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INDEPENDENT AUDITOR’S REPORT
Imereti Agro Zone LLC

Opinion

We have audited the following accompanying financial statements of ,,Imereti Agro Zone” LLC ,
the statement of financial position as of December 31,2022, the statement of comprehensive income,
statement of changes in equity, statement of cash flows for the year then ended and a summary of
significant accounting policies andother explanatory information.

In our opinion, the financial statements, in all material respects,provide true and fair view of financial
position of ,,Imereti Agro Zone”LLC as of December 31, 2022, and (of) its financial performance
and its cash flows for the year then ended, in accordance with International Financial Reporting

Standards.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of ,,Imereti Agro
Zone”LLC in compliance with therelevant ethical requirements, which refers to financial statements
audited by us in Georgia. We have fulfilled our other responsibilities under those ethical
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to

provide abasis for our opinion.

Other Matter Paragraph

On the basis of order No. 01/2610422 of April 26, 2022 and order No. 01/290822 of August 29,
2022, 162,000 GEL has been transferred to AAP "Horticulture Training and Demonstration

Center" (SN 425059900) in the form of a "donation" to finance operating expenses

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in

accordance with International Financial Reporting Standards, 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 Group or the
Company or to cease operations, or has no realistic alternative but to do so. Those charged with

governance are responsible for overseeing the Company’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

The objectives of our audit 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.

Salome Kiknadze

Engagement Partner

KK Group S.alo g Eé?ffi"éﬁfﬁzgy
- oy Kiknadze Date: 2023.09.25
N11 Ar. Qurdiani st. Thilisi 01027027241 17:54:46

September 25, 2023




Imereti Agro Zone LLC

Statement of financial position

as at 31 December 2022

Notes 31.Dec.22 31.Dec.21
Assets
Intangible Assets 9 1380995 1639434
Land 10 12159 246 11649 319
Fixed Assets 8 77 570 56 167
Total long-term Assets 13617 811 13 344 920
Cash and Cash Equivalents 5 1591 566 573 816
Trade and Other Receivables 29382 2196
Inventories 574 3 060
Tax Assets 11 21600 65 425
Total Current Assets 1643 122 644 497
Total Assets 15 260 933 13 989 417
Liabilities
Trade and other Payables 12 3718 176
Tax Payables -
Deferred Income 14 2697 282 2277 146
Total Liabilities 2701000 2277322
Equity
Owner’s Equity 13 6962 574 6962 574
Retained Earnings 368 406 30495
Revaluation Reserve 5228 953 4719026
Total Equity 12 559 933 11712 095
Total liabilities and Equity 15 260 933 13 989 417

On behalif of the Management:

Director

September 25, 2022
Thilisi, Georgia

The notes on pages 11-32 form an integral part of these financial statements. The Independent Auditors’

Report is on pages 1-7.




Imereti Agro Zone LLC
Statement of financial position
as at 31 December 2022

Notes 31.Dec.22 31.Dec.21

Assets

Intangible Assets 9 1380995 1639434
Land 10 12 159 246 11 649 319
Fixed Assets 8 77 570 56 167
Total long-term Assets 13617811 13 344 920
Cash and Cash Equivalents 5 1591 566 573816
Trade and Other Receivables 6 29382 2196
Inventories 7 574 3060
Tax Assets 11 21600 65425
Total Current Assets 1643122 644 497
Total Assets 15 260 933 13 989 417
Liabilities

Trade and other Payables 12 3718 176
Deferred Income 14 2 697 282 2277 146
Total Liabilities 2701 000 2277 322
Equity

Owner’s Equity 13 6962574 6962574
Retained Earnings 368 406 30495
Revaluation Reserve 5228 953 4719026
Total Equity 12 559 933 11712 095
Total liabilities and Equity 15 260 933 13 989 417

On behalf of the Management:

——— D
Director = g

September 25, 2022
Thilisi, Georgia

The notes on pages 9-26 form an integral part of these financial statements. The Independent Auditors’
Report is on pages 1-4.




Imereti Agro Zone LLC
Statement of profit and loss
as at 31 December 2022

Notes 2022 2021

Revenue - -

Cost of Goods Sold - -

Gross Profit

General and Administrative Costs 15 (2663 331) (2 246 278)

Interest Income 16 83 656 51 606

Non-Operating Income 14 3079 864 2220415

Other Expenses 18 (162 000) (493)

Profit / (Loss) before profit tax 338 189 25 250

Profit tax

Profit for the year 338 189 25 250

The effect of change in exchange rates 17 (90) (139)

Total Profit for the year 338 099 25111
Other comprehensive Income/ (Loss):

Revaluation reserve for fixed assets, including biological 509 927 0

assets.

Total Comprehensive Income for the year 848 026 25111

On behalf of the Management:

Director

September 25, 2022
Thilisi, Georgia



Imereti Agro Zone LLC
Statement of profit and loss
as at 31 December 2022

Notes 2022 2021

Revenue = 2

Cost of Goods Sold - -

Gross Profit

General and Administrative Costs 15 (2 663 331) {2 246 278)

Interest Income 16 83 656 51 606

Non-Operating Income 14 3079864 2220415

Other Expenses 18 {162 000) (493)

Profit / (Loss) before profit tax 338189 25250

Profit tax

Profit for the year 338 189 25250

The effect of change in exchange rates 17 {90) (139)

Total Profit for the year 338 099 25111
Other comprehensive Income/ (Loss):

Revaluation reserve for fixed assets, including biological 509 927 0

assets,

Total Comprehensive Income for the year 848 026 25111

On behalf of the ManaW
‘—% /
Director

’/

September 25, 2022
Thilisi, Georgia

The notes on pages 11-32 form an integral part of these financial statements. The Independent Auditors’
Report is on pages 1-7.



Imereti Agro Zone LLC
Statement of changes in equity
as at 31 December 2022

me.er's Accurrlulated Revaluation Total Equity
Equity Profit/Loss Reserve
Balance as at 31.12.2020 6962 574 5813 4719 026 11687 413
Increase in Capital - - - -
Dividends - - - -
Profit/Loss for the year - 25111 - 25111
Correction - (429) - (429)
Balance as at 31.12.2021 6 962 574 30 495 4719 026 11712 095
Increase in Capital - - - -
Dividends - - - -
Profit/Loss for the year - 338 099 509 927 848 027
Correction - (188) - (188)
Balance as at 31.12.2022 6962 574 368 406 5228 953 12559 933

On behalf of the Management:

Director

September 25, 2022
Thilisi, Georgia

The notes on pages 11-32 form an integral part of these financial statements. The Independent Auditors’

Report is on pages 1-7.



Imereti Agro Zone LLC

Statement of changes in equity

as at 31 December 2022

Owner’s Accumulated  Revaluation Total Equity
Equity Profit/Loss Reserve
Balance as at 31.12.2020 6962 574 5813 4719 026 11 687 413
Increase in Capital - - 5 -
Dividends - - - .
Profit/Loss for the year - 25111 - 25111
Correction - (429) = (429)
Balance as at 31.12.2021 6 962 574 30 495 4719 026 11712 095
Increase in Capital 2 2 = %
Dividends - - - -
Profit/Loss for the year Z 338 099 509 927 848 027
Correction - (188) - (188)
Balance as at 31.12.2022 6962574 368 406 5228 953 12 559 933

On behalf of the Manage

—_—S—

Director =l

September 25, 2022
Thilisi, Georgia

The notes on pages 9-26 form an integral part of these financial statements. The Independent Auditors’

Report is on pages 1-4.
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Imereti Agro Zone LLC
Statement of cash flows
as at 31 December 2022

Notes 2022 2021
Cash Flows from Operating activities
Profit before taxation 337911 25249
Depreciation and amortization 288 177 281532
Profit/{Loss) from revaluation of fixed assets ” z
Interest Loss = s
Cash from Operating activities 626 088 306 781
before the change in capital
Increase/(decrease) in Inventories 2486 (1747)
Increase/(decrease) in Trade and other receivables (27 186) 121
Increase/(decrease) in Tax Assets 43 825 296 112
Increase/(decrease) in Deferred income 420136 (220 415)
Increase/(decrease) in Trade and other payables 3542 (517)
Cash from operations 1068 891 380 337
Cash Inflow/{Outflow) from operating activities 1068 891 380 337
Cash from investment activities
Purchase of PPE (51 141) (36 202)
Purchase of intangible assets
Net Cash (used)/obtained from investment activities (51 141) (36 202)
Cash flows from financial activities
Prepaid Loans - -
Prepaid Dividends p -
Net Cash (outflow)/inflow from financial activities - -
Effect of Foreign exchange rate on Cash and Cash Equivalents (139)
Net Cash Increase 1017 750 343 996
Cash and Cash Equivalents at the beginning of the year 573 816 229820
Cash and Cash Equivalents at the end of the year 1591 566 573 816

On behalf of the Management:

Director

September 25, 2022
Thilisi, Georgia

The notes on pages 11-32 form an integral part of these financial statements. The Independent Auditors’
Report is on pages 1-7.



Imereti Agro Zone LLC
Statement of cash flows
as at 31 December 2022

Notes 2022

2021

Cash Flows from Operating activities
Profit before taxation 337911 25249
Depreciation and amortization 288177 281532
Profit/(Loss) from revaluation of fixed assets - -
Interest Loss - E
Cash from Operating activities 626 088 306 781
before the change in capital
Increase/(decrease) in Inventories 2486 (1747)
Increase/(decrease) in Trade and other receivables (27 186) 121
Increase/(decrease) in Tax Assets 43 825 296 112
Increase/(decrease) in Deferred income 420136 (220 415)
Increase/(decrease) in Trade and other payables 3542 (517)
Cash from operations 1068 891 380337
Cash Inflow/(Outflow) from operating activities 1068 891 380337
Cash from investment activities
Purchase of PPE (51 141) {36 202)
Purchase of intangible assets
Net Cash (used)/obtained from investment activities (51 141) (36 202)
Cash flows from financial activities
Prepaid Loans - -
Prepaid Dividends - -
Net Cash (outflow)/inflow from financial activities - -
Effect of Foreign exchange rate on Cash and Cash Equivalents (139)
Net Cash Increase 1017750 343 996
Cash and Cash Equivalents at the beginning of the year 573 816 229 820
Cash and Cash Equivalents at the end of the year 1591 566 573 816

On behalf of the Management:
Director -~ /

September 25, 2022
Thilisi, Georgia

The notes on pages 9-26 form an integral part of these financial statements. The Independent Auditors’

Report is on pages 1-4.



Imereti Agro Zone LLC
Notes to the financial statements

1. Introduction

Organization and operations

The Company was established in October 2017, in Georgia as a limited liability company as defined by the
Law on Entrepreneurs of Georgia. The Company has been registered by the LEPL NatioAgencyency of
public registry and the registration number is # 405231020.

The company was established to develop greenhouses in the region of Imereti
The Company’s registered address is Marshal Gelovani Ave. N6, Thilisi, Georgia.
The owners of the company are :
Name Share %

Non-Entrepreneurial (NonCommercial) Legal 100
Entity Rural Development Agency, 404923785

The director of the company is Archil Bukia.

Presentation currency

The financial statements are presented in Georgian Lari (“GEL”), which is the Company’s functional and
presentation currency. Foreign currency transactions are accounted for at the exchange rates prevailing at
the date of the transactions. Gains and losses resulting from the settlement of such transactions and from
the translation of monetary assets and liabilities denominated in foreign currencies on the statement of
financial position date are recognized in the income statement.

The exchange courses used for converting foreign currency monetary balances are as follows:

31-Dec-2022 31-Dec-2021
1 USD/GEL 2.7020 3.0976
1 EUR/GEL 2.8844 3.5040



2. Basis of preparation

Statement of compliance

These financial statements have been prepared on a going concern basis and in accordance with
International Financial Reporting Standards ("IFRS"), being standards and interpretations issued by the
International Accounting Standards Board ("IASB"), in force at 31 December 2022.

The financial statements comprise a statement of comprehensive income, a statement of financial
position, a statement of changes in equity, a statement of cash flows, and notes.

Basis of measurement

The financial statements have been prepared under the historical cost convention unless mentioned
otherwise in the accounting policies below. Historical cost is egenerally based on the fair value of the
considerations given in exchange for assets.

Fair value is the price that would receive to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. When measuring the fair value of an
asset or a liability, the Bank uses market observable data to the extent possible. If the fair value of an
asset or a liability has not been directly observable, the Bank would estimate it. Working closely wan ith
external qualified valuer, using valuation techniques that maximize the use of relevant observable inputs
and minimize the use of unobservable inputs (e.g. by use of the market comparable approach that reflects
recent transaction prices for similar items. discounted cash flow analysis, or option pricing models refined
to reflect the issuer's specific circumstances). Inputs used are consistent with the characteristics of the
asset/ liability that market participants would take into account.

Going Concern

The management of Imereti Agro Zone LLC has prepared these financial statements on a going concern
basis. In making this judgment the management considered the company’s financial position, current
intentions, pthe rofitability of operat,ions and access to financial resources as required for the following
minimof um 12 months after reporting period. The management is not aware of any material uncertainties
that may cast significant doubt upon the company'’s ability to continue as a going concern.

3. Significant accounting policies, assumptions and judgments

Financial instruments

Financial instruments at fair value through profit or loss are financial assets or liabilities that are:

- acquired or incurred principally for the purpose of selling or repurchasing in the near term

- part of a portfolio of identified financial instruments that are managed together and for which
there is evidence of a recent actual pattern of short-term profit-taking

- derivative financial instruments (except for a derivative that is a financial guarantee contract or
a designated and effective hedging instruments) or,

- upon initial recognition, designated as at fair value through profit or loss.

The Company may designate financial assets and liabilities at fair value through profit or loss where
either:

10



- the assets or liabilities are managed, evaluated and reported internally on a fair value basis

- the designation eliminates or significantly reduces an accounting mismatch which would
otherwise arise or,

- the asset or liability contains an embedded derivative that significantly modifies the cash flows
that would otherwise be required under the contract.

All trading derivatives in a net receivable position (positive fair value), as well as options purchased, are
reported as assets. All trading derivatives in a net payable position (negative fair value), as well as options
written, are reported as liabilities.

Management determines the appropriate classification of financial instruments in this category at the time
of the initial recognition. Derivative financial instruments and financial instruments designated as at fair
value through profit or loss upon initial recognition are not reclassified out of at fair value through profit or
loss category. Financial assets that would have met the definition of loans and receivables may be
reclassified out of the fair value through profit or loss or available for- sale category if the Company as the
intention and ability to hold them for the foreseeable future or until maturity. Other financial instruments
may be reclassified out of at fair value through the profit or loss category only in rare circumstances. Rare
circumstances arise from a single event that is unusual and highly unlikely to recur in the near term.

Available-for-sale financial assets

Available-for-sale financial assets are those non-derivative financial assets that are designated as
available-for-sale or are not classified as loans and receivables, held-to-maturity investments or financial
instruments at fair value through profit or loss

Recognition of financial instruments

Financial assets and liabilities are recognised in the statement of financial position when the Company
becomes a party to the contractual provisions of the instrument. All regular way purchases
of financial assets are accounted for at the settlement date.

Measurement of financial instruments

A financial asset or liability is initially measured at its fair value plus, in the case of a financial asset or
liability not at fair value through profit or loss, transaction costs that are directly attributable to the
acquisition or issue of the financial asset or liability.

Subsequent to initial recognition, financial assets, including derivatives that are assets, are measured at
their fair values, without any deduction for transaction costs that may be incurred on their sale or other
disposal, except for:

- loans and receivables which are measured at amortized cost using the effective interest method

- held-to-maturity investments that are measured at amortized cost using the effective interest
method

- investments in equity instruments that do not have a quoted market price in an active market
and whose fair value cannot be reliably measured which are measured at cost.

All financial liabilities, other than those designated at fair value through profit or loss and financial liabilities
that arise when a transfer of a financial asset carried at fair value does not qualify for derecognition, are
measured at amortised cost.

Amortised cost of financial instruments

The amortised cost of a financial asset or liability is the amount at which the financial asset or liability is
measured at initial recognition, minus principal repayments, plus or minus the cumulative amortization

1



using the effective interest method of any difference between the initial amount recognised and the
maturity amount, minus any reduction for impairment. Premiums and discounts, including initial
transaction costs, are included in the carrying amount of the related instrument and amortised based on
the effective interest rate of the instrument.

Fair value measurement principles of financial instruments

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date in the principal, or in its absence, the
most advantageous market to which the Company has access at that date. The fair value of a liability
reflects its non-performance risk.

When available, the Company measures the fair value of an instrument using quoted prices in an active
market for that instrument. A market is regarded as active if transactions for the asset or liability take place
with sufficient frequency and volume to provide pricing information on an ongoing basis.

When there is no quoted price in an active market, the Company uses valuation techniques that maximize
the use of relevant observable inputs and minimize the use of unobservable inputs. The chosen valuation
technique incorporates all the factors that market participants would take into

account in these circumstances.

The best evidence of the fair value of a financial instrument at initial recognition is normally the transaction
price, i.e., the fair value of the consideration given or received. If the Company determines that the fair
value at initial recognition differs from the transaction price and the fair value is evidenced neither by a
quoted price in an active market for an identical asset or liability nor based on a valuation technique that
uses only data from observable markets, the financial instrument is initially measured at fair value,
adjusted to defer the difference between the fair value at initial recognition and the transaction price.
Subsequently, that difference is recognized in profit

or loss on an appropriate basis over the life of the instrument, but no later than when the valuation is
supported wholly by observable market data or the transaction is closed out.

Gains and losses on subsequent measurement of financial instruments

A gain or loss arising from a change in the fair value of a financial asset or liability is recognized as
follows:

- a gain or loss on a financial instrument classified as at fair value through profit or loss is
recognized in profit or loss

- a gain or loss on an available-for-sale financial asset is recognized as other comprehensive
income in equity (except for impairment losses and foreign exchange gains and losses on debt
financial instruments available-for-sale) until the asset is derecognized, at which time the
cumulative gain or loss previously recognized in equity is recognized in profit or loss. Interest in
relation to an available-for-sale financial asset is recognized in profit or loss using the effective
interest method.

For financial assets and liabilities carried at amortized cost, a gain or loss is recognized in profit or loss
when the financial asset or liability is derecognized or impaired, and through the amortization process.

Derecognition of financial instruments

The Company derecognizes a financial asset when the contractual rights to the cash flows from the
financial asset expire, or when it transfers the financial asset in a transaction in which substantially all the
risks and rewards of ownership of the financial asset are transferred or in which the Company neither
transfers nor retains substantially all the risks and rewards of ownership and it does not retain control of
the financial asset. Any interest in transferred financial assets that qualify for derecognition that is created
or retained by the Company is recognized as a separate asset or liability in the statement of financial

12



position. The Company derecognizes a financial liability when its contractual obligations are discharged or
canceled or expire.

The Company enters into transactions whereby it transfers assets recognized on its statement of financial
position but retains either all risks and rewards of the transferred assets or a portion of them. If all or
substantially all risks and rewards are retained, then the transferred assets are not dderecognized

In transactions where the Company neither retains nor transfers substantially all the risks and rewards of
ownership of a financial asset, it derecognizes the asset if control over the asset is lost.

In transfers where control over the asset is retained, the Company continues to recognize the asset to the
extent of its continuing involvement, determined by the extent to which it is exposed to changes in the
value of the transferred assets.

The Company writes off assets deemed to be uncollectible.

Offsetting of financial instruments

Financial assets and liabilities are offset and the net amount is presented in the statement of financial
position when, and only when, the Company currently has a legally enforceable right to set off
trecognizedsed amounts and intends either to settle on a net basis or realizeise the asset and settle the
liability simultaneously. The Company currently has a legally enforceable right to set off if that right is not
contingent on a future event and enforceable both in the normal course of business and in the event of
default, insolvency or bankruptcy of the Company and all counterparties.

Property, plant, and equipment

Fixed assets are recorded on the balance sheet at their original cost, net of accumulated depreciation and
impairment. The cost of an asset includes the expenses associated with its acquisition, such as the
purchase price, import duties, non-deductible taxes, and other direct costs. Any trade discounts received
are subtracted from the initial purchase or construction price.

Minor repairs and maintenance expenses are expensed in the income statement as they are incurred.
Costs related to the replacement of significant parts or components of fixed assets are capitalized, and
the cost of the replaced parts is written off.

With the exception of land, all assets are presented on the balance sheet at their historical cost, less
accumulated depreciation and any recognized impairment losses.

A revaluation model is applied to assess the value of land.

At the end of each reporting period, management conducts an impairment assessment of property, plant,
and equipment. If there are any indicators of impairment, the assets are tested for recoverability. If
impairment is identified, the assets are written down to the higher of their recoverable amount, determined
as the higher of their value in use or fair value less costs to sell. The impairment loss is recognized in the
income statement. If an impairment loss on an asset was recognized in a prior period and there is a
change in the assumptions used to calculate its recoverable amount, the impairment loss is reversed.

Gains or losses resulting from the disposal of fixed assets, as compared to their carrying values, are
recognized in the income statement. These gains and losses reflect the difference between the proceeds
from the sale or disposal and the net carrying amount of the assets at the time of disposal.

Please note that the provided text is adapted to financial standards and principles but should be reviewed
and customized to align with your specific financial reporting requirements and policies.

Name Useful life (Years)
Buildings 20
Machinery 3-8
Office equipment 3-8
Other 3-8
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Residual values, remaining useful lives and depreciation methods has reviewed annually and adjusted if
these are appropriate.

Intangible assets

Intangible assets acquired separately have shown at historical cost less accumulated amortization and
impairment losses. Amortization has charged to profit or loss on a straight-line basis over the estimated
useful lives of the intangible asset unless such lives are indefinite. Intangible assets with an indefinite
useful life have tested for impairment annually. Intangible assets are amortized from the date they are
available for use. The useful life is 3 to 5 years. Amortization periods and methods have been reviewed
annually and adjusted, if appropriate.

Depreciation of Intangible assets

Depreciation is recognized in profit or loss on a straight-line basis over the estimated useful lives of each
part of the asset except for goodwill, from the date on which they are available for use.

The useful life periods of the current and comparative periods are:

Name Useful life (Years)
Software 5
Trademark 5
Licenses and concessions 25
Other 6-10

Impairment of financial assets

A financial asset or a group of financial assets, other than those categorized at fair value through profit or
loss, are assessed for indicators of impairment at the end of each reporting period. Impairment exists only
when the Bank ascertains that a "loss event" affecting the estimated future cash flows of the financial
asset has occurred. It may not be possible to identify a single, discrete event that caused the impairment,
and moreover to determine when a loss event has occurred might involve the exercise of significant
judgement.

In assessing collective impairment, the Company uses statistical modelling of historical trends of the
probability of default, timing of recoveries and the amount of loss incurred, adjusted for management’s
judgment as to whether current economic and credit conditions are such that the actual losses are likely to
be greater or less than suggested by historical modelling. Default rates, loss rates and the expected timing
of future recoveries are regularly benchmarked against actual outcomes to ensure that they remain
appropriate. Specific impairment testing is not undertaken since the loan portfolio consists of a large
number of small exposure loans that would make individual impairment testing impractical.

The amount of impairment loss recognized for financial assets carried at amortized cost is the difference
between the asset's carrying amount and the present value of estimated future cash flows, discounted at
the original effective interest rate.

Objective evidence of impairment could include:
- Non-performing of contractual payments on principal or interest

- Financial difficulties of debtor
- Breach of clauses or provisions of the contract.
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Impairment of non-financial assets

The company assesses annually whether there is any indication that any of its assets have been
impaired. If such indication exists, the asset's recoverable amount is estimated and compared to it
carrying value. Where it is impossible to estimate the recoverable amount of an individual asset, the
company estimates the recoverable amount of the smallest cash-generating unit to which the asset is
allocated.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than it's carrying

amount an impairment loss is recognized immediately in profit or loss. unless the asset is carried at a
revalued amount, in which case the impairment loss is recognized as revaluation decrease.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and current accounts with banks with original
maturities of less than three months.

Charter capital

Charter capital investment is recognized at par value and classified as owner’s capital in equity. Dividends
are recognized as a liability in the year in which they are declared.

Dividends

Dividends are recorded as a liability and deducted from equity in the period in which they are declared and
approved. Any dividends declared after the reporting period and before the financial statements are
authorized for issue are disclosed in the subsequent events note.

Government Grants
Government grants, including non-monetary grants at fair value is recognized when there is a reasonable
assurance that:

The entity will comply with the conditions attaching to them when the grants be received.

Government grants is recognized as income over the periods necessary to match them with the related
costs which they are intended to compensate, on a systematic basis

A government grant is not recognized until there is a reasonable assurance that the entity will comply with
the conditions attaching to it and the grant will be received

Revenue recognition

Revenue comprises the fair value of the consideration received or receivable for the sale of goods and
services in the ordinary course of the company’s activity. Revenue is shown net of value-added tax,
returns, rebates, discounts and after eliminating sales within the company.

The company recognizes revenue when specific recognition criteria have been met for each of the

company'’s activities as described below. The company bases its estimates on historical results, taking
into consideration the type of customer, the type of transaction and the specifics of each arrangement.
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Sales of goods

Sales of goods are recognized upon delivery when the significant risks and rewards of ownership of goods
have transferred to the buyer, continuing managerial involvement usually associated with ownership and
effective control have ceased, the amount of revenue can be measured reliably, it is probable that the
economic benefits associated with the transaction will flow to the company and the costs incurred or to be
incurred in respect of the transaction can be measured reliably.

Taxation

Current income tax

Current tax expense is the expected tax payable on the taxable income for the year, using tax rates
enacted or substantially 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 2019.According to recent changes to
the tax legislation of Georgia the financial institutions transition to the new taxation legislation system will
be effective from 1 January 2023, instead of 1 January 2019.

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.

Tax reimbursement is available for the current tax paid on the undistributed earnings in the years 2008-
20186, if those earnings are distributed in 2019 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.

Deferred tax

Deferred tax is provided for temporary differences between the carrying amounts of assets and liabilities
for financial reporting purposes and the amounts used for taxation purposes. The temporary differences
are not provided for if the initial recognition of assets or liabilities that affects neither accounting nor
taxable profit and it is probable that the temporary difference will not reverse in the foreseeable future. The
amount of deferred tax provided is based on the expected manner ofrealizationn or settlement of the
carrying amount of assets and liabilities until 1 January 2019, using tax rates enacted or substantially
enacted at the reporting date.

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be
available until 1 January 2019 against which the temporary differences, unused tax losses and credits can
be utilized. Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is
no longer probable that the related tax benefit will be realized.

Due to the nature of the new taxation system described above, the financial institutions registered in

Georgia will not have any differences between the tax bases of assets and their carrying amounts from 1
January 2017 and hence, no deferred income tax assets and liabilities will arise, thereon.
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Staff costs and related contributions

Wages, salaries, contributions to the Georgian Republic state pension and social insurance funds, 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.

Related party transactions

In the normal course of business, the Company enters into transactions with its related parties. IAS 39
requires initial recognition of financial instruments based on their fair values. Judgment is applied in
determining if transactions are priced at market or non-market prices, where there is no active market for
such transactions. The basis for judgment is pricing for similar types of transactions with unrelated parties.

Income and expense recognition

Interest income and expense are recognised in profit or loss using the effective interest method. Other
fees, commissions and other income and expense items are recognised in profit or loss when the
corresponding service is provided. Payments made under operating leases are recognised in profit or loss
on a straight-line basis over the term of the lease. Lease incentives received are recognised as an integral
part of the total lease expense, over the term of the lease.

Tax Regulations

The tax legislation and customs regulations of Georgia often lend themselves to diverse interpretations.

Deferred Tax Assets

The recognition of deferred tax assets hinges on the probability of having taxable profits available against
which accumulated tax losses can be offset. This determination necessitates management's judgment,
relying on forecasts of future taxable income and the company's tax strategy.

Estimated Useful Life of Fixed Assets

The company assesses the anticipated useful life of its fixed assets, taking into account a multitude of
factors, including technical or commercial obsolescence, expected performance, capacity, and physical
condition, among operational considerations. While management endeavors to make precise estimations
regarding the consumption of future economic benefits tied to these assets, the actual outcomes may
significantly diverge, potentially exerting a material impact on the financial statement data.
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4. New standards and interpretations
IFRS 9 “Financial Instruments*

Financial assets are required to be classified into three measurement categories: (i) those to be measured
subsequently at amortized cost, (ii) those to be measured subsequently at fair value through other
comprehensive income (FVOCI) and (iii) those to be measured subsequently at fair value through profit or
loss (FVPL).

The classification for debt instruments is driven by the entity's business model for managing the financial
assets and whether the contractual cash flows represent solely payments of principal and interest (SPPI).
If a debt instrument is held to collect, it may be carried at amortized cost if it also meets the SPPI
requirement. Debt instruments in line with the SPPI requirement that are held in a portfolio where an entity
both holds to collect assets’ cash flows and sells assets may be classified as FVOCI. Financial assets that
do not contain cash flows that are SPPI must be measured at FVPL (for example, derivatives). Embedded
derivatives are no longer separated from financial assets but will be included in assessing the SPPI
condition.

Investments in equity instruments are always measured at fair value. However, the management can
make an irrevocable election to present changes in fair value in other comprehensive income, provided
the instrument is not held for trading. If the equity instrument is held for trading, changes in fair value are
presented in profit or loss.

Most of the requirements in IAS 39 for classification and measurement of financial liabilities were carried
forward unchanged to IFRS 9. The key difference is that an entity will be required to present the effects of
changes in own credit risk of financial liabilities designated at fair value through profit or loss in other
comprehensive income.

IFRS 9 introduces a new model for the recognition of impairment losses — the expected credit losses
(ECL) model. There is a ‘three stages’ approach which is based on the change in credit quality of financial
assets since initial recognition. In practice, the new rules mean that entities will have to record an
immediate loss equal to the 12- month ECL on initial recognition of financial assets that are not credit
impaired (or lifetime ECL for trade receivables). In case of a significant increase in credit risk, impairment
is measured using lifetime ECL rather than 12-month ECL. The model includes operational simplifications
for lease and trade receivables.

Hedge accounting requirements were amended to align more closely the accounting with the risk
management. The standard provides entities with an accounting policy choice between applying the
hedge accounting requirements of IFRS 9 and continuing to apply IAS 39 to all hedges because the
standard currently does not address accounting for macro hedging.

IFRS 9 is effective for annual periods starting from January 1, 2018 and is also permitted earlier.
Retrospective use is obligatory, but no comparable information is required; On the date of transition
(January 1, 2018) the effect shall be recorded in the retained earnings. Acceptance of IFR 9 is expected
to affect the classification and evaluation of the financial assets of the company but will not affect the
classification and evaluation of the financial liabilities of the company. The company expects a significant
impact on its equity due to the introduction of IFR 9 requirements for impairment, but it will require
additional detailed analysis to determine the scale of impact, including all reasonable and supporting
information, including forecast elements.

IFRS 15, Revenue from Contracts with Customers (issued on 28 May 2014 and effective for the
periods beginning on or after 1 January 2018)

The new standard introduces the core principle that revenue must be recognized when the goods or
services are transferred to the customer, at the transaction price. Any bundled goods or services that are
distinct must be separately recognized, and any discounts or rebates on the contract price must generally
be allocated to the separate elements. When the consideration varies for any reason, minimum amounts
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must be recognized if they are not at significant risk of reversal. Costs incurred to secure contracts with
customers have to be capitalized and amortized over the period when the benefits of the contract are
consumed. No material effect is expected on the Company due to introduction of the new standard.

IFRS 18, Leases (issued on 13 January 2016 and effective for annual periods beginning on or after
1 January 2019)

The new standard sets out the principles for the recognition, measurement, presentation and disclosure of
leases. All leases result in the lessee obtaining the right to use an asset at the start of the lease and, if
lease payments are made over time, also obtaining financing. Accordingly, IFRS 16 eliminates the
classification of leases as either operating leases or finance leases as is required by IAS 17 and, instead,
introduces a single lessee accounting model. Lessees will be required to recognize: (a) assets and
liabilities for all leases with a term of more than 12 months, unless the underlying asset is of low value;
and (b) depreciation of lease assets separately from interest on lease liabilities in the income statement.
IFRS 16 substantially carries forward the lessor accounting requirements in IAS 17. Accordingly, a lessor
continues to classify its leases as operating leases or finance leases, and to account for those two types
of leases differently. The Company is currently assessing the impact of the new standard on its financial
statements.

IFRIC 22 "Foreign currency transactions and advance consideration” (issued on 8 December 2016
and effective for annual periods beginning on or after 1 January 2018)

This interpretation considers how to determine the date of the transaction when applying the standard on
foreign currency transactions, IAS 21. The interpretation applies where an entity either pays or received
consideration in advance for foreign currency-denominated contracts. The interpretation specifies that the
date of transaction is the date on which the entity initially recognizes the non-monetary asset or non-
monetary liability arising from the payment or receipt of advance consideration. If there are multiple
payments or receipts in advance, the Interpretation requires an entity to determine the date of transaction
for each payment or receipt of advance consideration. No material effect is expected on the Company due
to introduction of the new standard

IFRIC 23 "Uncertainty over Income Tax Treatments" (issued on 7 June 2017 and effective for
annual periods beginning on or after 1 January 2019).

IAS 12 specifies how to account for current and deferred tax, but not how to reflect the effects of
uncertainty. The interpretation clarifies how to apply the recognition and measurement requirements in
IAS 12 when there is uncertainty over income tax treatments. An entity should determine whether to
consider each uncertain tax treatment separately or together with one or more other uncertain tax
treatments based on which approach better predicts the resolution of the uncertainty. An entity should
assume that a taxation authority will examine amounts it has a right to examine and have full knowledge of
all related information when making those examinations. If an entity concludes it is not probable that the
taxation authority will accept an uncertain tax treatment, the effect of uncertainty will be reflected in
determining the related taxable profit or loss, tax bases, unused tax losses, unused tax credits or tax
rates, by using either the most likely amount or the expected value, depending on which method the entity
expects to better predict the resolution of the uncertainty. An entity will reflect the effect of a change in
facts and circumstances or of new information that affects the judgments or estimates required by the
interpretation as a change in accounting estimate. Examples of changes in facts and circumstances or
new information that can result in the reassessment of a judgment or estimate include, but are not limited
to, examinations or actions by a taxation authority, changes in rules established by a taxation authority or
the expiry of a taxation authority's right to examine or re-examine a tax treatment. The absence of
agreement or disagreement by a taxation authority with a tax treatment, in isolation, is unlikely to
constitute a change in facts and circumstances or new information that affects the judgments and
estimates required by the Interpretation. The Company is currently assessing the impact of the
interpretation on its financial statements.
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5.

Cash and cash equivalents

Cash and cash equivalents

Cash in original currency

National currency at resident banks

Total Cash and cash equivalents

12/31/2022 12/31/2021
1591 566 573816
1591 566 573 816

Balances on bank accounts can be classified as risk free, considering the fact that the banks where the
Company has current accounts are reliable and well-known Georgian credit institutions.

No cash and cash equivalents are impaired or past due.

6. Trade and other receivables
Trade and other receivables 12/31/2022 12/31/2021
Advances paid 23937 935
Other prepaid expenses 5445 1261
Total Trade and other receivables 29 382 2196
7. Inventories
Inventories 12/31/2022 12/31/2021
Inventory 574 3 060
Total Inventories 574 3060

8.

Fixed Assets

ffice Furniture
Offices Gffies Furnit

Equlpmant and Other Vehicles Total
Inventories

Balance as at 31.12.2021 11770 1229 55734 68 733
Additions 2245 33301 0 2245
Disposals 0 0 0

Balance as at 31.12.2022 14 015 34 530 55734 69 749
Depreciation

Balance as at 31.12.2021 508 880 11179 12 567
Depreciation 640 4220 9283 9923
Disposal 0 0 0 0
Balance as at 31.12.2022 1148 5 100 20 462 21610
Balance as at 31.12.2020 212 . 27946 28158
Balance as at 31.12.2021 11 262 349 44 555 56 166
Balance as at 31.12.2022 12 867 29430 35272 77570
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9. Intangible assets

'"E:gi:'e Total

Balance as at 31.12.2021 1913400 1913 400
Addition 15593 15593
Disposal - -
Balance as at 31.12.2022 1928993 1928993
Accumulated Depreciation

Balance as at 31.12.2021 273 966 273 966
Depreciation Charge 274032 274032
Disposal -

Balance as at 31.12.2022 547 998 547 998
Balance as at 31.12.2020 1912774 1912774
Balance as at 31.12.2021 1639434 1639434
Balance as at 31.12.2022 1380995 1380995

Project-consulting services, from which the company expects long-term economic benefits, were

recognized as intangible assets. Namely: project implementation concept, land development master plan,

market research, and project plan.

10. Land

On October 20, 2022, the company purchased a 14,087 square meter non-agricultural plot in Baghdati.

On November 30 of the same year, the revaluation of all lands in the group took place, the difference of

which was reflected in the revaluation reserve of the capital article.

11. Tax assets

Tax assets 12/31/2022 12/31/2021
Unified account of budget payaments 21800 65 425
Total Tax Assets 21 600 65 425

As of December 31, 2022, the company has a net tax asset of GEL 21 600 thousand, which mainly

consists of VAT exemption.

12. Trade and other payables

Trade and other payables 12/31/2022 12/31/2021
Supply and service payables 3095 164
Other payables 623 12
Total trade and other payables 3718 176
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13. Charter capital

The charter capital of the company as of December 31, 2022, is 6,962,574 thousand GEL, 100% of which
is founded by a Non-Entrepreneurial (Non Commercial) Legal Entity Rural Development Agency.

14. State subsidies

Deferred income 12/31/2022 12/31/2021
Deferred income 2 697 282 2277 146
Total Deferred income 2697 282 2277 146

State aid is recognized at its fair value when there is a reasonable guarantee that the aid will be received
and that the Company will fulfill all its related conditions.

Government assistance related to the purchase of property, plant and equipment is included in long-term
liabilities as deferred income and is credited to profit or loss on a straight-line basis over the estimated
useful lives of the assets. Expenditure related to state aid is deferred and recognized in profit or loss for a
period of time that is necessary to ensure that it is equal with the expenditure for which it is intended.

15. General and administrative expenses

General and Administrative Costs 2022 2021
Salaries 342007 218 041
Pension expenses 5983 4 149
Depreciation and Amortization 288175 281532
Fuel Expenses 20393 12373
Other administrative expenses 32 360 12 812
Marketing Expenses 28535 23312
Auto 9095 11424
Rent 28 648 8977
Bank expenses 1657 1025
Utility and Communication expenses 6670 25
Business travel expenses 57 527 3872

Consulting expense 1692186 1624145
Other tax expenses 62 123 24175
Representative expenses 75172 7823
Insurance Expenses 2779 1538

Computer & software expenses 10019 11 054

Total Operating Expenses 2 663 331 2246 278

16. Interest income

Interest Income 12/31/2022 12/31/2021
Interest Income 83656 51606
Total Interest Income 83 656 51 606
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The financial income of the company consists of interest income accrued on the bank deposit account, in
2021 the financial income amounted to 51 606 GEL, and in 2022 to 83 656 GEL.

17. Effect of Foreign exchange rate on Cash and Cash Equivalents

Effect of Foreign exchange rate 2022 2021

Income from exchange rate 150 8
Lost from exchange rate (240) (147)
Net Effect of Foreign exchange rate (90) (139)

18. Other Expenses

In the year 2022, Imereti Agro Zone LLC made two contributions to the organization, of which it is a
founding member, totaling 162,000 GEL.

19. Risk management, corporate governance and internal control

Corporate governance framework

The Company is established as a limited liability company in accordance with Georgian law. The general
director is responsible for overall management of the Company's activities. Georgian legislation and the
charter of the Company establish lists of decisions that are exclusively approved by the sole shareholder.

Internal control policies and procedures

General Director has responsibility for the development, implementation and maintaining of internal
controls in the Company that are commensurate with the scale and nature of operations.

Management is responsible for identifying and assessing risks, designing controls and monitoring their
effectiveness. Management monitors the effectiveness of the Company’s internal controls and periodically
implements additional controls or modifies existing controls as considered necessary.

Risk management policies and procedures

Management of risk is fundamental to the business of financial institutions and forms an essential element
of the Company’s operations.

Key financial and non-financial risks related to the Company's financial instruments and operating
activities are:

Market risk, including:

- Interest rate risk;

- Currency risk;

- Price risk.

- Credit risk

- Liquidity risk

- Operational risk

- Capital management risk

Management has implemented procedures to control the key risks.

Market risk
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Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because
of changes in market prices. Market risk comprises currency risk, interest rate risk and other price risks.
Market risk mainly arises from open positions in interest rate financial instruments, which are exposed to
general and specific market movements and changes in the level of volatility of market prices and foreign
currency rates. The objective of market risk management is to manage and control market risk exposures
within acceptable parameters, while optimising the return on risk.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. As at 31 december 2020, 31 December 2019 the Company
is not materially exposed to the interest rate risk as does not have balances of financial assets or
liabilities, bearing variable interest rates.

Currency risk

The Company has assets and liabilities denominated in several foreign currencies. Currency risk is the
risk that the fair value or the future cash flows of a financial instrument will fluctuate because of changes in
. foreign currency exchange rates.

As the Company does not have foreign currency, it does not have currency risk
Other price risk

Other price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market prices (other than those arising from interest rate risk or currency rigk),
whether those changes are caused by factors specific to the individual financial instrument or its issuer, or
factors affecting all similar financial instruments traded in the market. As at 31 december 2020, 31
December 2019 the Company is not significantly exposed to other price risk.

Credit risk

Credit risk is the risk of a financial loss to the Company if a customer or counterparty to a financial
instrument fails to meet its contractual obligations, and arises primarily from the Company’s loans due
from customers. The Company does not have loans.

Liquidity risk

Liquidity risk is the risk that the Company does not have difficulty in meeting obligations associated with
financial liabilities that are settled by delivering cash or other financial assets when due.

In order to manage liquidity risk, the company performs regular monitoring of future expected cash flows,
which is a part of assets/liabilities management process.

The tables below summarize the maturity profile of the Company’s financial liabilities at 31 december
2020, 31 December 2019 based on contractual undiscounted repayment obligations.

Operational risk

Operational risk is the risk of loss arising from systems failure, human error, fraud or external events.
When controls fail to perform, operational risks can cause damage to reputation, have legal or regulatory
implications, or lead to financial loss. The Company cannot expect to eliminate all operational risks, but a
control framework and monitoring and responding to potential risks could be effective tools to manage the
risks. Controls should include effective segregation of duties, access, authorisation and reconciliation
procedures, staff education and assessment processes, including the use of internal audit.
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20. Capital management

Charter capital investment is recognized at cost and is classified as charter capital. Company owners
make changes to the company charter (including share capital, ownership, etc.). Capital replenishment is
done in both cash and non-cash form (in the form of various assets).

21. Contingencies

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. In the event of a breach of tax legislation, no liabilities for additional taxes, fines or
penalties may be imposed by the tax authorities after three years have passed since the end of the year in
which the breach occurred.

These circumstances may create tax risks in Georgia that are more significant than in other countries.
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.

22. Related party transactions
Related parties or transactions with related parties, as defined by IAS 24 "Related party disclosures”,
represent:

(a) Parties that directly, or indirectly through one or more intermediaries: control, or are controlled by, or
are under common control with, the Company (this includes parents, subsidiaries and fellow subsidiaries);
have an interest in the Company that gives then significant influence over the Company; and that have
joint control over the Company;

(b) Associates — enterprises on which the Company has significant influence, and which is neither a
subsidiary nor a joint venture of the investor;

(c) Joint ventures in which the Company is a venture;
(d) Members of key management personnel of the Company or its parent;
(e) Close members of the family of any individuals referred to in (a) or (d)

(f) Parties that are entities controlled, jointly controlled or significantly influenced by, or for which significant
volting power in such entity resides with, directly or indirectly, any individual referred to in (d) or (g); or

(g) Post-employment benefit plans for the benefit of employees of the Company, or of any entity that is a
related party of the Company.

Transactions with key management

Name 2022 2021

Management salaries 79 845 72 390
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23. Financial assets and liabilities: fair values and accounting Classifications
The fair value is determined by the amount the financial instrument can be exchanged/realized in the

current settlement on an arm's length basis between willing and equal parties, except in liquidation or
forced sale transactions.

24. Going Concern

The financial statements have been prepared on a going concemn basis, which means that the Company
will be able to meet its repayment terms.

Management believes that the company will continue its activities in the future.

25. Events after the statement of financial position date

This report was ready to issue at September 25th , 2022. No significant transactions have been identified
for disclosure after the reporting date.

According to Article 82 of this Law on Energy and Water Supply, the Company has been authorized to
resell utilities.
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