes, the Company’s

f
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assets and operations could be at risk due to negative changes in the political and business
environment.

Emerging markets such as Georgia are subject to different risks than more developed
markets, including economic, politicat and social, and legal and legislative risks. Tax,
Currency and customs legislation within Georgia are subject to varying interpretations, and
other legal and fiscal impediments contribute to the challenges faced by entities currently
operating in Georgia. The future economic direction of Georgia is heavily influenced by the
fiscal and monetary policies adopted by the government, together with developments in
the legal, regulatory, and political environment,

Throughout 2018 Georgia's neighboring countries, which are large trading partners of
Georgia, have experienced significant and economic turmoil which has had a knock-on
effect on the Georgian eConomy.,

Economic situation in Georgia depends, to a large extent, upon success of the Georgian
gavernment’s efforts, future condition of the Georgian economy and political developments
in the CIS. Outcome of these efforts and developments is at this stage difficult to
determine.

RELATED PARTY TRANSACTIONS

The Company, in the ordinary course of business, enters into transactions with other
business enterprises that fall within the definition of related parties as contained in TIAS 24,
These transactions mainly consist of loans, forwarding revenue, interest on loans and
management fees at agreed rates. The Company also shares management, key personnel
and policy making processes with the Parent Company and other group companies.

Other related party balances and transactions

Revenue and expenses

Due from related parties

31 December 31 Pecember
..2018 2017
Due from related parties:
- entities under common control = NI .(_2.,;_{4:2,_}__ o NM_,_I;,Q§Q&2;;€§4‘
e A2 742) 1,050,244
Due to related parties
31 December 31 December
2018 i 2ORT
Due to related parties:
- entities under common control — 395,554 e 328,597
A SIA 428,507
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I, notary of the notary bureau located on : Mtkvari str.4, Thilisi, Davit Chalatashvili, confirm the authenticity
of signature of qualified translator Irakli Sualdze (born on 28.09.1993, res. at Georgia, Thilisi, Vazisubani
settlement, 1st micro-district, block 11, flat 17, card number 131C41317, 1D number: 01011081618, issued by
Ministry of Justice, Certificate issued by the University of Cambridge (FCE - First Certificate English, Grade: A)
reference number: 106GE0010079. Translator is warned abour her responsibility of the accuracy of translation
and she gives the guaranty of accurate translation.

The notary tax is paid: 36.00 GEL, VAT 6.48 lari pursuant to article 169 of Georgia tax code and 2.00 GEL for
drawing up notary act according to the articles 31.3 and paragraph 1 of arting Sefédadurion # 507 (29.12.
2011 ) of the government of Georgia about notary tax for drawin g up nota)
chamber, rules of payment and approval of terms of service ;
Bm@otonbio: sgom Ragremsdgomo
Notary : Davit Chalatashvili
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