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Independent Auditor’s Report
To the Owner and Management of Georgian Packaging LLC

Our qualified opinion

In our opinion, except for the possible effects of the matter described in the Basis for qualified opinion
section of our report, the financial statements present fairly, in all material respects, the financial position
of Georgian Packaging LLC (the “Company”) as at 31 December 2021 and 31 December 2020, and the
Company's performance and cash flows for the years then ended in 2021 and 2020 in accordance with
International Financial Reporting Standard for Small and Medium-sized Entities and with the
requirements of the Law of Georgia on Accounting, Reporting and Auditing.

What we have audited

The Company’s financial statements comprise:

e the statement of financial position as at 31 December 2021 and 31 December 2020;

e the statement of profit or loss and other comprehensive income for the years then ended;

e the statement of changes in equity for the years then ended;

o the statement of cash flows for the years then ended; and

e the notes to the financial statements, which include significant accounting policies and other
explanatory information.

Basis for qualified opinion

We were appointed as auditors of the company on 22 September 2021 and thus did not observe physical
count of inventories for the year ended 31 December 2020. We were unable to satisfy ourselves by
alternative means concerning inventory quantities held at 31 December 2020 and were not able to
determine whether adjustments might have been necessary in respect of the profit for the year then
ended in the statement of profit or loss and other comprehensive income and the net cash flows from
operating activities reported in statement of cash flows.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit
of the financial statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our qualified opinion.

Independence

We are independent of the Company in accordance with the International Code of Ethics for Professional
Accountants (including International Independence Standards) issued by the International Ethics
Standards Board for Accountants (IESBA Code). We have fulfilled our other ethical responsibilities in
accordance with the IESBA Code.

PricewaterhouseCoopers Georgia LLC, I/C 405220611
King David Business Centre, 7th floor, #12 M. Aleksidze Street, Tbilisi 0171, Georgia
Tel: +995 (32) 250 80 50, www.pwc.com/ge
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Other information

Management is responsible for the other information. The other information comprises the Management
Report as at 31 December 2021 (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.

In connection with our audit of the financial statements, our responsibility is to read the Management
Report and, in doing so, consider whether the Management Report 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
in the Management Report, we are required to report that fact. As described in the Basis for qualified
opinion, section above, we were unable to observe the inventory count as at 31 December 2020 or

perform alternative procedures, and therefore unable to obtain sufficient appropriate audit evidence
about inventory existence. We are unable to conclude whether or not the other information is materially
misstated with respect to this matter.

In addition, we are required by the Law of Georgia on Accounting, Reporting and Auditing to express an
opinion whether certain parts of the Management Report comply with respective regulatory normative
acts and to consider whether the Management Report includes the information required by the Law of
Georgia on Accounting, Reporting and Auditing.

Based on the work undertaken in the course of our audit, in our opinion:

e the information given in the Management Report for the financial year for which the financial
statements are prepared is consistent with the financial statements;

e the information given in the Management Report complies with the requirements of paragraph 6 of
article 7 of the Law of Georgia on Accounting, Reporting and Auditing.

Responsibilities of management for the financial statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with International Financial Reporting Standard for Small and Medium-sized Entities and
with the requirements of 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 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.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.
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As part of an audit in accordance with ISAs, we exercise professional judgement and maintain
professional scepticism 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 the Company’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor's report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

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

We communicate with management 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.

pc:@w&c\w%(‘m\@< S Qe@::%;q LLC.

PricewaterhouseCoopers Georgia LLC (Reg.# SARAS-F-775813)

Nino Kadagishvili (Reg. #SARAS-A-506913)

1 August 2022
Tbilisi, Georgia



Georgian Packaging LLC
Statement of Financial Position

In thousands of Georgian Lari Note 31 December 2021 31 December 2020

ASSETS

Non-current assets

Property, plant and equipment 6 21,432 17,840
Prepayments for property and equipment 7 251 590
Total non-current assets 21,683 18,430
Current assets

Inventories 8 2,274 2,096
Trade and other receivables 9 1,176 845
Restricted cash 10 - 524
Cash and cash equivalents 10 226 1,094
Total current assets 3,676 4,559
TOTAL ASSETS 25,359 22,989
EQUITY

Charter capital 11 8,061 6,861
Retained Earnings (2,186) (2,913)
TOTAL EQUITY 5,875 3,948
LIABILITIES

Current liabilities

Borrowings 12 17,160 2,675
Trade and other payables 13 2,324 563
Total current liabilities 19,484 3,238
Non-current liabilities

Borrowings 12 - 15,803
Total non-current liabilities - 15,803
TOTAL LIABILITIES 19,484 19,041
TOTAL LIABILITIES AND EQUITY 25,359 22,989

Approved for issue and signed on 1 August 2022

{ ST
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Tariel Shaverdashvil \.»

Director

The notes on pages 5-16 form an integral part of these financial statements.



Georgian Packaging LLC
Statement of Profit and Loss for the year

In thousands of Georgian Lari Note 2021 2020
Revenue 14 5,766 3,033
Cost of sales (4,213) (2,551)
Gross profit 1,553 482
General and administrative expenses 15 (742) (612)
Distribution cost (72) (51)
Other operating expenses 16 (162) -
Other operating income 16 589 123
Operating profit/(loss) 1,166 (58)
Finance income 17 1,037 -
Finance costs 17 (1,476) (3,104)
Profit/(Loss) before income tax 727 (3,162)
Income tax expense - -
PROFIT/(LOSS) FOR THE YEAR 727 (3,162)
Other comprehensive income - -
TOTAL COMPREHENSIVE INCOME/(LOSS) FOR THE YEAR 727 (3,162)

The notes on pages 5-16 form an integral part of these financial statements.



Georgian Packaging LLC
Statement of Changes in Equity

Charter Retained Total
In thousands of Georgian Lari capital earnings
Balance at 31 December 2019 5,970 249 6,219
Increase in charter capital 891 - 891
Loss for the year - (3,162) (3,162)
Total comprehensive Loss 2020 - (3,162) (3,162)
Balance at 31 December 2020 6,861 (2,913) 3,948
Increase in charter capital 1,200 - 1,200
Other comprehensive income for the year - 727 727
Total comprehensive income 2021 - 727 727
Balance at 31 December 2021 8,061 (2,186) 5,875

The notes on pages 5-16 form an integral part of these financial statements.



Georgian Packaging LLC
Statement of Cash Flow

) ) 2021 2020 (
In thousands of Georgian Lari Restated)
Cash flows from operating activities
Cash receipts from customers 6,116 3,425
Cash paid to suppliers and employees (3,260) (4,536)
Cash from other operations 550 -
Cash generated from operations 3,406 (1,111)
Interest paid (1,483) (877)
Transfer from / (to) restricted cash 524 (524)
Net cash from/ (used in) operating activities 2,447 (2,512)
Cash flows from investing activities
Purchase of property, plant and equipment (4,221) (7,113)
Net cash used in investing activities (4,221) (7,113)
Cash flows from financing activities
Contribution to charter capital 1,200 790
Proceeds from borrowings 230 17,057
Repayment of borrowings (505) (7,273)
Net cash from financing activities 925 10,574
Effect of exchange rate changes (19) (60)
Net (decrease)/increase in cash and cash equivalents (868) 890
Cash and cash equivalents at the beginning of year 1,094 204
Cash and cash equivalents at end of the year 226 1,094

The notes on pages 5-16 form an integral part of these financial statements.



Georgian Packaging LLC
Notes to the Financial Statements — 31 December 2021

1 The Company and Its Operations

Georgian Packaging LLC was incorporated on 20 October 2016 and was registered by Mtatsminda law
court with identification number: 404521629. The Company is a limited liability company, domiciled in
Georgia and was set up in accordance with Georgian regulations.

As at 31 December 2021 and 31 December 2020 the Company’s 100% owner is Cezanne LLC.

As at 31 December 2021 and 31 December 2020 an ultimate beneficial was Mr. Tariel Shaverdashvili
who is also involved in management of the Company. As at 31 December 2021 Tariel Shaverdashvili
owned 60% of the Cezanne LLC (100% as at 31 December 2020).

Principal activity. The Company has been on Georgian market since 2016. Georgian Packaging targets
full spectrum of paper-packaging segment of the market including paper cups of different sizes, plastic
lids, paper boxes widely used in the fast-food industry and environmentally friendly Kraft paper bags for
bakery and other products.

Registered address and place of business. The Company’s registered address is Virsaladze N8,
Tbilisi, Georgia. The company’s principal place of business is Archil Mefe N1.

Presentation currency. These financial statements are presented in Georgian Lari ("GEL").

2 Operating Environment of The Company

The Company’s principal business activities are within Georgia. Georgia displays certain characteristics
of an emerging market, including relatively high inflation and high interest rates. Georgian tax legislation
is subject to varying interpretations and frequent changes. The future economic direction of Georgia is
largely dependent upon the effectiveness of economic, financial and monetary measures undertaken by
the Government, together with tax, legal, regulatory and political developments.

In March 2020, the World Health Organization officially declared the Covid-19 pandemic. In order to limit
the impact of the pandemic, the Georgian government took appropriate measures and imposed
restrictions such as quarantine, curfew, international flight restrictions and other business restrictions.
These measures have had a negative impact on the economy and local businesses, including the
Company's operations.

In 2021 the Georgian economy demonstrated positive dynamics in recovery from the pandemic. This
trend was also supported by the global economic recovery and higher prices on global commodity
markets. However, higher prices on certain markets in Georgia and globally also contribute to the inflation
in Georgia.

The Company's management has taken appropriate steps to minimize the impact of the pandemic on the
Company's operations. The administrative department switched to remote working mode partially, while
printing operation process was maintained in the enterprise in compliance with all the rules. As a result,
the impact on the Company's operation was minimized.

Management is unable to predict all developments which could have an impact on the Georgian economy
and consequently what effect, if any, they could have on the future financial position of the Company.
Management believes it is taking all the necessary measures to support the sustainability and
development of the Company’s business.

3 Summary of Significant Accounting Policies

Basis of preparation. These financial statements of the Company have been prepared in accordance
with the International Financial Reporting Standard for Small and Medium-sized Entities (IFRS for SMEs)
and with the requirements of the Law of Georgia on Accounting, Reporting and Auditing. The financial
statements have been prepared under the historical cost convention.



Georgian Packaging LLC
Notes to the Financial Statements — 31 December 2021

3 Summary of Significant Accounting Policies (Continued)

The preparation of financial statements in conformity with the IFRS for SMEs requires the use of certain
critical accounting estimates. It also requires management to exercise its judgement in the process of
applying the Company’s accounting policies. Areas involving a higher degree of judgement or complexity,
or areas where assumptions and estimations are significant to the financial statements, are disclosed in
note 4.

Foreign currency translation. ltems included in the financial statements of the Company are measured
using the currency of the primary economic environment in which the entity operates (‘the functional
currency'). The Company'’s functional currency is the national currency of Georgia, Georgian Lari (“GEL”).

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at year-end exchange rates of monetary assets
and liabilities denominated in foreign currencies are recognised in the statement of profit and loss.
Foreign exchange gains and losses that relate to borrowings are presented in the statement of profit and
loss within finance income or costs'. All other foreign exchange gains and losses are presented in the
statement of profit and loss within 'other operating expenses' or 'other income'.

As at 31 December 2021, the official rate of exchange, as determined by the National Bank of Georgia,
was US Dollar (‘USD”) 1 = GEL 3.0976 and Euro (“‘EUR”) 1 = GEL 3.5040 (31 December 2020: USD 1 =
GEL 3.2766 and EUR 1 = GEL 4.0233).

The average exchange rate for the year ended 31 December 2021 was USD 1 = GEL 3.2306 and EUR 1
= GEL 3.5332 (31 December 2020: USD 1 = GEL 3.1097 and EUR 1 = GEL 3.5519). At present, the
Georgian Lari is not a freely convertible currency in most countries outside of Georgia.

Cash and cash equivalents. Cash and cash equivalents include cash in hand, deposits held at call with
banks, and other short-term highly liquid investments with original maturities of three months or less.
Cash and cash equivalents are carried at amortised cost using the effective interest method.

Trade receivables. Trade receivables are recognised initially at the transaction price. They are
subsequently measured at amortised cost using the effective interest method, less provision for
impairment. A provision for impairment of trade receivables is established when there is objective
evidence that the Company will not be able to collect all amounts due according to the original terms of
the receivables.

Prepayments. Prepayments are carried at cost less provision for impairment. If there is an indication that
the assets, goods or services relating to a prepayment will not be received, the carrying value of the
prepayment is written down accordingly and a corresponding impairment loss is recognised in profit or
loss for the year. A prepayment is classified as non-current when the goods or services relating to the
prepayment are expected to be obtained after one year, or when the prepayment relates to an asset
which will itself be classified as non-current upon initial recognition. Prepayments to acquire assets are
transferred to the carrying amount of the asset once the Company has obtained control of the asset and it
is probable that future economic benefits associated with the asset will flow to the Company. If there is an
indication that the assets, goods or services relating to a prepayment will not be received, the carrying
value of the prepayment is written down accordingly and a corresponding impairment loss is recognised
in profit or loss for the year.

Inventories. Inventories are recorded at the lower of cost and net realisable value. The cost of inventory
is determined on the weighted average cost basis. The cost of finished goods and work in progress
comprises raw material, direct labour, other direct costs and related production overheads (based on the
normal operating capacity) but excludes borrowing costs. Net realisable value is the estimated selling
price in the ordinary course of business, less the estimated cost of completion and selling expenses.

At each reporting date, inventories are assessed for impairment. If inventory is impaired, the carrying
amount is reduced to its selling price less costs to sell and the impairment loss is recognised immediately
in profit or loss.



Georgian Packaging LLC
Notes to the Financial Statements — 31 December 2021

3 Summary of Significant Accounting Policies (Continued)

Property, plant and equipment. Property, plant and equipment are stated at cost less accumulated
depreciation and impairment losses. The cost of Plant and Machineries at the date of transition to the
IFRS for SMEs, 1 January 2017, was determined by reference to its fair value at that date (“deemed
cost”).

Subsequent costs are included in the asset's carrying amount or recognised as an asset, as appropriate,
only when it is probable that future economic benefits associated with the item will flow to the Company
and the cost of the item can be measured reliably. Costs of minor repairs and day-to-day 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.

Depreciation. Land and construction in progress is not depreciated. Depreciation on other assets is
charged so as to allocate the cost of assets less their residual value over their estimated useful lives,
using the straight-line method.

The estimated useful lives range as follows:

Useful lives in years

Plant and machinery 71020
Office equipment 5to 10
Vehicles 5to 10

The assets' residual values, useful lives and depreciation methods are reviewed, and adjusted
prospectively if appropriate, if there is an indication of a significant change since the last reporting date.An
asset's carrying amount is written down immediately to its recoverable amount if the asset's carrying
amount is greater than its estimated recoverable amount. Gains and losses on disposals are determined
by comparing the proceeds with the carrying amount and are recognised within ‘other income’ and 'other
operating expenses' in the statement of comprehensive income, respectively.

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

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

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

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

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

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

charge.



Georgian Packaging LLC
Notes to the Financial Statements — 31 December 2021

3 Summary of Significant Accounting Policies (Continued)

Value added tax. Output value added tax related to sales is payable to tax authorities on the earlier of (a)
collection of receivables from customers or (b) delivery of goods or services to customers. Input VAT is
generally recoverable against output VAT upon receipt of the VAT invoice. The tax authorities permit the
settlement of VAT on a net basis.

Revenue recognition. Revenue is measured at the fair value of the consideration received or receivable,
and represents amounts receivable for goods supplied, stated net of discounts, returns and value added
taxes. The Company recognises revenue when the amount of revenue can be reliably measured; when it
is probable that future economic benefits will flow to the entity; and when specific criteria have been met
for each of the Company’s activities, as described below.

Sales of goods. Revenues from sales of goods are recognised at the point of transfer of risks and
rewards of ownership of the goods, normally when the goods are shipped. If the Company agrees to
transport goods to a specified location, revenue is recognised when the goods are passed to the
customer at the destination point.

Employee benefits. Wages, salaries, paid annual leave and sick leave, bonuses, and non-monetary
benefits are accrued in the year in which the associated services are rendered by the employees of the
Company. The Company has no legal or constructive obligation to make pension or similar benefit
payments.

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

When an the Company enters into a transaction with a joint operation in which it is a joint operator, such
as a sale or contribution of assets, it is conducting the transaction with the other parties to the joint
operation and, as such, the joint operator recognises gains and losses resulting from such a transaction
only to the extent of the other parties’ interests in the joint operation. The Company recognises its share
of the revenues and expenses in relation to its interest in the joint arrangements. The Company’s interest
in the revenues and expenses of the joint arrangement is the revenues directly generated from the sale of
the output to the Company and the corresponding cost of sales. The sales are revenues of the joint
arrangements, generated with the Company itself. The Company eliminates these revenues in full, as
part of consolidation procedures.

Unrealised gains on transactions between the Company and its joint ventures are eliminated to the extent
of the Company’s interest in the joint ventures. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset transferred.

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

Effect of IBOR reform. Reform and replacement of various inter-bank offered rates (IBORs’) has
become a priority for regulators. Most IBOR rates would stop being published by 31 December 2021,
while certain USD LIBOR rates would stop being published by 30 June 2023.

Though the Company had loan with IBOR rate no changes have been occurred for the year ended 31
December 2021, thus there is no any impact of the amendments on its financial statements.



Georgian Packaging LLC
Notes to the Financial Statements — 31 December 2021

3 Summary of Significant Accounting Policies (Continued)

Prior period restatements. The Company corrects prior period material omissions and errors
retrospectively in the financial statements upon their discovery by restating the comparative amounts for
the prior period presented in which the omission and error occurred and if the error occurred before the
earliest prior period, then restating the opening balances of those respective assets, liabilities and equity
for the earliest prior period. In preparation of these financial statements Management identified the
following errors related to prior period.

The Company corrected error within the statement of cash flows for the year ended 31 December 2020
in which cash proceeds from borrowings from the entity under common control has been mistakenly
presented as cash paid to suppliers and employees in operating activities instead of financing activities.
Transfer to restricted cash has decreased by GEL 524 thousand due to the fact that the Company has
mistakenly disclosed cash transferred to restricted cash under cash and cash equivalents at the end of
the year. The Effect of exchange rate changes was presented with a positive figure instead of negative
amount. The Company believes that the changes provide reliable information. The corrections did not
have any effect on other financial statements of the Company apart from statement of cash flows.

2020 Restatement 2020 as

In thousands of Georgian Lari Originally Restated
presented

Cash flows from operating activities
Cash receipts from customers 3,425 - 3,425
Cash paid to suppliers and employees (4,084) (452) (4,536)
Cash generated from operations (659) (452) (1,111)
Interest paid (877) - (877)
Transfer from \ (to) restricted cash - (524) (524)
Net cash from operating activities (1,536) (976) (2,512)
Cash flows from investing activities
Purchase of property, plant and equipment (7,113) - (7,113)
Net cash used in investing activities (7,113) - (7,113)
Cash flows from financing activities
Contribution to charter capital 790 - 790
Proceeds from borrowings 16,606 452 17,057
Repayment of borrowings (7,273) - (7,273)
Net cash from financing activities 10,123 452 10,574
Effect of exchange rate changes 60 (120) (60)
Net increase in cash and cash equivalents 1,414 (524) 890
Cash and cash equivalents at the beginning of year 204 - 204
Cash and cash equivalents at end of the year 1,618 (524) 1,094




Georgian Packaging LLC
Notes to the Financial Statements — 31 December 2021

4 Critical Accounting Estimates and Judgements in Applying Accounting Policies

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

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

Useful lives of property, plant, equipment and intangible assets. The estimation of the useful life of
an item of property, plant and equipment is a matter of management judgement based upon experience
with similar assets. In determining the useful life of an asset, management considers the expected usage,
estimated technical obsolescence, physical wear and tear and the physical environment in which the
asset is operated. Changes in any of these conditions or estimates may result in adjustments for future
depreciation rates.

Impairment of trade and other receivables. The impairment provision for accounts receivable is based
on the Company’s assessment of the collectability of specific customer accounts. If there is deterioration
in @ major customer's creditworthiness or actual defaults are higher than the estimates, the actual
accounts receivable could differ from these estimates. If the Company determines that no objective
evidence exists that impairment was incurred for an individually assessed accounts receivable, whether
significant or not, it includes the account receivable in a group of accounts receivable with similar credit
risk characteristics and collectively assesses them for impairment.

For the purposes of a collective evaluation of impairment accounts receivable are grouped on the basis of
similar credit risk characteristics. Those characteristics are relevant to the estimation of future cash flows
for groups of such assets by being indicative of the debtors' ability to pay all amounts due according to
the contractual terms of the assets being evaluated. Trade receivables that are assessed not to be
impaired individually are assessed collectively for impairment by reference to the Company’s historical
collection experience for receivables of similar age. Provisions against trade receivables are made based
on historical experience of levels of recovery from accounts in a particular ageing category. The value of
the impairment provision is sensitive to the specific percentages applied. Actual results may differ from
the estimates and the Company's estimates can be revised in the future, either negatively or positively,
depending upon the outcome or expectations based on the facts surrounding each exposure (Note 9).

Going concern. Management prepared the financial statements on a going concern basis. 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 financial
markets on the operations of the Company.

Special consideration has been given to the fact that the Company was in breach of certain financial
covenants stipulated in the loan agreement with TBC Bank JSC and hence GEL 17,160 thousand of the
loan has been classified as current liabilities as at 31 December 2021 retrospectively (refer to Note 12).
Loan covenants was also breached in 2020 but the Company got the requested agreement from the bank
which implies that the bank will not consider breached covenants as the ground for the acceleration of the
loans and shall not be considered as an event of default. Accordingly, the Company has classified GEL
15,803 thousand loan as a long-term and GEL 2,675 thousand as current portion as at 31 December
2020. Based on the subsequent correspondence with TBC Bank and the fact that additional loans have
been granted to the Company by the same bank, management believes that this noted breach of loan
covenant has not resulted in an event of default as defined by the loan agreement. Based on the analysis
of current performance of the Company and the availability of the resources that the Company might have
access to, in the case of requirements, it is reasonable to expect that the Company will successfully
remediate the noted breach of loan covenants. Based on above analysis, the Management concluded
that there is no doubt about the Company’s ability to continue as a going concern. Accordingly, these
financial statements do not include any adjustments relating to the recoverability and classification of
recorded asset amounts and the classification of liabilities that might be necessary should the Company
be unable to continue as a going concern.
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Georgian Packaging LLC
Notes to the Financial Statements — 31 December 2021

5 Balances and Transactions with Related Parties

The income and expense items with related parties for the year ended 31 December 2021 were as
follows:

Entities under

In thousands of Georgian Lari common control
Sales of goods 60
Purchases of raw materials and consumables 720

The income and expense items with related parties for the year ended 31 December 2020 were as
follows:

Entities under

In thousands of Georgian Lari common control
Sales of goods 182
Purchases of raw materials and consumables 11

At 31 December 2021, the outstanding balances with related parties were as follows:

Entities under
In thousands of Georgian Lari common control

Trade and other payables (1,536)

At 31 December 2020, the outstanding balances with related parties were as follows:

Entities under
In thousands of Georgian Lari common control

Trade and other payables (327)

Key management compensation. Key management includes Director (executive) and General
Manager.

Key management compensation is presented below:

In thousands of Georgian Lari 2021 2020

Short-term benefits:
- Salaries 129 77

Total key management compensation 129 77
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Georgian Packaging LLC
Notes to the Financial Statements — 31 December 2021

6 Property, Plant and Equipment
Movements in the carrying amount of property, plant and equipment were as follows:

In thousands of Georgian Land Buildings cip* Plant and Vehicles Other Total
Lari machinery

Cost at 31 December
2019 2,043 120 7,800 2,563 179 43 12,750
Accumulated depreciation - - (720) (27) (4) (751)

Carrying amount at 31

December 2019 2,043 120 7,800 1,843 152 39 11,997
Additions - - 5,382 577 181 11 6,151
Depreciation charge - - - (262) (31) (15) (308)
Cost at 31 December

2020 2,043 120 13,182 3,140 360 54 18,899
Accumulated depreciation - - - (982) (58) (19) (1,059)
Carrying amount at 31

December 2020 2,043 120 13,182 2,159 302 35 17,840
Additions - - 3,823 68 - 7 3,898
Depreciation charge - - - (259) (31) (16) (306)
Cost at 31 December

2021 2,043 120 17,005 3,208 360 61 22,797
Accumulated depreciation - - - (1,241) (89) (35) (1,365)
Carrying amount at 31

December 2021 2,043 120 17,005 1,967 271 26 21,432

As at 31 December 2021 and 31 December 2020 the Company’s property, plant and equipment with
carrying amount of GEL 15,935 and GEL 13,922 thousand were pledged as collateral in favor of TBC
Bank. The Company expects that TBC Bank will not commence any foreclosure on the pledged assets
(note 12).

7 Prepayments for non-current assets

In thousands of Georgian Lari 2021 2020
Prepayments for non-current assets at 1 January 590 -
Additions 668 751
Transfers to property plant and equipment (1,007) (161)
Total prepayments for non-current assets 251 590
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Georgian Packaging LLC
Notes to the Financial Statements — 31 December 2021

8 Inventories

31 December

31 December

In thousands of Georgian Lari 2021 2020
Raw materials 2,077 1,931
Finished goods 102 72
Work in progress 95 93
Total inventories 2,274 2,096

The cost of inventories recognised as an expense during the reporting period 2021 and 2020 is GEL

4,213 thousand and GEL 2,551 thousand respectively.
9 Trade and Other Receivables

31 December

31 December

In thousands of Georgian Lari 2021 2020
Trade receivables 906 572
Prepayments 396 392
Other 2 (3)
Less impairment provision (128) (116)
Total trade and other receivables 1,176 845
Movements in the impairment provision for trade and other receivables are as follows:
In thousands pf Georgian Lari 2021 2020
Provision for impairment at 1 January 116 26
Provision for impairment during the year 12 90
Provision for impairment at 31 December 128 116

The trade receivables are denominated in national currency.

10 Cash and Cash Equivalents

31 December

31 December

In thousands of Georgian Lari 2021 2020
Cash on hand 18 58
Cash balances payable on demand 208 1,036
Total cash and cash equivalents 226 1,094

Bank balances payable on demand are held within top two Georgian banks rated Ba2 by Moody’s rating
system.

In order to finance the construction, the company has entered into loan agreement with JSC TBC bank,
dated 18 September 2020. According to the agreement loans are disbursed in tranches. Before
submitting the supporting documentation for actual or expected capital expenditure for the requested
tranche, amount is paid in the company’s bank account, then transferred to intermediate account and
blocked temporarily. Total amount of restricted cash was transferred to cash and cash equivalents in

2021,
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Georgian Packaging LLC
Notes to the Financial Statements — 31 December 2021

11 Charter Capital

The Company is 100% owned by Cezanne LTD and the Company'’s authorized charter capital amounts to
GEL 8,061 thousand as at 31 December 2021 (31 December 2020: GEL 6,861 thousand). During 2020
according to the resolution of Company’s owner charter capital was increased by GEL 891 thousand
which has been fully repaid in cash. During June 2021 the charter capital was further increased by GEL
1,200 thousand. No dividends have been declared or paid during the year 2021 and 2020.

12 Borrowings

31 December 31 December

In thousands of Georgian Lari 2021 2020
Bank long-term borrowings - 15,803
Bank short-term borrowings 16,671 2,219
Borrowing from related parties 489 456
Total borrowings 17,160 18,478

Movement in borrowings are as follows:

In thousands of Georgian Lari 2021 2020
At 1 January 18,478 6,591
Additions 230 17,057
Interest during the period 1,476 993
Principal repayments (505) (7,273)
Interest repayments (1,483) (877)
Net foreign exchange losses less gains from borrowings (1,036) 1,987
At 31 December 17,160 18,478

Bank loans represent different currency and maturity loans disbursed by JSC TBC Bank. Georgian Lari
loans bear annual interest of 5% plus refinancing rate (Determined by National Bank of Georgia (NBG))
and mature in 2024. Euro denominated loans bear an annual interest rate of 6-6.5% and mature in 2022-
2027.

Loans denominated in Georgian Lari with the initial contractual amount of GEL 1,800 thousand and GEL
3,200 thousand was taken under the preferential Agro Credit Project to finance the construction project
during 2017 and 2018 respectively. During 2020 and 2021 the Company borrowed additional GEL 17,096
and GEL 230 thousand respectively to finance the new plants and machineries and to finance
construction in progress. In accordance with the agreement, part of the interest is compensated by the
Government of Georgia, which is recognised by the Company as other income.

13 Trade and Other Payables

31 December 31 December

In thousands of Georgian Lari 2021 2020
Trade payables 1,654 554
Advances received 613 9
Other taxes payable, net 57 -
Trade and other payables 2,324 563
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Georgian Packaging LLC
Notes to the Financial Statements — 31 December 2021

14 Revenue

Analysis of Revenue by Category:

In thousands of Georgian Lari 2021 2020
Revenue from packaging activities* 5,562 2,903
Other** 204 130
Total revenue 5,766 3,033

*Packaging activities includes production of full spectrum of paper-packaging items, including paper cups
of different sizes, plastic lids, paper boxes widely used in the fast-food industry and environmentally
friendly Kraft paper bags for bakery and other products.

**Other revenue includes renting storeroom to related parties in 2020 and 2021 and selling construction
materials in 2021.

15 General and Administrative Expenses

In thousands of Georgian Lari 2021 2020
Employee benefits expense 415 260
Taxes other than on income tax 172 122
Marketing costs 51 42
Utilities costs 48 =
Bad debt expense 16 90
Bank commission 13 81
Other 27 17
Total general and administrative expenses 742 612

16 Other Operating Income and Expenses, net

In thousands of Georgian Lari 2021 2020
Net foreign exchange rate gains (other than on borrowings) (123) 9
Government grant received 550 114
Total other operating income and expenses, net 427 123

17 Finance Income and Costs, net

In thousands of Georgian Lari 2021 2020
Foreign exchange gain/(loss), net from borrowings 1,037 (2,111)
Interest expense (1,476) (993)
Total finance income and costs, net (439) (3,104)
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Georgian Packaging LLC
Notes to the Financial Statements — 31 December 2021

18 Contingencies and Commitments

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

Tax legislation. The taxation system in Georgia is relatively new and is characterised by frequent
changes in legislation, official pronouncements and court decisions, which are often unclear, contradictory
and subject to varying interpretation by different tax authorities. Taxes are subject to review and
investigation by a number of government bodies, which have the authority to impose severe fines,
penalties and interest charges. A tax year remains open for review by the tax authorities during the three
subsequent calendar years, however, under certain circumstances a tax year may remain open longer.
These circumstances may create tax risks in Georgia that are substantially more significant than in many
other countries.

Environmental matters. The enforcement of environmental regulation in Georgia is evolving and the
enforcement posture of government authorities is continually being reconsidered. The company
periodically evaluates its obligations under environmental regulations. As obligations are determined, they
are recognised immediately. Potential liabilities, which might arise as a result of changes in existing
regulations, civil litigation or legislation, cannot be estimated but could be material. In the current
enforcement climate under existing legislation, management believes that there are no significant
liabilities for environmental damage.

Consideration of climate change. The company’s management has taken note of global awareness
and concerns about the potential impact of climate change. Currently, this matter has had no significant
impact on the financial statements, and the future effects on the company’s activities and business plans
are difficult to predict. Management continues to monitor developments in this area and will respond as
necessary to ensure the company'’s viability.

Compliance with covenants. The company is subject to certain covenants primarily related to its
borrowings. Non-compliance with such covenants may result in negative consequences for the company
including growth in the cost of borrowings and declaration of default. As at 31 December 2021 company
had breached certain financial covenants under the loan agreements with TBC Bank JSC, therefore the
bank had the option to call the loans. As a result, for the maturity analysis of the liability, the above-
mentioned loans were included as a current liability as of the reporting periods. As of 31 December 2020,
the company received the waiver from the bank on breach of certain covenants, which was not
considered by the banks as a pre-condition of default defined per the respective loan agreement. The
company received the waiver from JSC TBC Bank, in subsequent period, dated to 12 July 2022, on
breach of covenants as of 31 December 2021, as a result, for the maturity analysis of the liability, the
above-mentioned loans were included as a current liability as of 31 December 2021.

19 Management of Capital

The company’s objectives when managing capital are to safeguard the company’s ability to continue as a
going concern in order to provide returns for owner and to maintain an optimal capital structure to reduce
the cost of capital. In order to maintain or adjust the capital structure. The amount of capital that the
company managed as of 31 December 2021 was GEL 5,875 thousand (31 December 2020: GEL 3,948

thousand).

20 Events After the Reporting Period

The construction in progress was finalised and the business activities are carried out from the new
production facility from February 2022. It allowed the Company to increase: the current production
capacity for the existing customers and attract new clients.

On 31 January 2022 and 30 March 2022 Company signed a loan agreement with TBC Bank JSC with the
total amount of EUR 350 thousand and EUR 150 thousand, an annual interest rate of 6% and the
maturity date of 31 January 2023 and 31 August 2022 respectively. For the date of these financial

statements the company utilized total loan facility (EUR 350 thousand and EUR 150 thousand).
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Georgian Packaging COMPANY

MANAGEMENT REPORT -BUSINESS OVERVIEW 2021

1. The Company’s business development, performance and position

In 2016 Georgian Packaging LLC was registered as a limited liability company in accordance with Georgian
regulations with identification number: 4040521629, As at 31 December 2021 and 31 December 2020
Company’s sole owner was LTD Cezanne.

Company’s mission has been to offer its customers eco-friendly and safe products made with the highest grade
of paper and other raw materials. In order to develop and sustain quality development and good manufacturing
practice, infrastructural planning and daily production processes are being implemented according to the latest
requirements of the international food and workplace standards.

in 2021 the Company recorded revenue of 5,766 GEL and the net profit comprised of 727 GEL (In thousands).
The gross profit margin was 27%, whereas Return on Capital Employed (ROCE) 9% for the year ended 31
December 2021. The average number of employees 65, including 27 females.

Company’s future development plans

For the last years the Company has grown more than in previous. Because of sustainable growth and
expansion, for 2022 the Company has moved to new building which has just finished and is fully funded by
Georgian Packaging. The manufacturing area in the new building is 3 times bigger than in existing one, which
is rented under operating lease

After moving the Company is focused on increasing variety of product portfolio and market development. It is
planned to enter international markets, actively engage and participate in international tenders.

2 Review of the research and development performed by the entity

In 2021 the Company was not engaged in any research and development activities.

3. Key financial and non-financial indicators

The analyses of key financial indicator are the following:

e 2021 2020
Revenue 5,766 3,033
Gross profit 1,553 482
Gross profit margin 27% 16%
Net income 727 (3,163
Profit margin 13% (104%) |
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4. Additional explanations of amounts given in the annual financial statements

In 2021 the company agreed the better credit terms with local bank and additional funds were received which
is partially depended on the performance of the Company and the most of its machinery equipment's are
pledged as collateral of the subsidiary’s loans. Funds were used to finance the construction in progress and
machinery equipment for new lines of product. During 2021 charter capital was also increased by the owner of
the Company.

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

The Company does not face credit risk for the reporting periods. Key solvency ratios were as follows:

| Debt to Assets
Leverage

As at 31 December 2021 and 31 December 2020 the current ratio of the Company is respectively 0.19 and
1.41.
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6. Major risks and uncertainties, enterprise goal and policy with respect to financial risk

management

The key risks and uncertainties are related to the following:

Explanation of risk and uncertainty

Management response

Political risks — schoolbooks are gifted to pupils by
the government every year. Because of parent
Company being one of the main contractor of
schoolbooks printing, Significant part of the sales
come from this tender. As a fact, in 2020 Parent
company wasn'’t involved in tender and lost important
revenue. This is a risk that had to be taken into
consideration every year.

On the one hand, Since the foundation of the
Company first line of production was books. So,
due to 20-year experience in the book printing
industry and connections with most of the
publishing houses the Company has advantage
over its competitors and is always ready for
unexpected and challenging scenarios. This is why
Parent company maintained its profitability. On the
other hand, Company has the largest equipment
base in Transcaucasia. This was the first time when
Company wasn't involved in schoolbooks printing
as much as in previous years, but in 2021 it
participated as subcontractor again

Currency risk - purchase of materials are mostly
made in foreign currencies at credit terms, however

majority of the sales are generated in local
currency. There is a risk of potential loss due to
depreciation of local currency.

After moving into new building, the Company is
oriented more on the export. Increased foreign
revenue will offset Georgian Lari's depreciation
risk.

Also. in subsequent period local currency has

appreciated which reduces risk of loss caused by
purchase of materials in foreign currencies

7. COVID-19

In March 2020, the World Health Organization officially declared the Covid-19 pandemic. In order to limit the
impact of the pandemic, the Georgian government took appropriate measures and imposed restrictions such
as quarantine, curfew, international flight restrictions and other business restrictions. These measures have
had a negative impact on the economy and local businesses, including the Company's operations.

In 2021 the Georgian economy demonstrated positive dynamics in recovery from the pandemic. This trend was
also supported by the global economic recovery and higher prices on global commodity markets. However,
higher prices on certain markets in Georgia and globally also contribute to the inflation in Georgia.

The Company's management has taken appropriate steps to minimize the impact of the pandemic on the
Company's operations. The administrative department switched to remote working mode partially, while printing
operation process was maintained in the enterprise in compliance with all the rules. As a result, the impact on

the Company's operation was minimized.

5 thv~

1 August 2022

Director
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