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Independent Auditors’ Report

To those charged with governance of British American Tobacco Georgia Limited Representative
Office in Thilisi, Georgia

Opinion

We have audited the financial statements of British American Tobacco Georgia Limited
Representative Office in Thilisi, Georgia (the “Company”), which comprise the statement of
financial position as at 31 December 2021, the statements of profit or loss and other
comprehensive income, changes in equity and cash flows for the year then ended,
and notes, comprising significant accounting policies and other explanatory information.

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

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 Auditors’ Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the Company
in accordance with the International Ethics Standards Board for Accountants International Code
of Ethics for Professional Accountants (including International Independence Standards) (IESBA
Code) together with the ethical requirements that are relevant to our audit of the financial
statements in Georgia, and we have fulfilled our other ethical responsibilities in accordance with
these requirements and the IESBA Code. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter — Cessation of Trading

We draw attention to Note 2(b) to the financial statements, which describes that the going
concern basis of preparing the financial statements has not been applied because the Company
has ceased trading in February,2021. Our opinion is not modified in respect of this matter.

Statement on Management Report

Management is responsible for the Management Report. Our opinion on the financial statements
does not cover the Management Report.

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.

We do not express any form of assurance conclusion on the Management Report. We have read
the Management Report and based on the work we have performed, we conclude that the
Management Report:

— is consistent with the financial statements and does not contain material misstatement;

— contains the information that is required by and is compliant with the Law of Georgia on
Accounting, Reporting and Auditing.

KPMG Georgia LLC, a company incorporated under the Laws of Georgia and a

member firm of the KPMG global organization of independent member firms affiliated
with KPMG International Limited, a private English company limited by guarantee.
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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 IFRS, 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.

Auditors’ 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 auditors’
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.

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

— lIdentify 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 auditors’ 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 auditors’ report.

— 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.

The engagement partner on the audit resulting in this independent auditors’ report is:

Vakhtang Kezheradze

KPMG Georgia LLC
3 October 2022
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British American Tobacco Georgia Limited Representative Office in Thilisi, Georgia
Statement of Financial Position as at 31 December 2021

000 GEL Notes
Assets

Property and equipment

Inventories 8
Trade and other receivables 9
Cash and cash equivalents 10
Total current assets

Equity

Additional paid-in capital 11
Accumulated losses

Total equity

Liabilities

Loans and borrowings 11
Lease liabilities

Provisions for liabilities and charges 12
Trade and other payables 12

Total current liabilities
Total equity and liabilities

31 December 2021

31 December 2020

- 373
- 9,814
- 960
1,438 4,089
1,438 15,236
56,295 9,994
(56,645) (55,851)
(350) (45,857)
- 55,391
- 225
1,682 -
106 5,477
1,788 61,093
1,438 15,236
5

The statement of financial position is to be read in conjunction with the notes to, and forming part of, the
financial statements set out on pages 9 to 29.



British American Tobacco Georgia Limited Representative Office in Thilisi, Georgia
Statement of Profit or Loss and Other Comprehensive Income for 2021

000 GEL Notes 2021* 2020*

Revenue from contracts with customers 17,477 143,525
Cost of goods sold 5 (15,027) (125,440)
Gross profit 2,450 18,085
Wages and other employee benefits (168) (6,259)
Depreciation and amortization expenses (424) (1,063)
Other operating expenses 6 (2,607) (13,190)
Other operating income 241 764
Results from operating activities (508) (1,663)
Finance income 2,746 158
Finance costs (3,032) (10,291)
Net finance costs 7 (286) (10,133)
Loss before income tax (794) (11,796)
Loss and total comprehensive loss for the year (794) (11,796)

* In September, 2020 a decision was made by the Group management to change the business model

and to cease trading from February, 2021, see also Note 2 (b) for details.

These financial statements were approved by the Company’s management on 3 October 2022 and

were signed on its behalf by:

Representation Office Manager
Tinatin Bolkvadze

6

The statement of profit or loss and other comprehensive income is to be read in conjunction with the notes to,
and forming part of, the financial statements set out on pages 9 to 29.
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6

The statement of profit or loss and other comprehensive income is to be read in conjunction with the notes to,
and forming part of, the financial statements set out on pages 9 to 29.



British American Tobacco Georgia Limited Representative Office in Thilisi, Georgia
Statement of Changes in Equity for 2021

’000 GEL

Balance at 1 January 2020

Total comprehensive income

Loss for the year

Total comprehensive loss for the year
Balance at 31 December 2020

Balance at 1 January 2021

Total comprehensive income

Loss for the year

Total comprehensive loss for the year
Transactions with owners of the Company
Recognition of additional paid-in capital on
forgiveness of loan and borrowing from a related
party (note 11)

Total transactions with owners of the Company
Balance at 31 December 2021

Accumulated

Additional

loss paid-in capital Total

(44,055) 9,994 (34,061)
(11,796) - (11,796)
(11,796) - (11,796)
(55,851) 9,994 (45,857)
(55,851) 9,994 (45,857)
(794) - (794)
(794) - (794)

- 46,301 46,301

- 46,301 46,301
(56,645) 56,295 (350)

7

The statement of changes in equity is to be read in conjunction with the notes to, and forming part of, the

financial statements set out on pages 9 to 29.



British American Tobacco Georgia Limited Representative Office in Thilisi, Georgia
Statement of Cash Flows for 2021

000 GEL Note 2021 2020

Cash flows from operating activities

Loss for the year before tax (794) (11,796)

Adjustments for:

Depreciation and amortization 424 1,063

Net finance costs 286 10,133
(84) (600)

Changes in:

Inventories 9,814 19,111

Trade and other receivables 960 3,651

Change in provisions for liabilities and charges 1,682 -

Trade and other payables (5,372) (7,481)

Net cash from operating activities 7,001 14,681

Cash flows from investing activities

Interest received 52 158
Proceeds from sale of property and equipment 392 229
Acquisition of property and equipment (20) (33)
Net cash from investing activities 434 354

Cash flows from financing activities

Proceeds from borrowings - 400
Repayment of borrowings (9,917) (11,900)
Payment of lease liability (137) (597)
Interest paid (5) (184)
Net cash used in/ financing activities (10,059) (12,281)

Net decrease/increase in cash and cash

equivalents (2,624) 2,754

Cash and cash equivalents at 1 January 4,089 1,192

Effect of movements in exchange rates on cash and

cash equivalents (27) 143

Cash and cash equivalents at 31 December 10 1,438 4,089
8

The statement of cash flows is to be read in conjunction with the notes to, and forming part of, the financial
statements set out on pages 9 to 29.
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British American Tobacco Georgia Limited Representative Office in Thilisi, Georgia
Notes to the Financial Statements for the year ended 31 December 2021

Reporting entity
Business environment

The Company’s operations are located in Georgia. Consequently, the Company is exposed to the
economic and financial markets of Georgia that display characteristics of an emerging market. The
legal, tax and regulatory frameworks continue development, but are subject to varying interpretations
and frequent changes which together with other legal and fiscal impediments contribute to the
challenges faced by entities operating in Georgia. The COVID-19 coronavirus pandemic has further
increased uncertainty in the business environment.

The Company’s financial statements reflect management’s assessment of the impact of the Georgian
business environment on the operations and the financial position of the Company. The future
business environment may differ from management’s assessment.

Organisation and operations

The Company is a Georgian registered representative office of British American Tobacco Georgia
Limited registered in the United Kingdom of Great Britain and Northern Ireland. The Company was
established on 11 May 2001.

The Company’s registered office is Vazha-Pshavela Avenue N 71, Saburtalo district, Thilisi, Georgia
and the Company’s identification number is 211401160.

The Company’s principal activity was import and sale of cigarettes in Georgia. The Company is
wholly owned by British American Tobacco Georgia Limited (UK) (immediate parent). The
Company’s ultimate parent company is British American Tobacco PLC. British American Tobacco
PLC is a public limited company which is listed on the London Stock Exchange and is incorporated
and domiciled in the UK.

The Company’s suppliers are entities within the group headed by British American Tobacco PLC.
Besides, majority of the Company’s funding is from, and credit exposures are to, the entities within
the Group. As a result, the Company is economically dependent upon the group headed by British
American Tobacco PLC (the “Group”). In addition, the activities of the Company are closely linked
with the requirements of the group headed by British American Tobacco PLC. All policies and
procedures are communicated from the head office. Related party transactions are disclosed in Note
16.

The Company ceased trading from February, 2021. Instead, a third party will be used to market the
Group’s products in the Georgian market. For details see also Note 2(b), 8 and 11.

Basis of accounting
Statement of compliance

The accompanying financial statements were prepared in accordance with International Financial
Reporting Standards (IFRS).

Going concern

In September, 2020 a decision was made by the Group management to change the business model.
As aresult of the decision, the Company ceased trading on the Georgian market from February, 2021
and the goods are directly sold to and marketed by a third-party distributor.



British American Tobacco Georgia Limited Representative Office in Thilisi, Georgia
Notes to the Financial Statements for the year ended 31 December 2021

Due to the change in the business model, as at 31 December 2021, the Company sold all of its
inventory to a third-party distributor (see also Note 8).

During 2021, the Company repaid majority of its outstanding trade and other payables (see also Note
12).

The Company also repaid a portion of its unsecured related party loan and the remaining balance of
the loan and borrowing was forgiven by the Parent.

As a result of the above, the financial statements have not been prepared on the basis that the
Company will continue as a going concern.

Although going concern assumption is not appropriate, the management believes that IFRSs continue
to be applicable financial reporting framework and that there should be no exemption from the
measurement, recognition and disclosure requirements of IFRSs.

Functional and presentation currency

The functional currency of the Company is the Georgian Lari (GEL) being the national currency of
Georgia, it reflects the economic substance of the majority of underlying events and circumstances
relevant to them. The GEL is also the presentation currency for the purposes of these financial
statements.

All financial information presented in GEL has been rounded to the nearest thousands, except when
otherwise indicated.

Use of estimates and judgments

The preparation of financial statements in conformity with IFRSs requires management to make
judgments, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. Actual results may differ from those
estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimates are revised and in any future periods
affected.

Information about critical judgments in applying accounting policies that have the most significant
effect on the amounts recognised in the financial statements is included in the notes 2(b) — Going
Concern and 11(b) — Loans and borrowings.

Measurement of fair values

When measuring the fair value of an asset or a liability, the Company uses market observable data
as far as possible. Fair values are categorised into different levels in a fair value hierarchy based on
the inputs used in the valuation techniques as follows:

— Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

— Level 2: inputs other than quoted prices included in Level 1 that are observable for the asset or
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

— Level 3: inputs for the asset or liability that are not based on observable market data (unobservable
inputs).

If the inputs used to measure the fair value of an asset or a liability might be categorised in different
levels of the fair value hierarchy, then the fair value measurement is categorised in its entirety in the
same level of the fair value hierarchy as the lowest level input that is significant to the entire
measurement.

10



British American Tobacco Georgia Limited Representative Office in Thilisi, Georgia
Notes to the Financial Statements for the year ended 31 December 2021

The Company recognises transfers between levels of the fair value hierarchy at the end of the
reporting period during which the change has occurred.

Further information about the assumptions made in measuring fair values is included in the Note 13
—accounting classifications and fair values.

Cost of goods sold
000 GEL 2021 2020
Duty, excise and other taxes 12,691 103,134
Cost of sold cigarettes 2,336 21,414
Excise stamps consumed - 892
15,027 125,440
Other operating expenses
000 GEL 2021 2020
Provision charges 1,682 -
Royalty fees 288 2,618
Professional fees 202 332
Other office expenses 32 183
Representative and business trip expenses 22 359
BAT shared service fees - 4,596
Contractors' salaries - 1,450
Advertising and marketing expenses - 1,445
Rent expenses - 171
Inventory write-off - 78
Other 381 1,958
2,607 13,190
Net finance costs
000 GEL 2021 2020
Recognised in profit or loss
Interest income on bank current accounts 52 158
Net foreign exchange gain 2,694 -
Finance income 2,746 158
Net foreign exchange loss - (6,490)
Interest expense of financial liabilities measured at
amortised cost (note 11) (3,027) (3,678)
Interest expense accrued under IFRS 16 (5) (123)
Finance costs (3,032) (10,291)
Net finance costs recognized in profit or loss (286) (10,133)

Inventories

000 GEL 31 December 2021 31 December 2020

Goods for resale - 9,810

Other inventories - 4
- 9,814

In February, 2021 the Company sold the entire stock of inventories to a third-party distributor.

11
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British American Tobacco Georgia Limited Representative Office in Thilisi, Georgia
Notes to the Financial Statements for the year ended 31 December 2021

Trade and other receivables

’000 GEL 31 December 2021 31 December 2020
Other receivables - 481
Other tax receivables - 319
Trade receivables - 90
Prepayments - 70

- 960

The Company’s exposure to credit and currency risks are disclosed in note 13.

Cash and cash equivalents

000 GEL 31 December 2021 31 December 2020
Bank balances 1,438 4,089
Cash and cash equivalents in the statements of financial

position and statement of cash flows 1,438 4,089

The Company’s exposure to interest rate risk and a sensitivity analysis for financial assets and
liabilities are disclosed in note 13.

Loans and borrowings

This note provides information about the contractual terms of the Company’s interest-bearing loans
and borrowings, which are measured at amortised cost. For more information about the Company’s
exposure to interest rate, foreign currency and liquidity risk, see note 13.

’000 GEL 31 December 2021 31 December 2020
Non-current liabilities
Unsecured related party loan - -

Current liabilities

Unsecured related party loan - 55,391
Unsecured bank loans - -
- 55,391
- 55,391

The Company repaid a portion of unsecured related party loan in the amount of USD 3,000 thousand
(GEL 9,917 thousand) in February, 2021. Subsequently, the remaining portion of the above related
party loan USD 15,000 thousand (GEL 46,301 thousand) was forgiven by the Parent in
November, 2021.

Terms and debt repayment schedule
Terms and conditions of outstanding loans were as follows:

31 December 2021

Nominal Year of Face Carrying
000 GEL Currency interest rate  maturity value amount
Unsecured related party loan usb 0% 2021 - -

Total interest-bearing liabilities - -

31 December 2020

Nominal Year of Face Carrying
’000 GEL Currency interest rate  maturity value amount
Unsecured related party loan usb 0% 2021 59,168 55,391
Total interest-bearing liabilities 59,168 55,391

12
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British American Tobacco Georgia Limited Representative Office in Thilisi, Georgia
Notes to the Financial Statements for the year ended 31 December 2021

Fair value of loans and borrowings

In January, 2018 the Company obtained a loan from immediate parent (BAT Georgia Limited) of
USD 13,000 thousand and repaid all other borrowings. The loan h was to be repaid in November,
2019 and was interest-free. As the loan from the immediate parent company was borrowed at below
market rate, management applied 8.4% p.a. to determine fair value of the loan at initial recognition
and the difference between amortized cost of the loan at initial recognition and consideration received
in the amount of GEL 2,293 thousand was recognized as additional paid-in capital. Interest rate of
8.4% p.a. was determined based on prevailing average market rate for legal entities in Georgia.

Subsequently, the terms of the loan from the immediate parent (BAT Georgia Limited) were
amended on 25 July, 2019. The loan amount was increased by USD 5,000 thousand and maturity
extended until November 2021, resulting in substantial modification of contractual terms.
Consequently, concurrent with the derecognition of outstanding amortised cost balance of
GEL 37,630 thousand of loans and borrowings at the date of modification, an unamortised portion
of the previously recognized additional paid-in capital of GEL 2,293 thousand was derecognised.
Therefore, upon initial recognition of the new financial instrument, discounted using a market rate
of 7.1% p.a., GEL 9,994 thousand was recognized as a contribution from the shareholder and
recorded within equity as additional paid-in capital.

Reconciliation of movements of liabilities to cash flows arising from financing activities

000 GEL 2021
Borrowed
funds Lease liability Total
Balance at 1 January 55,391 226 55,617
Repayment of borrowings (9,917) - (9,917)
Loan forgiveness (46,301) - (46,301)
Payment of lease liability - (137) (137)
Interest paid - 5) (5)
Total changes from financing cash flows (56,218) (142) (56,360)
Foreign exchange gain/loss (2,200) - (2,200)
Lease additions - - -
Interest expense 3,027 5 3,032
Changes due to reassessments/modifications - (89) (89)
Total liability-related other changes 827 (84) 743
Balance as at 31 December - - -
000 GEL 2020
Borrowed
funds Lease liability Total

Balance at 1 January 56,756 329 57,085
Proceeds from borrowings 400 - 400
Repayment of borrowings (11,900) - (11,900)
Payment of lease liability - (474) (474)
Interest paid (184) (123) (307)
Total changes from financing cash flows (11,684) (597) (12,281)
Foreign exchange loss 6,641 - 6,641
Lease additions - 153 153
Lease disposals/terminations - (89) (89)
Interest expense 3,678 123 3,801
Changes due to reassessments/modifications - 307 307
Total liability-related other changes 10,319 494 10,813
Balance as at 31 December 55,391 226 55,617

13
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British American Tobacco Georgia Limited Representative Office in Thilisi, Georgia
Notes to the Financial Statements for the year ended 31 December 2021

Trade and other payables and provisions

31 December 31 December
000 GEL 2021 2020
Trade payables - 2,758
Other payables 106 2,719
106 5,477
Provisions for Liabilities and Charges 1,682 -

Due to ongoing tax inspection carried out by Revenue Service for the periods 2019-2021 years, the
Company estimated possible tax associated with royalty contract with assistance of its tax consultant
(BDO) and respective provision has been recognised in these financial statements.

The Company’s exposure to currency and liquidity risk related to trade and other payables is
disclosed in note 13.

Fair values and risk management
Accounting classifications and fair values

The estimates of fair value are intended to approximate 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. However, given the uncertainties and the use of subjective judgment, the fair
value should not be interpreted as being realizable in an immediate sale of the assets or transfer of
liabilities.

The Company has determined the fair values of financial assets and liabilities using valuation
techniques. The objective of the valuation techniques is to arrive at a fair value determination that
reflects the price that would be received to sell the asset or paid to transfer the liability in an orderly
transaction between market participants at the measurement date. The valuation technique used is
the discounted cash flow model. Fair value of all financial assets and liabilities is calculated based
on the present value of future principal and interest cash flows, discounted at the market rate of
interest at the reporting date.

Management believes that the fair values of the Company’s financial assets and liabilities
approximate their carrying amounts.

Financial risk management
The Company has exposure to the following risks from its use of financial instruments:

— credit risk (see 13(b)(ii));
— liquidity risk (see 13(b)(iii));
— market risk (see 13(b)(iv)).

Risk management framework

The management has overall responsibility for the establishment and oversight of the Company’s
risk management framework and is responsible for developing and monitoring the Company’s risk
management policies and reporting regularly to the shareholder on its activities.

The Company’s risk management policies are established to identify and analyse the risks faced by
the Company, to set appropriate risk limits and controls, and to monitor risks and adherence to limits.
Risk management policies and systems are reviewed regularly to reflect changes in market conditions
and the Company’s activities. The Company, through its training and management standards and
procedures, aims to develop a disciplined and constructive control environment in which all
employees understand their roles and obligations.

14
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British American Tobacco Georgia Limited Representative Office in Thilisi, Georgia
Notes to the Financial Statements for the year ended 31 December 2021

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.

The carrying amount of financial assets represents the maximum credit risk exposure.
Cash and cash equivalents

The Company held cash and cash equivalents of GEL 1,438 thousand at 31 December 2021
(2020: GEL 4,089 thousand), which represents its maximum credit exposure on these assets.

The cash and cash equivalents are held with a local bank, which has a short-term issuer default rating
of B, based on Fitch agency ratings. Management does not believe that the counterparty will fail to
meet its obligations.

For cash and cash equivalents lifetime ECL is used. Management estimates that the effect of ECLs
for cash and cash equivalents for the years ended 31 December 2021 and 2020 is not material.

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations
associated with its financial liabilities that are settled by delivering cash or another financial asset.
The Company’s approach to managing liquidity is to ensure, as far as possible, that it will always
have sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions,
without incurring unacceptable losses or risking damage to the Company’s reputation.

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

Exposure to liquidity risk
The following are the remaining contractual maturities of financial liabilities at the reporting date.

The amounts are gross and undiscounted and include estimated interest payments and exclude the
impact of netting agreements.

31 December 2021 Contractual Cash Flows

000 GEL Carryingamount  Total  0-12 months  1-2 years

Non-derivative financial liabilities

Trade and other payables 106 106 106 -

106 106 106 -

31 December 2020 Contractual Cash Flows

000 GEL Carryingamount  Total 0-12 months 1-2 years

Non-derivative financial liabilities

Unsecured related party loan 55,391 58,979 58,979 -

Trade and other payables 5,477 5,477 5,477 -

Lease liability 226 226 226 -
61,094 64,682 64,682 -

Market risk

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

The Company is exposed to currency risk on purchases and borrowings that are denominated in a
currency other than the functional currency of the Company. The currency in which these
transactions primarily are denominated are USD and EUR.

Exposure to currency risk

The Company’s exposure to foreign currency risk was as follows based on notional amounts:

000 GEL usD EUR usD EUR
Denominated Denominated  Denominated Denominated
2021 2021 2020 2020
Cash and cash equivalents 39 663 219 664
Trade and other receivables - - - 64
Unsecured related party loans - - (55,391) -
Trade and other payables - - (848) -
Net exposure 39 663 (56,020) 730

The following significant exchange rates applied during the year:

Average Reporting date spot Average Reporting date
000 GEL rate rate rate spot rate
2021 31 December 2021 2020 31 December 2020
usD 3.2209 3.0976 3.1097 3.2766
EUR 3.8140 3.504 3.5519 4.0233

Sensitivity analysis

A 10% weakening/strengthening of the GEL, as indicated below, against the USD and EUR at 31
December would have (decreased) /increased profit or loss by the amounts shown below. This
analysis is based on foreign currency exchange rate variances that the Company considered to be
reasonably possible at the end of the reporting period. The analysis assumes that all other variables,
in particular interest rates, remain constant. The analysis is performed on the same basis for 2021
and 2020 for 10% weakening/strengthening of the GEL

000 GEL: Strengthening Weakening
Profit or loss Profit or loss

2021

USD (10% movement) 4) 4
EUR (10% movement) (66) 66
2020

USD (10% movement) 5,602 (5,602)
EUR (10% movement) (73) 73

Interest rate risk

Changes in interest rates impact primarily loans and borrowings by changing either their fair value
(fixed rate debt) or their future cash flows (variable rate debt). Management does not have a formal
policy of determining how much of the Company’s exposure should be fixed or variable rates.
However, at the time of raising new loans or borrowings management uses its judgment to decide
whether it believes that a fixed or variable rate would be more favourable to the Company over the
expected period until maturity.

Exposure to interest rate risk

At the reporting date the interest rate profile of the Company’s interest-bearing financial instruments
was as follows:

16



14,

15.

(@)

(b)

(©

British American Tobacco Georgia Limited Representative Office in Thilisi, Georgia
Notes to the Financial Statements for the year ended 31 December 2021

000 GEL Carrying amount
2021 2020

Fixed rate instruments

Financial liabilities - (55,391)
Variable rate instruments -

Financial liabilities -

Fair value sensitivity analysis for fixed rate instruments

The Company does not account for any fixed rate financial instruments as fair value through profit
or loss or fair value through other comprehensive income. Therefore, a change in interest rates at the
reporting date would not have an effect in profit or loss or in equity.

Capital commitments

As at 31 December 2021, the Company does not have any capital commitments (31 December 2020:
nil).

Contingencies
Insurance

The insurance industry in Georgia is in a developing state and many forms of insurance protection
common in other parts of the world are not yet generally available. The Company does not have full
coverage for its business interruption, or third-party liability in respect of property or environmental
damage arising from accidents on Company property or relating to Company operations. Until the
Company obtains adequate insurance coverage, there is a risk that the loss or destruction of certain
assets could have a material adverse effect on the Company’s operations and financial position.

Litigation

In the opinion of management, there are no current legal proceedings or other claims outstanding,
which could have a material effect on the result of operations or financial position of the Company
and which have not been accrued or disclosed in these financial statements.

Taxation contingencies

The taxation system in Georgia is relatively new and is characterised by frequent changes in
legislation, official pronouncements and court decisions, which are sometimes unclear, contradictory
and subject to varying interpretation. 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 more significant than in other countries
with more developed taxation systems. Management believes that it has provided adequately for tax
liabilities based on its interpretations of applicable Georgian tax legislation, official pronouncements
and court decisions. However, the interpretations of the relevant authorities could differ and the effect
on these financial statements, if the authorities were successful in enforcing their interpretations,
could be significant.

As of the date these financial statements were authorized for issue, Revenue service is carrying out
tax inspection of the Company for the periods 2019-2021 year.
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Related parties
Parent and ultimate controlling party

The Company’s immediate parent company is British American Tobacco Georgia Limited,
registered in the United Kingdom of Great Britain and Northern Ireland. The Company’s ultimate
parent company is British American Tobacco PLC.

British American Tobacco PLC is listed on the London Stock Exchange and produces publicly
available financial statements.

Transactions with key management personnel
Key management remuneration

Key management received the following remuneration during the year, which is included in wages
and other employee benefits:

’000 GEL 2021 2020
Salaries and bonuses 624 1,615

Other related party transactions

Transaction value Transaction value

for the year ended for the year ended Outstanding
’000 GEL 31 December 31 December balance as at
31 December 31 December
2021 2020 2021 2020

Services received:

Companies under control of

ultimate controlling party (3,534) (10,331) - (928)
Purchase of goods:

Companies under control of

ultimate controlling party - (19,986) - (672)
Loans received from the Parent:
Parent - - - (55,391)

During 2021, interest expenses of GEL 3,027 thousand (2020: GEL 3,494 thousand) were recognised
in profit or loss in respect of loans and borrowings from related parties. Interest rates and maturities
of loans from related parties are disclosed in note 11.

None of the balances are secured. No expense has been recognised in the current or prior years for
bad or doubtful debts in respect of amounts owed by related parties.

Basis of measurement

The financial statements have been prepared on the historical cost basis.
Significant accounting policies

The Company has consistently applied the following accounting policies to all periods presented in
these financial statements.
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Revenue

Revenue is recognised when the Company satisfies a performance obligation by transferring the
promised good to a customer. When the performance obligation is satisfied, the Company recognises
as revenue the amount of the transaction price, which excludes amounts collected on behalf of third
parties and estimates of variable consideration that are constrained, that is allocated to that
performance obligation.

Type of goods provided

The principal activity of the Company is the sale of tobacco products to a single customer in Georgia
(see note 1 (b)). The Company has one revenue stream from the sale of tobacco products. Under
IFRS 15, revenue is recognized when a customer obtains control of the goods or services.
Determining the timing of the transfer of control — at a point in time or over time — may require
judgement, but as the transfer of control happens within a few hours at the Company’s warehouse,
there is no judgment involved and the revenue is recognized immediately.

Product type Nature, timing of satisfaction of performance obligation and significant payment terms

Standard The customers obtain control of standard tobacco products when the goods are taken by
Tobacco the customer from the Company’s warehouse. Invoices are generated and revenue is
products recognised at that point in time. Invoices are usually payable within 30 days.

Revenue is the value of sales after the deduction of sales related discounts and rebates,
display fees, value added tax and other sales related taxes. Usually, no discounts are
provided for tobacco products.

For contracts that permit the customer to return an item, under IFRS 15 revenue is
recognised to the extent that it is highly probable that a significant reversal in the amount
of cumulative revenue recognised will not occur. Therefore, the amount of revenue
recognised is adjusted for expected returns, which are estimated based on the historical
data for specific types of paper, size, finish etc

Finance income and costs
The Company’s finance income and finance costs include:

— Interest income;
— Interest expense;
— The foreign currency gain or loss on financial assets and financial liabilities

Interest income or expense is recognised as it accrues in profit or loss, using the effective interest
method.

The ‘effective interest rate’ is the rate that exactly discounts estimated future cash payments or
receipts through the expected life of the financial instrument to:

— the gross carrying amount of the financial asset; or
— the amortised cost of the financial liability.

In calculating interest income and expense, the effective interest rate is applied to the gross carrying
amount of the asset (when the asset is not credit-impaired) or to the amortised cost of the liability.
However, for financial assets that have become credit-impaired subsequent to initial recognition,
interest income is calculated by applying the effective interest rate to the amortised cost of the
financial asset. If the asset is no longer credit-impaired, then the calculation of interest income reverts
to the gross basis.

Foreign currency gains and losses are reported on a net basis as either finance income or finance cost
depending on whether foreign currency movements are in a net gain or net loss position.
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Foreign currency transactions

Transactions in foreign currencies are translated to the functional currency of the Company at
exchange rates at the dates of the transactions.

Monetary assets and liabilities denominated in foreign currencies at the reporting date are translated
to the functional currency at the exchange rate at that date. The foreign currency gain or loss on
monetary items is the difference between amortised cost in the functional currency at the beginning
of the period, adjusted for effective interest and payments during the period, and the amortised cost
in foreign currency translated at the exchange rate at the end of the reporting period.

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value
are translated to the functional currency at the exchange rate at the date that the fair value was
determined. Non-monetary items in a foreign currency that are measured based on historical cost are
translated using the exchange rate at the date of the transaction.

Foreign currency differences arising in translation are recognised in profit or loss.
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 reliably.

Income tax

Income tax expense comprises current and deferred tax. It is recognized in profit or loss except to
the extent that it relates to a business combination, or items recognized directly in equity or in other
comprehensive income.

Current tax

Current tax comprises the expected tax payable or receivable on the taxable income or loss for the
year, using tax rates enacted or substantively enacted at the reporting date, and any adjustment to tax
payable in respect of previous years. Current tax payable also includes any tax liability arising from
dividends.

On 13 May 2016 the Parliament of Georgia passed the bill on corporate income tax reform (also
known as the Estonian model of corporate taxation), which mainly moves the moment of taxation
from when taxable profits are earned to when they are distributed. The law has entered into force in
2016 and is effective for tax periods starting after 1 January 2017 for all entities except for financial
institutions (such as banks, insurance companies, microfinance organizations, pawnshops), for which
the law will become effective from 1 January 2023.

The new system of corporate income taxation does not imply exemption from Corporate Income Tax
(CIT), rather CIT taxation is shifted from the moment of earning the profits to the moment of their
distribution; i.e. the main tax object is distributed earnings. The Tax Code of Georgia defines
Distributed Earnings (DE) to mean profit distributed to shareholders as a dividend. However some
other transactions are also considered as DE, for example non-arm’s length cross-border transactions
with related parties and/or with persons exempted from tax are also considered as DE for CIT
purposes. In addition, the tax object includes expenses or other payments not related to the entity’s
economic activities, free of charge supply and over-limit representative expenses.
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Tax reimbursement is available for the current tax paid on the undistributed earnings in the years
2008-2016, if those earnings are distributed in 2017 or further years.

The corporate income tax arising from the payment of dividends is accounted for as an expense in
the period when dividends are declared, regardless of the actual payment date or the period for which
the dividends are paid.

The Tax Code of Georgia provides for charging corporate income tax on certain transactions not
related to the entity’s economic activities, free of charge supplies and representative expenses over
the allowed limit. The Company considers the taxation of such transaction as outside of the scope of
IAS 12 Income Taxes and accounts for the tax on such items as taxes other than on income.

Deferred Tax

Due to the nature of the new taxation system described above, the entities registered in Georgia do
not have any differences between the tax bases of assets and their carrying amounts and hence, no
deferred income tax assets and liabilities arise.

Inventories

Inventories are measured at the lower of cost and net realisable value. The cost of inventories is based
on the First in First Out principle, and includes expenditure incurred in acquiring the inventories and
other costs incurred in bringing them to their existing location and condition. Excise tax is also part
of the inventory cost, and it comprises a fixed part, calculated as GEL 1.70 per pack
(2020: GEL 1.70) and an ad valorem part, calculated as 30% of the retail price of the cigarette.

Net realisable value is the estimated selling price in the ordinary course of business, less the estimated
selling expenses.

Property and equipment
Recognition and measurement

Items of property and equipment, are measured at cost less accumulated depreciation and any
accumulated impairment losses.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of
self-constructed assets includes the cost of materials and direct labour, any other costs directly
attributable to bringing the asset to a working condition for their intended use, the costs of
dismantling and removing the items and restoring the site on which they are located, and capitalised
borrowing costs. Purchased software that is integral to the functionality of the related equipment is
capitalised as part of that equipment.

If significant parts of an item of property and equipment have different useful lives, they are
accounted for as separate items (major components) of property and equipment.

Any gain or loss on disposal of an item of property and equipment is determined by comparing the
proceeds from disposal with the carrying amount of property and equipment, and is recognised net
within other income/other expenses in profit or loss.

Subsequent costs

The cost of replacing a component of an item of property and equipment is recognised in the carrying
amount of the item if it is probable that the future economic benefits embodied within the component
will flow to the Company, and its cost can be measured reliably. The carrying amount of the replaced
component is derecognised. The costs of the day-to-day servicing of property and equipment are
recognised in profit or loss as incurred.
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Items of property and equipment are depreciated from the date that they are installed and are ready
for use, or in respect of internally constructed assets, from the date that the asset is completed and
ready for use. Depreciation is based on the cost of an asset less its estimated residual value.

Depreciation is generally recognised in profit or loss on a straight-line basis over the estimated useful
lives of each part of an item of property and equipment, since this most closely reflects the expected
pattern of consumption of the future economic benefits embodied in the asset.

The estimated useful lives of significant items of property and equipment for the current period are
as follows:

— Motor vehicles 4 years;
— Computer equipment 3-5 years;
— Office equipment 5 years;
—  Fixture and fittings 10 years.

Depreciation methods, useful lives and residual values are reviewed at each reporting date and
adjusted if appropriate.

Financial instruments
Recognition and initial measurement

Trade receivables and debt securities issued are initially recognised when they are originated. All
other financial assets and financial liabilities are initially recognised when the Company becomes a
party to the contractual provisions of the instrument.

A financial asset (unless it is a trade receivable without a significant financing component) or
financial liability is initially measured at fair value plus, for an item not at FVTPL, transaction costs
that are directly attributable to its acquisition or issue. A trade receivable without a significant
financing component is initially measured at the transaction price.

Classification and subsequent measurement
Financial assets

On initial recognition, a financial asset is classified as measured at: amortised cost; FVOCI — debt
investment; FVOCI — equity investment; or FVTPL.

Financial assets are not reclassified subsequent to their initial recognition unless the Company
changes its business model for managing financial assets, in which case all affected financial assets
are reclassified on the first day of the first reporting period following the change in the business
model.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not
designated as at FVTPL:

— it is held within a business model whose objective is to hold assets to collect contractual cash
flows; and

— its contractual terms give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.
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A debt investment is measured at FVOCI if it meets both of the following conditions and is not
designated as at FVTPL:

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

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

On initial recognition of an equity investment that is not held for trading, the Company may
irrevocably elect to present subsequent changes in the investment’s fair value in OCI. This election
is made on an investment-by-investment basis.

All financial assets not classified as measured at amortised cost or FVOCI as described above are
measured at FVTPL.

Financial liabilities — Classification, subsequent measurement and gains and losses

Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is
classified as at FVTPL if it is classified as held-for-trading, it is a derivative or it is designated as
such on initial recognition. Financial liabilities at FVTPL are measured at fair value and net gains
and losses, including any interest expense, are recognised in profit or loss. Other financial liabilities
are subsequently measured at amortised cost using the effective interest method. Interest expense and
foreign exchange gains and losses are recognised in profit or loss. Any gain or loss on derecognition
is also recognised in profit or loss.

Modification of financial assets and financial liabilities
Financial assets

If the terms of a financial asset are modified, the Company evaluates whether the cash flows of the
modified asset are substantially different. If the cash flows are substantially different (referred to as
‘substantial modification’), then the contractual rights to cash flows from the original financial asset
are deemed to have expired. In this case, the original financial asset is derecognised and a new
financial asset is recognised at fair value.

The Company performs a quantitative and qualitative evaluation of whether the modification is
substantial, i.e. whether the cash flows of the original financial asset and the modified or replaced
financial asset are substantially different. The Company assesses whether the modification is
substantial based on quantitative and qualitative factors in the following order: qualitative factors,
guantitative factors, combined effect of qualitative and quantitative factors. If the cash flows are
substantially different, then the contractual rights to cash flows from the original financial asset
deemed to have expired. In making this evaluation the Company analogizes to the guidance on the
derecognition of financial liabilities.

The Company concludes that the modification is substantial as a result of the following qualitative
factors:

— change the currency of the financial asset;
— change in collateral or other credit enhancement.

If the cash flows of the modified asset carried at amortised cost are not substantially different, then
the modification does not result in derecognition of the financial asset. In this case, the Company
recalculates the gross carrying amount of the financial asset and recognises the amount arising from
adjusting the gross carrying amount as a modification gain or loss in profit or loss. The gross carrying
amount of the financial asset is recalculated as the present value of the renegotiated or modified
contractual cash flows that are discounted at the financial asset's original effective interest rate. Any
costs or fees incurred adjust the carrying amount of the modified financial asset and are amortised
over the remaining term of the modified financial asset.
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Financial liabilities

The Company derecognises a financial liability when its terms are modified and the cash flows of
the modified liability are substantially different. In this case, a new financial liability based on the
modified terms is recognised at fair value. The difference between the carrying amount of the
financial liability extinguished and the new financial liability with modified terms is recognised in
profit or loss.

If a modification (or exchange) does not result in the derecognition of the financial liability the
Company applies accounting policy consistent with the requirements for adjusting the gross carrying
amount of a financial asset when a modification does not result in the derecognition of the financial
asset, i.e. the Company recognises any adjustment to the amortised cost of the financial liability
arising from such a modification (or exchange) in profit or loss at the date of the modification (or
exchange).

Changes in cash flows on existing financial liabilities are not considered as modification, if they
result from existing contractual terms. The Company treats the modification of an interest rate to a
current market rate using the guidance on floating-rate financial instruments. This means that the
effective interest rate is adjusted prospectively.

Company performs a quantitative and qualitative evaluation of whether the modification is
substantial considering qualitative factors, quantitative factors and combined effect of qualitative and
guantitative factors. The Company concludes that the modification is substantial as a result of the
following qualitative factors:

— change the currency of the financial liability;

— change in collateral or other credit enhancement;

— inclusion of conversion option;

— change in the subordination of the financial liability.

For the gquantitative assessment the terms are substantially different if the discounted present value
of the cash flows under the new terms, including any fees paid net of any fees received and discounted
using the original effective interest rate, is at least 10 per cent different from the discounted present
value of the remaining cash flows of the original financial liability. If an exchange of debt instruments
or modification of terms is accounted for as an extinguishment, any costs or fees incurred are
recognised as part of the gain or loss on the extinguishment. If the exchange or modification is not
accounted for as an extinguishment, any costs or fees incurred adjust the carrying amount of the
liability and are amortised over the remaining term of the modified liability.

Derecognition
Financial assets

The Company derecognises a financial asset when the contractual rights to the cash flows from the
financial asset expire, or it transfers the rights to receive the contractual cash flows in a transaction
in which substantially all of the risks and rewards of ownership of the financial asset are transferred
or in which the Company neither transfers nor retains substantially all of the risks and rewards of
ownership and it does not retain control of the financial asset.

The Company enters into transactions whereby it transfers assets recognised in its statement of

financial position, but retains either all or substantially all of the risks and rewards of the transferred
assets. In these cases, the transferred assets are not derecognised.
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Financial liabilities

The Company derecognises a financial liability when its contractual obligations are discharged or
cancelled, or expire. The Company also derecognises a financial liability when its terms are modified
and the cash flows of the modified liability are substantially different, in which case a new financial
liability based on the modified terms is recognised at fair value.

On derecognition of a financial liability, the difference between the carrying amount extinguished
and the consideration paid (including any non-cash assets transferred or liabilities assumed) is
recognised in profit or loss.

Offsetting

Financial assets and financial 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 amounts and it intends either to settle them on a net basis or to realise the asset and settle the
liability simultaneously.

Equity

Charter capital

The company’s legal form is a Branch of Foreign Company consequently it does not have a charter
capital.

Additional paid-in capital

Additional paid-in capital increase/decrease is affected through the receipt of loans from related
parties at rates different from market rates, through the forgiveness of liabilities from owners acting
in their capacity as owners, and other action that results in substantial modification of loan terms.
The fair value of loans received from related parties at interest rate different from market rate is
determined based on the present value of the expected future cash flows, discounted using a market
rate. The difference is recognised directly in equity.

Dividends

In accordance with Georgian legislation the Company’s distributable reserves are limited to the
balance of retained earnings as recorded in the Company’s statutory financial statements prepared in
accordance with IFRSs.

Impairment

Non-derivative financial assets

Financial instruments

The Company recognises loss allowances for ECLSs on:

— Financial assets measured at amortised cost;

— Debt investments measured at FVOCI; and
— Contract assets.
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The Company measures loss allowances at an amount equal to lifetime ECLs, except for the
following, which are measured at 12-month ECLSs:

— debt securities that are determined to have low credit risk at the reporting date; and

— other debt securities and bank balances for which credit risk (i.e. the risk of default occurring over
the expected life of the financial instrument) has not increased significantly since initial
recognition.

Loss allowances for trade receivables and contract assets are always measured at an amount equal to
lifetime ECLs.

When determining whether the credit risk of a financial asset has increased significantly since initial
recognition and when estimating ECLs, the Company considers reasonable and supportable
information that is relevant and available without undue cost or effort. This includes both quantitative
and qualitative information and analysis, based on the Company’s historical experience and informed
credit assessment and including forward-looking information.

The Company assumes that the credit risk on a financial asset has increased significantly if it is more
than 30 days past due.

The Company considers a financial asset to be in default when:

— the borrower is unlikely to pay its credit obligations to the Company in full, without recourse by
the Company to actions such as realising security (if any is held); or
— the financial asset is more than 90 days past due.

Lifetime ECLs are the ECLs that result from all possible default events over the expected life of a
financial instrument.

12-month ECLs are the portion of ECLs that result from default events that are possible within the
12 months after the reporting date (or a shorter period if the expected life of the instrument is less
than 12 months).

The maximum period considered when estimating ECLs is the maximum contractual period over
which the Company is exposed to credit risk.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present
value of all cash shortfalls (i.e. the difference between the cash flows due to the entity in accordance
with the contract and the cash flows that the Company expects to receive).

ECLs are discounted at the effective interest rate of the financial asset.
Credit-impaired financial assets

At each reporting date, the Company assesses whether financial assets carried at amortised cost and
debt securities at FVOCI are credit-impaired. A financial asset is ‘credit-impaired” when one or more
events that have a detrimental impact on the estimated future cash flows of the financial asset have
occurred.

Evidence that a financial asset is credit-impaired includes the following observable data:

— significant financial difficulty of the borrower or issuer;

— abreach of contract such as a default or being more than 90 days past due;

— the restructuring of a loan or advance by the Company on terms that the Company would not
consider otherwise;

— it is probable that the borrower will enter bankruptcy or other financial reorganisation; or

— the disappearance of an active market for a security because of financial difficulties.
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Presentation of allowance for ECL in the statement of financial position

Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying
amount of the assets.

Write-off

The gross carrying amount of a financial asset is written off when the Company has no reasonable
expectations of recovering a financial asset in its entirety or a portion thereof. The Company
individually makes an assessment with respect to the timing and amount of write-off based on
whether there is a reasonable expectation of recovery. The Company expects no significant recovery
from the amount written off. However, financial assets that are written off could still be subject to
enforcement activities in order to comply with the Company’s procedures for recovery of amounts
due.

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.

For the purpose of impairment testing, assets that cannot be tested individually are 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 separate 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 recognised if the carrying amount of an asset or its related cash-generating
unit (CGU) exceeds its estimated recoverable amount.

Impairment losses are recognised in profit or loss. Impairment losses recognised in respect of CGUs
are allocated first to reduce the carrying amount of any goodwill allocated to the CGU (group of
CGUs), and then to reduce the carrying amounts of the other assets in the CGU (group of CGUs) on
a pro rata basis.

An 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. An 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.

Leases
At inception of a contract, the Company assesses whether a contract is, or contains, a lease. A contract

is, or contains, a lease if the contract conveys the right to control the use of an identified asset for a
period of time in exchange for consideration.
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As a lessee

At commencement or on modification of a contract that contains a lease component, the Company
allocates the consideration in the contract to each lease component on the basis of its relative stand-
alone prices.

The Company recognises a right-of-use asset and a lease liability at the lease commencement date.
The right-of-use asset is initially measured at cost, which comprises the initial amount of the lease
liability adjusted for any lease payments made at or before the commencement date, plus any initial
direct costs incurred and an estimate of costs to dismantle and remove the underlying asset or to
restore the underlying asset or the site on which it is located, less any lease incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the
commencement date to the end of the lease term, unless the lease transfers ownership of the
underlying asset to the Company by the end of the lease term or the cost of the right-of-use asset
reflects that the Company will exercise a purchase option. In that case the right-of-use asset will be
depreciated over the useful life of the underlying asset, which is determined on the same basis as
those of property and equipment. In addition, the right-of-use asset is periodically reduced by
impairment losses, if any, and adjusted for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at
the commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot
be readily determined, the Company’s incremental borrowing rate. Generally, the Company uses its
incremental borrowing rate as the discount rate.

The Company determines its incremental borrowing rate by obtaining interest rates from various
external financing sources and makes certain adjustments to reflect the terms of the lease and type of
the asset leased.

Lease payments included in the measurement of the lease liability comprise the following:

— fixed payments, including in-substance fixed payments;

— variable lease payments that depend on an index or a rate, initially measured using the index or
rate as at the commencement date;

— amounts expected to be payable under a residual value guarantee; and

— the exercise price under a purchase option that the Company is reasonably certain to exercise,
lease payments in an optional renewal period if the Company is reasonably certain to exercise an
extension option, and penalties for early termination of a lease unless the Company is reasonably
certain not to terminate early.

The lease liability is measured at amortised cost using the effective interest method. It is remeasured
when there is a change in future lease payments arising from a change in an index or rate, if there is
a change in the Company’s estimate of the amount expected to be payable under a residual value
guarantee, if the Company changes its assessment of whether it will exercise a purchase, extension
or termination option or if there is a revised in-substance fixed lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying
amount of the right-of-use asset, or is recorded in profit or loss if the carrying amount of the right-
of-use asset has been reduced to zero.

The Company presents right-of-use assets that do not meet the definition of investment property in
‘property and equipment’ in the statement of financial position.

28



19.

British American Tobacco Georgia Limited Representative Office in Thilisi, Georgia
Notes to the Financial Statements for the year ended 31 December 2021

New Standards and interpretations not yet adopted

A number of new standards are effective for annual periods beginning after 1 January 2022 and
earlier application is permitted; however, the Company has not early adopted the new or amended
standards in preparing these financial statements.

The following amended standards and interpretations are not expected to have a significant impact
on the Company’s financial statements.

— COVID-19-Related Rent Concessions (Amendment to IFRS 16)

— COVID-19-Related Rent Concessions beyond 30 June 2021 (Amendment to IFRS 16)

— Onerous Contracts — Cost of Fulfilling a Contract (Amendments to IAS 37)

— Property, Plant and Equipment: Proceeds before Intended Use (Amendments to IAS 16)

— Reference to the Conceptual Framework (Amendments to IFRS 3)

— Interest Rate Benchmark Reform — Phase 2 (Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and
IFRS 16)
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— COVID-19-005b ©05353806989¢00 bsox st Joob s0dm8980 2021 ferol 30 03b6obol 398093
(535U 16-0b F9bfme98s).

— P989005b0 bgemdg36:49¢m98980 - bendg36G9engdol Gobitryemgdol o®gdryengds (Bsbl 37-0b
dgbpeacrndndo)

— do(G00s0 bs3w95¢m98980: J9dmbsgsero gsdobbryem 350mg9bgdsdoy (8sbL 16-0b Gobfie&98980).

— 36393950 Bstbmb 80000096960 (5L 3-0b Fgbfme98980);

— bom®0969500 bsdsbober bs3hmpgbdm 3565339000L G9306:0s - 9hs30 2 (5Ll 9, 8oL 39, gsbl 7,
RsUL 4 s RsbL 16-0b Fgbfrme98980).
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060003 53960796 MMBogm ¥ MK 05 0d0GHI©O, LdsMHMZ9E ML, MBOEOLOL Fo®dmMBoYbEMds (dH0MOT
50960gob  mMds3m  0doGgEol, 3md3sb60s, IMIROLEMOMIdo  0bywolls s gwlbdo, Fg0wgy
JoLsFoOHNDBY _ 2emd 3510, 1 Mmmg® LEHMoGO, Wmbombo CH2R 3A LoMgyol@®ozom bmd®hoo 4067494)
M930LGO0MYOMO s 3YdMY 899009y ToLETSONDBY: LodoMm39eMm, MdoErLo 0186, LLdMMMSE MU
650mb0, 3975-30539¢00L 453%. 71, deomzo 1, 99-4 LoBoEro, mgobo #21, 1/3: 211401160 (dgdymddo
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303356000 LodmErmm FIMdgo 3md3sboss ,British American Tobacco PLC* (d90c0amddo ,,060¢sbme
909603990 30305gm . gl 93565369000 MbEMbol Logmbom doMgol §93M0s, ©sxYdbgdEos ©s
900905M9MdL 359005690 Lodggmdo.

06MH0FBWM 5390030 Mddodm FoMmdmygbowos Fbmuwoml 200 Jzggsbsdo. dobo GMgyuombscrmEo
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2017 Heool g968s3emdsdo dM0@be 539Mm03wds 05ddsdma dgoliyos s1939 M@ 0bszombsgrw®o
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05000L 15985gmb 3600w EHgd0L d5BoOBY.

0MH0@9bM 589600390 M5805dMb eEMdIMEO LGMOGIR0ME0 3O GBI dmo3o3L 9999y LogsMgE oL
069bq9dL:

» Dunhill

» Kent

» Lucky Strike
» Rothmans
» Pall Mall

Q5 95939 899306900 GobZoL IJmbg 3GrMm©EgdL.

99956 mmbo (Kent, Lucky Strike, Rothmans & Pall Mall), fo®dm@agboeo ogm bogs®mgguml dsbo®by.
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