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Independent auditor’s report

To the Management and Parent of
Gardabani Sewage Treatment Plant LLC

Opinion

We have audited the financial statements of Gardabani Sewage Treatment Plant LLC (the
“Company”), which comprise the statement of financial position as at 31 December 2018, and the
statement of profit or loss and other comprehensive income, statement of changes in equity and
statement of cash flows for the year then ended, and notes to the financial statements, including a
summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Company as at 31 December 2018 and its financial performance and its
cash flows for the year then ended in accordance with International Financial Reporting Standards
(IFRSs).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs).
Our responsibilities under those standards are further described in the Auditor’s responsibilities for
the audit of the financial statements section of our report. We are independent of the Company in
accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for
Professional Accountants (IESBA Code), and we have fulfilled our other ethical responsibilities in
accordance with the IESBA Code. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Responsibilities of Management and the Parent for the financial statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRSs, and for such internal control as management determines is necessary to
enable the preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate the
Company or to cease operations, or has no realistic alternative but to do so.

The Parent is responsible for overseeing the Company’s financial reporting process.
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Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

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

► Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

► Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company’s internal control.

► Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

► Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Company to cease to continue as a going concern.

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

Marchello Gelashvili

For and on behalf of EY LLC

Tbilisi, Georgia

30 April 2019
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Statement of profit or loss and other comprehensive income 

For the year ended 31 December 2018 

(Amounts expressed in thousands of Georgian Lari) 
 
 

The accompanying notes on pages 5 to 21 are an integral part of these financial statements. 2 

 Note 2018 2017 
     
Revenue from wastewater treatment 12 11,774 5,182 

Total revenue  11,774 5,182 
     
Salaries and other employee benefits 14 (142) (211) 
Electricity and transmission costs  (86) (27) 
Raw materials, fuel and other consumables  (150) (87) 
Maintenance expenditure  (4) (6) 
General and administrative expenses  (328) (21) 
Taxes other than income tax  (391) (110) 
Professional fees  (113) (111) 
Other income  132 134 
Other operating expenses  (458) (281) 

  (1,540) (720) 
     
EBITDA  10,234 4,462 
     
Finance income  55 41 
Finance costs  (64) (50) 
Foreign exchange (losses)/gains  (1,167) 218 
Depreciation and amortization 6 (326) (471) 
Non-recurring expenses  – 7 
Profit before income tax expense  8,732 4,207 
     
Income tax expense  – – 
Profit for the year  8,732 4,207 

Other comprehensive income  – – 

Total comprehensive income for the year, net of tax 
 8,732 4,207 

 



Gardabani Sewage Treatment Plant LLC  2018 financial statements  

Statement of changes in equity 

For the year ended 31 December 2018 

(Amounts expressed in thousands of Georgian Lari) 
 
 

The accompanying notes on pages 5 to 21 are an integral part of these financial statements. 3 

 
 
  

 
Charter 
capital 

Retained 
earnings / 

(accumulated 
deficit) 

Revaluation 
reserve for 
property, 
plant and 

equipment Total 
   

   
Balance as at 31 December 2016 11,359 (6,647) 4,082 8,794 
 
Profit for the year – 4,207 – 4,207 
Total comprehensive income for the year – 4,207 – 4,207 
      
Realised revaluation reserve for property, 

plant and equipment  – 161 (161) – 
Balance as at 31 December 2017 11,359 (2,279) 3,921 13,001 

Effect from adoption of IFRS 9 – (27) – (27) 
Balance as at 1 January 2018 11,359 (2,306) 3,921 12,974 
      
Profit for the year – 8,732 – 8,732 
Total comprehensive income for the year – 8,732 – 8,732 
      
Realised revaluation reserve for property, 

plant and equipment  – 47 (47) – 

Balance as at 31 December 2018 11,359 6,473 3,874 21,706 
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Statement of cash flows 

For the year ended 31 December 2018 

(Amounts expressed in thousands of Georgian Lari) 
 
 

The accompanying notes on pages 5 to 21 are an integral part of these financial statements. 4 

 Note 2018 2017* 
Cash flows from operating activities    
Profit before income tax  8,732 4,207 
    
Adjustments for:    
Depreciation and amortisation 6 326 471 
Net loss from disposal of property, plant and equipment 

and investment property 
 

80 211 
Foreign exchange gains/(losses)  1,167 (218) 
Finance income  (55) (41) 
Finance costs 10 64 50 
    
Operating cash flows from working capital changes    
Change in inventories  (55) (18) 
Change in trade and other receivables  (9,913) (1,237) 
Change in prepaid taxes other than income tax  (797) (1,086) 
Change in prepayments  32 (43) 
Change in trade and other payables   930 16 
Change in other taxes payables  787 (39) 
Interest received  55 41 
Change in income tax liabilities  (53) 7 
Interest paid  (349) (897) 

Net cash from operating activities  951 1,424 

 
   

Cash flows from investing activities    
Purchase of property, plant and equipment and intangible assets  (38,443) (11,411) 

Net cash used in investing activities  (38,443) (11,411) 

 
   

Cash flows from financing activities    
Proceeds from borrowings 10 19,168 29,109 

Net cash from financing activities  19,168 29,109 

 
   

Effect of exchange rate changes on cash and cash equivalents  (1,012) 1,507 
Net (decrease)/increase in cash and cash equivalents  (19,336) 20,629 
    
Cash and cash equivalents at the beginning of year  20,646 17 

Cash and cash equivalents at the end of year 
 1,310 20,646 

* Certain amounts of comparative period have been reclassified to comply with the current period presentation. 
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(Amounts expressed in thousands of Georgian Lari) 
 
 

5 

1. Corporate information 
 
Gardabani Sewage Treatment Plant LLC (the “Company”) was incorporated on 20 December 1999 based on 
the decree of Tbilisi City Court and was set up as a limited liability company in accordance with legislation of Georgia. 
 
Pursuant to the share purchase agreement (“SPA”), dated 14 May 2008 and amended on 22 December 2009, between 
Georgian Global Utilities Ltd BVI (formerly, Multiplex Energy LLC BVI) and the Government of Georgia, the Company 
was privatised and Georgian Global Utilities Ltd BVI (“GGU” or the “Parent”), acquired the Company’s 
100% shareholding then owned by the Tbilisi City Municipality. 
 
The Company’s principal business activity is rendering wastewater collection service to legal entities and general 
population of Tbilisi City, Rustavi City and the nearby villages. The Company owns and operates water and wastewater 
infrastructure assets used in wastewater collection. 
 
The Company’s registered address is at 33, Kostava 1st Lane, Tbilisi, 0179, Tbilisi, Georgia. 
 
As at 31 December 2018, 100% of the Company’s shares are owned by Georgian Global Utilities LTD, the ultimate 
parent of which is Georgia Capital PLC (“GCAP”). 
 
As at 31 December 2017, 100% of the Company’s shares were owned by Georgian Global Utilities LTD the ultimate 
parent of which was BGEO Group PLC (“BGEO”). 
 
On 29 May 2018, BGEO Group PLC completed demerger of its business activities into a London-listed banking 
business, Bank of Georgia Group PLC, and a London-listed investment business, Georgia Capital PLC. As a result, 
GCAP became the ultimate parent of the Company. No individual shareholder owns more than 8% of the GCAP shares 
as at 31 December 2018.  
 
The Company’s activities are managed by Georgian Water and Power LLC (“GWP” or “the Management company”), 
a 100% subsidiary of GGU, according to a respective management contract. 
 
 

2. Operating environment 
 
The Company’s business is concentrated in Georgia. As an emerging market, Georgia does not possess a well-developed 
business and regulatory infrastructure that would generally exist in a more mature market economy. Operations in 
Georgia may involve risks that are not typically associated with those in developed markets, including the risk that 
the Georgian Lari is not freely convertible outside the country, there are currency exchange fluctuation risks, debt and 
equity markets are not well developed. However, over the last years the Georgian government has made a number of 
developments that positively affect the overall investment climate of the country, specifically implementing the reforms 
necessary to enhance banking, judicial, taxation and regulatory systems. This includes the adoption of a new body of 
legislation, including new Tax Code and procedural laws. In the view of the Management, these steps contribute to 
mitigation of the risks of doing business in Georgia.  
 
The existing tendency aimed at the overall improvement of the business environment is expected to persist. The future 
stability of the Georgian economy is largely dependent upon these reforms and developments and the effectiveness of 
economic, financial and monetary measures undertaken by the Government. However, the Georgian economy is 
vulnerable to market downturns and economic slowdowns elsewhere in the developed countries.  
 
 

3. Basis of preparation  
 
These financial statements of the Company for the year ended 31 December 2018 have been prepared in accordance 
with International Financial Reporting Standards (“IFRS”) and International Financial Reporting Interpretations 
Committee (“IFRIC”) interpretations issued by the International Accounting Standards Board (“IASB”) effective for 
2018 reporting. 
 
The financial statements have been prepared on a historical cost basis, except for property, plant and equipment that 
have been measured at fair value. 
 
The principal accounting policies applied in the preparation of these financial statements are set out below. These 
policies have been consistently applied to all the periods presented, apart for adoption of IFRS 9, Financial Instruments 
(Note 4). 
 
The financial statements are presented in thousands of Georgian Lari (“GEL”), unless otherwise indicated. 
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4. Summary of significant accounting policies 
 
Adoption of new or revised standards and interpretations 
 
The Company adopted IFRS 9, Financial Instruments, as at 1 January 2018. The adoption of the new standard had an 
impact on the financial statements of the Company due to a change in approach to estimation of the trade receivables 
allowance. There were no changes in classification of financial instruments resulting from the application of IFRS 9. 
 
The Company adopted the new standard as of the effective date and did not restate comparative information which 
continues to be reported under IAS 39 Financial Instruments: Recognition and Measurement. The below presented 
accounting policy is applied from 1 January 2018. 
 
IFRS 9 Financial Instruments 
 
Impairment 
 
The new impairment model in IFRS 9 is based on providing for expected losses (rather than dealing with losses after 
they have arisen) and applies to financial assets held at amortised cost and fair value through other comprehensive 
income (“FVOCI”) (with recycling to income statement). An entity shall apply either general or simplified approach to 
determine the expected losses. 
 
IFRS 9 extenuates cost and complexity for non-financial institutions through permission of simplified approach for trade 
and lease receivables. In this case, there is no need to calculate 12 months expected credit losses (“ECLs”) and 
monitor the increase in credit risk of financial assets. An entity should rather estimate lifetime credit losses. 
The Company adopted simplified approach for its short-term and long-term trade and other receivables. The impact of 
IFRS 9 adoption as of 1 January 2018 amounted to GEL 27 increase in allowance and reduction of retained earnings. 
 
Asset groups identified within the scope of IFRS 9 are cash at bank and trade and other receivables. 
 
Cash at bank 
 
Due to the short-term and the highly liquid nature of cash at bank, the Company has assessed the corresponding ECLs 
to be immaterial. Therefore, no impairment is being recognized for cash at bank under IFRS 9. 
 
Trade and other receivables 
 
Due to the qualitative and quantitative characteristics of the Company’s operations, trade and other receivables is the 
core area affected by the application of the new standard. The Company’s receivables comprise of two categories: 
receivables from wastewater treatment and other trade receivables.  
 
Allowance is separately determined for each customer based on overdue days. 
 
As at 31 December 2018, trade receivables from wastewater treatment and other trade receivables are past due but 
not impaired. As at 31 December 2017, trade receivables from wastewater treatment are past due but not impaired and 
other receivables are neither past due nor impaired. 
 
Other standards and interpretations 
 
The following interpretation relevant to the Company’s activities became effective on 1 January 2018 had no impact on 
the Company’s financial position or results of operations: 

► IFRIC Interpretation 22 Foreign Currency Transactions and Advance Considerations. 
 
The Company has not early adopted any standards, interpretations or amendments that have been issued but are not 
yet effective. 
 
Fair value measurement 
 
The Company measures financial instruments at fair value at each balance sheet date. Fair values of financial 
instruments measured at amortised cost are disclosed in Note 16. 
 
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 
between market participants at the measurement date. The fair value measurement is based on the presumption that 
the transaction to sell the asset or transfer the liability takes place either: 

► in the principal market for the asset or liability; or 

► in the absence of a principal market, in the most advantageous market for the asset or liability. 
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4. Summary of significant accounting policies (continued) 

 
Fair value measurement (continued) 
 
The principal or the most advantageous market must be accessible by the Company. The fair value of an asset or a 
liability is measured using the assumptions that market participants would use when pricing the asset or liability, 
assuming that market participants act in their economic best interest. A fair value measurement of a non-financial asset 
takes into account a market participant’s ability to generate economic benefits by using the asset in its highest and best 
use or by selling it to another market participant that would use the asset in its highest and best use.  
 
The Company uses valuation techniques that are appropriate in the circumstances and for which sufficient data are 
available to measure fair value, maximising the use of relevant observable inputs and minimising the use of 
unobservable inputs. 
 
All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorized within 
the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair value 
measurement as a whole: 

► Level 1 – quoted (unadjusted) market prices in active markets for identical assets or liabilities. 

► Level 2 – valuation techniques for which the lowest level input that is significant to the fair value measurement is 
directly or indirectly observable. 

► Level 3 – valuation techniques for which the lowest level input that is significant to the fair value measurement is 
unobservable. 

 
Fair value of assets included in Level 3 of the fair value hierarchy may be subject to change once and if observable 
relevant transactions are available. 
 
For assets and liabilities that are recognized in the financial statements on a recurring basis, the Company determines 
whether transfers have occurred between Levels in the hierarchy by re-assessing categorization (based on the lowest 
level input that is significant to the fair value measurement as a whole) at the end of each reporting period. 
 
Financial assets 
 
Financial assets in the scope of IFRS 9 are classified at initial recognition, as subsequently measured at amortised 
cost, FVOCI, and fair value through profit or loss (“FVPL”).  
 
With the exception of trade receivables that do not contain a significant financing component or for which the Company 
has applied the practical expedient, the Company initially measures a financial asset at its fair value plus, in the case of 
a financial asset not at fair value through profit or loss, transaction costs. Trade receivables that do not contain a 
significant financing component or for which the Company has applied the practical expedient are measured at the 
transaction price determined under IFRS 15.  
 
For purposes of subsequent measurement, financial assets of the Company are classified as financial assets at 
amortised cost, which include trade and other receivables and cash at bank. The Company does not have any financial 
assets measured at either FVOCI or FVPL. The Company’s financial assets are included in current assets, except for 
maturities greater than 12 months after the end of the reporting period. These are classified as non-current assets. 
 
The Company measures financial assets at amortised cost if both of the following conditions are met:  

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

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

 
Financial assets at amortised cost are subsequently measured using the effective interest (“EIR”) method and are 
subject to impairment. Gains and losses are recognised in profit or loss when the asset is derecognised, modified or 
impaired.  
 
Impairment of receivables 
 
The Company recognises an allowance for ECLs for all debt instruments not held at FVPL. ECLs are based on the 
difference between the contractual cash flows due in accordance with the contract and all the cash flows that the 
Company expects to receive, discounted at an approximation of the original effective interest rate. 
 
For receivables the Company applies a simplified approach in calculating ECLs. Therefore, the Company does not 
track changes in credit risk, but instead recognises a loss allowance based on lifetime ECLs at each reporting date.  
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4. Summary of significant accounting policies (continued) 
 
Financial assets (continued) 
 
A financial asset is credit-impaired when one or more events that have a detrimental impact on the estimated future 
cash flows of that financial asset have occurred. Evidence of impairment may include: 

► significant financial difficulty of the counterparty; 

► a breach of agreement, such as a default or past due event; 

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

► there is adverse change in the payment status of the counterparty as a result of changes in the national or local 
economic conditions that impact the counterparty. 

 
If, in a subsequent year, the amount of the estimated ECLs increases or decreases the previously recognised ECLs are 
increased or reduced by adjusting the allowance account. If a future write-off is later recovered, the recovery is credited 
to the profit or loss in the allowance for impairment of trade receivables line with a negative sign as a reversal of 
impairment. 
 
Derecognition of financial instruments  
 
Financial assets 
 
A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is 
derecognized where: 

► the rights to receive cash flows from the asset have expired; or 

► the Company has transferred its rights to receive cash flows from the asset, or retained the right to receive cash 
flows from the asset, but has assumed an obligation to pay them in full without material delay to a third party 
under a “pass-through” arrangement; and 

► the Company either (a) has transferred substantially all the risks and rewards of the asset, or (b) has neither 
transferred nor retained substantially all the risks and rewards of the asset, but has transferred control of the 
asset. 

 
Financial liabilities 
 
All of the Company’s financial liabilities, including borrowings and trade and other payables, are carried at amortised 
cost. The Company’s borrowings comprise of the loan from Georgian financial institution and two loans from the 
Management company. 
 
A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expires. 
 
Property, plant and equipment 
 
Infrastructure assets comprise of structures, machinery equipment and pipelines. Investment expenditure on 
infrastructure assets relating to increases in capacity or enhancements of the network and asset replacements to 
maintain the operating capability of the network is treated as an addition and initially recorded at cost, whilst repair and 
maintenance expenditure which does not enhance the asset’s base is charged as an operating cost. 
 
The Company’s property, plant and equipment are stated at revalued amount less accumulated depreciation and 
provision for impairment, where required. Increases in the carrying amount arising on revaluation are credited to other 
comprehensive income and increase of the revaluation surplus in equity. Decreases that offset previous increases of 
the same asset are recognised in other comprehensive income and decrease of the previously recognised revaluation 
surplus in equity; all other decreases are charged to profit or loss for the year. The revaluation reserve for property, 
plant and equipment in equity is transferred directly to retained earnings when the revaluation surplus is realised on the 
retirement or disposal of the asset. Any accumulated depreciation, aggregated with accumulated impairment losses, at 
the date of revaluation is eliminated against the gross amount of the asset, and the net amount is restated to the 
revalued amount of the asset. When the asset is derecognised the revaluation surplus is transferred directly to retained 
earnings. 
 
Land plots, real estate, vehicles, fixtures and fittings and infrastructure assets are subject to revaluation on a regular 
basis. Valuations are performed frequently enough (market value changes are monitored at least once a year) to 
ensure that the fair value of a revalued asset does not differ materially from its carrying amount.  
 
Costs of minor repairs and maintenance are expensed when incurred. Cost of replacing major parts or components of 
property, plant and equipment items are capitalised and the replaced part is retired. 
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4. Summary of significant accounting policies (continued) 
 
Property, plant and equipment (continued) 
 
Depreciation of an asset commences from the date the asset is ready and available for use. Depreciation is calculated 
on a straight-line basis over estimated useful lives. Existing useful lives applicable for several classes of property, plant 
and equipment are: 
 

 Useful lives 

Real estate 60 years 
Infrastructure assets 8-45 years 
Fixtures and fittings 5-10 years 
Vehicles 10 years 

 
The residual value of an asset is the estimated amount that the Company would currently obtain from the disposal of 
the asset less the estimated costs of disposal, if the asset was already of the age and in the condition expected at the 
end of its useful life.  
 
Taxation 
 
The annual profit earned by entities other than banks, insurance companies and microfinance organizations is not 
taxed in Georgia starting from 1 January 2017. Corporate income tax is levied on profit distributed as dividends to the 
shareholders that are individuals or non-residents of Georgia at the rate of 15/85 of net distribution. The corporate 
income tax arising from the payment of dividends is accounted for as a liability and expense in the period in which 
dividends are declared, regardless of the actual payment date or the period for which the dividends are paid. In certain 
circumstances, deductions from income tax charge payable are available that are accounted as reduction of income tax 
expense related to respective distribution. The companies are able to offset corporate income tax liability arising from 
dividend distributions out of profits earned in 2008-2016 by the amount of corporate income tax paid for the respective 
period under the current regulation. Dividends distributions between Georgian resident companies is not subject to 
corporate income tax. Due to the nature of the Georgian taxation system, no deferred tax assets and liabilities arise for 
the entities registered in Georgia.  
 
Inventories 
 
Inventories are recorded at the lower of cost and net realisable value. The cost of inventories comprises direct 
materials and, where applicable, direct labour costs and those overheads that have been incurred in bringing the 
inventories to their present location and condition. Cost of inventory is determined using the weighted average basis. 
Net realisable value is the estimated selling price in the ordinary course of business, less the cost of completion and 
selling expenses. 
 
Prepayments  
 
Prepayments are carried at cost less provision for impairment. A prepayment is classified as non-current when the 
goods or services relating to the prepayment are expected to be obtained after one year, or when the prepayment 
relates to an asset which will itself be classified as non-current upon initial recognition. Prepayments to acquire assets 
are transferred to the carrying amount of the asset once the Company has obtained control of the asset and it is 
probable that future economic benefits associated with the asset will flow to the Company. Other prepayments are 
written off to profit or loss when the goods or services relating to the prepayments are received.  
 
If there is an indication that the assets, goods or services relating to a prepayment will not be received, the carrying 
value of the prepayment is written down accordingly and a corresponding impairment loss is recognised in profit or loss 
for the year. 
 
Cash at bank 
 
Cash at bank includes deposits held at call with banks with original maturities of three months or less and are subject to 
insignificant risk of change in value. Cash at bank are carried at amortised cost using the effective interest method. 
 
Charter capital 
 
The amount of the Company’s authorised charter capital is defined by the Company’s Charter. The changes in the 
Company’s Charter (including changes in charter capital, ownership, etc.)shall be made only based on the decision of 
the Company’s participant. The authorised capital is recognised as charter capital in the equity of the Company to the 
extent that it was paid. 
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4. Summary of significant accounting policies (continued) 
 
Value added tax 
 
Value added tax (“VAT”) related to sales is payable to tax authorities when goods are shipped or services are 
rendered. Input VAT is recognised upon the receipt of a tax invoice from a supplier but is reclaimable against sales 
VAT only upon a payment of such invoice. The tax legislation permits the settlement of VAT on a net basis. 
Accordingly, VAT related to sales and purchases, which have not been settled at the end of the reporting period is 
recognised in the statement of financial position on a net basis. Where provision has been made for impairment of 
receivables, impairment loss is recorded for the gross amount of the debtor, including VAT. 
 
Borrowing costs 
 
Borrowing costs comprise interest expense calculated using the effective interest method and exchange differences 
arising from foreign currency borrowings to the extent that they are regarded as an adjustment to interest costs. 
Borrowing costs directly attributable to the acquisition or construction of an asset that necessarily takes a substantial 
period of time to get ready for its intended use or sale are capitalised as part of the cost of the respective assets. 
All other borrowing costs are expensed in the period in which they occur. The amount of borrowing costs eligible for 
capitalisation is determined as the actual borrowing costs incurred on that borrowing during the period of respective 
property development phase.  
 
EBITDA  
 
The Company separately presents EBITDA on the face of statement of profit or loss and other comprehensive income. 
EBITDA is not defined in IFRS and is defined by the Company as earnings before interest, taxes, depreciation and 
amortisation, and is derived as the Company’s profit before income tax expense but excluding the following line items: 
depreciation and amortisation, finance income, finance costs, net foreign exchange gains/losses and non-recurring 
expenses. 
 
Non-recurring expenses 
 
The Company separately classifies and discloses those income and expenses that are non-recurring by nature. Any 
type of income or expense may be non-recurring by nature. The Company defines non-recurring income or expense as 
income or expense triggered by or originated from an unusual economic, business or financial event that is not inherent 
to the regular and ordinary business course of the Company and is caused by uncertain or unpredictable external 
factors. 
 
Offsetting 
 
Financial assets and liabilities are offset and the net amount reported in the statement of financial position only when 
there is a legally enforceable right to offset the recognised amounts, and there is an intention to either settle on a net 
basis, or to realise the asset and settle the liability simultaneously. 
 
Functional currencies and foreign currency translation 
 
The Company’s financial statements are presented in Georgian Lari, which is also the Company’s functional currency.  
 
Transactions in foreign currencies are initially recorded in the functional currency, converted at the rate of exchange 
ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies are retranslated 
into functional currency at functional currency rate of exchange ruling at the reporting date. Non-monetary items that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rates as at the dates of 
the initial transactions. Non-monetary items measured at fair value in a foreign currency are translated using the 
exchange rates at the date when the fair value was determined. When a gain or loss on a non-monetary item is 
recognised in other comprehensive income, any exchange component of that gain or loss is recognised in other 
comprehensive income. Conversely, when a gain or loss on a non-monetary item is recognised in profit or loss, any 
exchange component of that gain or loss is recognised in profit or loss.  
 
Gains and losses resulting from the translation of foreign currency transactions related to borrowings and other foreign 
currency transactions are recognised in the profit or loss within net foreign exchange losses. 
 
Differences between the contractual exchange rate of a certain transaction and the National Bank of Georgia (“NBG”) 
exchange rate on the date of the transaction are included in foreign exchange losses less gains. The official 
NBG exchange rates as at 31 December 2018 and 2017 were 2.6766 and 2.5922 GEL to 1 US dollar, respectively.  
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4. Summary of significant accounting policies (continued) 
 
Functional currencies and foreign currency translation (continued) 
 
Total amount of foreign exchange gains/losses recognized in profit or loss and other comprehensive income for the 
year ended 31 December 2018 amounts to GEL 1,167 (2017: net foreign exchange gain GEL 218), which consists of 
net foreign exchange losses related to borrowings in the amount of GEL 702 (2017: GEL 1,225) and net foreign 
exchange loss related to other financial instruments in the amount of GEL 465 (2017: net foreign exchange gain 
GEL 1,443). 
 
Income and expense recognition 
 
Revenue is recognized when the Company satisfies a performance obligation at an amount that reflects 
the consideration to which the Company expects to be entitled in exchange for transferring the goods and services to 
a customer. The following specific recognition criteria must also be met before revenue and expense is recognized: 
 
Revenue from wastewater treatment 
 
Revenue from wastewater treatment is recognised on the basis of the wastewater volume run through the sewer and 
by application of the relevant tariff. Tariff is calculated according to Georgian National Energy and Water Supply 
Regulatory Commission (“GNERC”) methodology by the Company. 
 
Interest and similar income and expense 
 
For all financial instruments measured at amortised cost, interest income or expense is recorded at the effective 
interest rate, which is the rate that exactly discounts estimated future cash payments or receipts through the expected 
life of the financial instrument or a shorter period, where appropriate, to the net carrying amount of the financial asset or 
financial liability. The calculation takes into account all contractual terms of the financial instrument (for example, 
prepayment options) and includes any fees or incremental costs that are directly attributable to the instrument and are 
an integral part of the effective interest rate, but not future credit losses. The carrying amount of the financial asset or 
financial liability is adjusted if the Company revises its estimates of payments or receipts. The adjusted carrying amount 
is calculated based on the original effective interest rate and the change in carrying amount is recorded as interest 
income or expense. 
 
Once the recorded value of a financial asset or a group of similar financial assets has been reduced due to an 
impairment loss, interest income continues to be recognized using the original effective interest rate applied to the new 
carrying amount. 
 
Employee benefits 
 
Wages, salaries, annual leave and sick leave, bonuses and other benefits are accrued in the period in which the 
associated services are rendered by the employees of the Company.  
 
Standards issued but not yet effective 
 
Up to the date of approval of the financial statements, certain new standards, interpretations and amendments to 
existing standards have been published that are not yet effective for the current reporting period and which the 
Company has not early adopted. New standards relevant to the Company’s activities that may have any impact on the 
Company, or the impacts of which are currently being assessed, are as follows: 
 
IFRS 16 Leases 
 
IFRS 16 was issued in January 2016 and it replaces lAS 17 Leases, IFRIC 4 Determining Whether an Arrangement 
Contains a Lease, SIC-15 Operating Leases – Incentives and SIC-27 Evaluating the Substance of Transactions 
Involving the Legal Form of a Lease. IFRS 16 sets out the principles for the recognition, measurement, presentation 
and disclosure of leases and requires lessees to account for all leases under a single on-balance sheet model similar 
to the accounting for finance leases under lAS 17. The standard includes two recognition exemptions for lessees – 
leases of ‘low-value’ assets (e.g., personal computers) and short-term leases (i.e., leases with a lease term of 
12 months or less). At the commencement date of a lease, a lessee will recognise a liability to make lease payments 
(i.e., the lease liability) and an asset representing the right to use the underlying asset during the lease term 
(i.e., the right-of-use asset). Lessees will be required to separately recognise the interest expense on the lease liability 
and the depreciation expense on the right-of-use asset.  
 
Lessees will be also required to remeasure the lease liability upon the occurrence of certain events (e.g., a change in 
the lease term, a change in future lease payments resulting from a change in an index or rate used to determine those 
payments). The lessee will generally recognise the amount of the remeasurement of the lease liability as an adjustment 
to the right-of-use asset. 
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4. Summary of significant accounting policies (continued) 
 
Standards issued but not yet effective (continued) 
 
Lessor accounting under IFRS 16 is substantially unchanged from accounting under lAS 17. Lessors will continue to 
classify all leases using the same classification principle as in lAS 17 and distinguish between two types of leases: 
operating and finance leases. 
 
IFRS 16, which is effective for annual periods beginning on or after 1 January 2019, requires lessees and lessors to 
make more extensive disclosures than under IAS 17. 
 
The Company adopted IFRS 16 Leases as at 1 January 2019 which did not have impact on the Company’s financial 
statements.  
 
Annual improvements to IFRSs 2015-2017 cycle 
 
IAS 23 Borrowing Costs 
 
The amendments clarify that an entity treats as part of general borrowings any borrowing originally made to develop a 
qualifying asset when substantially all of the activities necessary to prepare that asset for its intended use or sale are 
complete. An entity applies those amendments to borrowing costs incurred on or after the beginning of the annual 
reporting period in which the entity first applies those amendments. An entity applies those amendments for annual 
reporting periods beginning on or after 1 January 2019, with early application permitted. As the Company’s current 
practice is in line with these amendments, the Company does not expect any effect on its financial statements from this 
improvement. 
 
 

5. Significant accounting judgements and estimates 
 
The Company makes estimates and assumptions that affect the amounts recognised in the financial statements and 
the carrying amounts of assets and liabilities within the next financial year. Estimates and judgements are continually 
evaluated and are based on management’s experience and other factors, including expectations of future events that 
are believed to be reasonable under the circumstances. Management also makes certain judgements, apart from those 
involving estimations, in the process of applying the accounting policies. Judgements that have the most significant 
effect on the amounts recognised in the financial statements and estimates that can cause a significant adjustment to 
the carrying amount of assets and liabilities within the next financial year include: 
 
Measurement of fair value of property, plant and equipment  
 
Property, plant and equipment are carried at revalued amount. The Company performs valuation of its property, plant 
and equipment with a sufficient regularity to ensure that the carrying amount does not differ materially from that which 
would be determined using fair value at the end of the reporting period. For the years ended 31 December 2018 and 
2017 the Company performed the analysis applying income approach. Results of the valuation, valuation inputs and 
techniques are presented in Note 6. Based on analysis performed, the Company ensured that the carrying value of 
property, plant and equipment does not differ materially from their fair value. The last valuation of property, plant and 
equipment were carried at 31 December 2013. 
 
The Company’s certain properties are specialized in nature. While secondary market in Georgia provides adequate 
information for fair value measurements for small and medium sized properties, valuation of large and unique 
properties involves application of various observable and unobservable inputs to determine adjustments to the 
available comparable sale prices. These estimates and assumptions are based on the best available information, 
however, actual results could be different. 
 
Ownership and recognition of infrastructure assets 
 
The Company’s property, plant and equipment includes certain specific items, including wastewater network pipelines 
and other infrastructure assets, that were historically used by the Company in wastewater services and that have been 
transferred to the Company as a result of the privatisation transaction. Due to the lack of required documents and 
timing for registration, the Company was not able to obtain legal ownership title to certain fixed assets including 
infrastructure assets as at the date of these financial statements. However, based on the provisions of privatization 
agreement (Note 1), management has applied judgment and considered that as infrastructure assets include specific 
items that were historically used by the Company and could only be used by the Company (as a sole provider of 
wastewater services) there is high probability that the Company will continue operation of infrastructure assets in future 
and will obtain legal ownership title. Based on this judgment and to the extent that there was no litigation against the 
Company or disputes on ownership, management recognised infrastructure assets as the Company’s property, plant 
and equipment (Note 18). 
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5. Significant accounting judgements and estimates (continued) 
 
Useful lives of property, plant and equipment  
 
The estimation of the useful life of an item of property, plant and equipment is a matter of management judgement 
based upon experience with similar assets. In determining the useful life of an asset, management considers the 
expected usage, estimated technical obsolescence, physical wear and tear and the physical environment in which the 
asset is operated. Changes in any of these conditions or estimates may result in adjustments for future depreciation 
rates.  
 
 

6. Property, plant and equipment 
 
The movements in property, plant and equipment during the year ended 31 December 2018 were as follows: 
 

 
Land 
plots 

Real 
estate 

Infrastruc-
ture assets Vehicles 

Fixtures 
and fittings CIP Total 

Revalued amount  
31 December 2017  2,161 457 4,531 35 36 13,068 20,288 
Additions  – – 223 1 10 45,830 46,064 
Disposals  – (75) (37) – (16) – (128) 
Transfers  – 5,137 52,333 250 444 (58,164) – 

31 December 2018  2,161 5,519 57,050 286 474 734 66,224 
         
Accumulated depreciation        
31 December 2017  – 31 1,703 29 12 – 1,775 
Depreciation charge  – 8 294 16 8 – 326 

Disposals  – (8) (34) (1) (6) – (49) 

31 December 2018  – 31 1,963 44 14 – 2,052 
         
Net book value        

31 December 2017  2,161 426 2,828 6 24 13,068 18,513 

31 December 2018  2,161 5,488 55,087 242 460 734 64,172 
 

 
The movements in property, plant and equipment during the year ended 31 December 2017 were as follows: 
 

 
Land 
plots 

Real 
estate 

Infrastruc-
ture assets Vehicles 

Fixtures 
and fittings CIP1 Total 

Revalued amount  
31 December 2016  2,161 654 4,482 33 27 988 8,345 
Additions  – – 56 – 6 12,134 12,196 
Disposals  – (199) (54) – – – (253) 
Transfers  – 2 47 2 3 (54) – 

31 December 2017  2,161 457 4,531 35 36 13,068 20,288 
         
Accumulated depreciation        
31 December 2016  – 40 1,281 23 6 – 1,350 
Depreciation charge  – 14 441 6 6 – 467 

Disposals  – (23) (19) – – – (42) 

31 December 2017  – 31 1,703 29 12 – 1,775 
         
Net book value        

31 December 2016  2,161 614 3,201 10 21 988 6,995 

31 December 2017  2,161 426 2,828 6 24 13,068 18,513 

1 CIP balance as at 31 December 2017 comprises capital expenditures related to rehabilitation and modernisation of the 
wastewater treatment facilities of the Company. 
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6. Property, plant and equipment (continued) 
 
If the property, plant and equipment were measured using the cost model, the carrying amounts of the property, plant 
and equipment as at 31 December 2018 and 2017 would be as follows: 
 

 
Land 
plots 

Real 
estate 

Infrastruc-
ture assets Vehicles 

Fixtures 
and fittings CIP Total 

         
Historical cost as at 

31 December 2018 1,980 5,290 53,620 252 474 734 62,350 
Accumulated depreciation and 

impairment – (13) (433) (10) (14) – (470) 
Net book value as at 

31 December 2018  1,980 5,277 53,187 242 460 734 61,880 

 
 

 
Land 
plots 

Real 
estate 

Infrastruc-
ture assets Vehicles 

Fixtures 
and fittings CIP Total 

         
Historical cost as at 

31 December 2017 1,980 191 1,091 2 36 13,068 16,368 
Accumulated depreciation and 

impairment – (13) (363) – (13) – (389) 
Net book value as at 

31 December 2017  1,980 178 728 2 23 13,068 15,979 

 
All of the Company’s property, plant and equipment as at 31 December 2018 and 2017 are included in Level 3 fair 
value measurement which techniques use unobservable inputs in valuation. The valuation technique and inputs used in 
the fair value measurement of property, plant and equipment are attributed to Level 3 in the fair value hierarchy. 
The related sensitivity to reasonably possible changes in inputs are as follows at 31 December 2018 and 2017, 
respectively: 
 

Class of property,  
plant and equipment 

Fair value as at 
31 December 

2018 
Valuation 
technique 

Significant 
unobservable 
inputs used 

Value  
of input Type 

Total area, 
square 
meters 

        
Land plots 2,161 Discounted 

cash flows 
(“DCF”) 

WACC; 
terminal period 

growth rate 

14.03%; 
3.52% 

Land 988,148 

        

Real estate 5,488 Discounted 
cash flows 

(“DCF”) 

WACC; 
terminal period 

growth rate 

14.03%; 
3.52% 

Building 23,248 

        
Infrastructure assets 55,087 Discounted 

cash flows 
(“DCF”) 

WACC; 
terminal period 

growth rate 

14.03%; 
3.52% 

Pipes and 
wells, 

equipment 

N/a 

        
Vehicles 242 Discounted 

cash flows 
(“DCF”) 

WACC; 
terminal period 

growth rate 

14.03%; 
3.52% 

Vehicles N/a 

        
Fixtures and fittings 

460 

Discounted 
cash flows 

(“DCF”) 

WACC; 
terminal period 

growth rate 

14.03%; 
3.52% 

 

Fixtures and 
fittings 

N/a 

Total property, plant and 
equipment, excluding 
CIP and other 63,438      
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6. Property, plant and equipment (continued) 
 

Class of property,  
plant and equipment 

Fair value as at 
31 December 

2017 
Valuation 
technique 

Significant 
unobservable 
inputs used 

Value  
of input Type 

Total area, 
square 
meters 

        
Land plots 2,161 Discounted 

cash flows 
(“DCF”) 

WACC; 
terminal period 

growth rate 

14.38%, 
3.5% 

 

Land 988,148 

        
Real estate 426 Discounted 

cash flows 
(“DCF”) 

WACC; 
terminal period 

growth rate 

14.38%, 
3.5% 

 

Building 23,248 

        
Infrastructure assets 2,828 Discounted 

cash flows 
(“DCF”) 

WACC; 
terminal period 

growth rate 

14.38%,  
3.5% 

 

Pipes and 
wells, 

equipment 

N/a 

        
Vehicles 6 Discounted 

cash flows 
(“DCF”) 

WACC; 
terminal period 

growth rate 

14.38%, 
3.5% 

 

Vehicles N/a 

        
Fixtures and fittings 

24 

Discounted 
cash flows 

(“DCF”) 

WACC; 
terminal period 

growth rate 

14.38%, 
3.5% 

 

Fixtures and 
fittings 

N/a 

Total property, plant and 
equipment, excluding 
CIP and other 5,445      

 
The increase or decrease in the terminal growth rate would result in increase or decrease, respectively, in fair value of 
property, plant and equipment. The increase or decrease in WACC would result in decrease or increase, respectively, 
in fair value of property, plant and equipment. 
 
 

7. Prepayments for non-current assets 
 
Prepayments for non-current assets as at 31 December 2017 consist of advances paid to the Company’s major 
counterparties Strabag AG and Schlegel Cnsulting Engineers GmbG & Co. KG of GEL 3,668 and GEL 2,120, 
respectively, for a rehabilitation project to bring the assets in line with the European Union’s requirements.  
 
 

8. Trade and other receivables 
 

 
31 December 

2018 
31 December 

2017 
Current   
Trade receivables for wastewater treatment 8,139 2,770 

Total current trade receivables, net 8,139 2,770 
   
Other receivables 50 67 
Less allowance for expected credit losses (27) – 

Total other receivables, net 23 67 

Total current trade and other receivables, net 8,162 2,837 

 
The management made analysis by credit quality of trade and other receivables. As at 31 December 2018, trade and 
other receivables are past due but not impaired falling into 30-90 days aging category.  
 
As at 31 December 2017, trade receivables from wastewater treatment are past due but not impaired and other 
receivables are neither past due nor impaired falling into 30-90 days aging category. 
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9. Equity 
 
Charter capital 
 
As at 31 December 2018 and 2017, the Company had fully contributed charter capital of GEL 11,359. 
 
Revaluation reserve for property, plant and equipment 
 
The revaluation reserve for property, plant and equipment reflects increases in the fair value of property, plant and 
equipment and decreases to the extent that such decreases relate to an increase of the same asset previously 
recognised in equity. 
 
Management of capital 
 
The Company’s objectives when managing capital are: 

► to safeguard the Company’s ability to continue as a going concern, so that it can provide returns for 
shareholders and benefits for other stakeholders; 

► to maintain sufficient size to make the operation of the Company cost-efficient. 
 
To achieve these goals the Company performs a detailed analysis of capital structure considering the cost of borrowed 
funds and level of own capital available. The Company defines capital for capital management purposes as equity 
recognized in the financial statements. There are no externally imposed capital requirements to which the Company is 
subject to. 
 
There were no changes in the objectives, policies or processes for managing capital in 2018 and 2017. 
 
 

10. Borrowings 
 
 31 December 2018 31 December 2017 

 
Current 

liabilities 
Non-current 

liabilities 
Current 

liabilities 
Non-current 

liabilities 

Loans from Management company 178 30,163 175 30,334 
Loans from Georgian financial institution 73 20,064 – – 

Total borrowings 251 50,227 175 30,334 
 
As at 31 December 2018, borrowings from Georgian financial institution include EUR denominated loan from 
JSC Basis Bank of GEL 20,137. Loan matures in 15 years. 
 
As at 31 December 2018, borrowings from the Management company include two loans – GEL denominated loan of 
GEL14,908 and EUR denominated loan of GEL 15,433 (2017: GEL 14,908 and GEL 15,601, respectively), with fixed 
interest rates of 16.94% and 13.88%, respectively (2017: 16.94% and 13.88%, respectively). Loans mature in 15 years 
(2017: 16 years). 
 
Material non-cash transactions 
 
In 2018, the Company incurred borrowing costs of GEL 5,010 (2017: GEL 1,064) of which GEL 4,955 (2017: 
GEL 1,023) has been capitalized as a part of property, plant and equipment. 
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10. Borrowings (continued) 
 
Changes in liabilities arising from financial activities 
 
 Borrowings 

Carrying amount at 31 December 2016  – 
Foreign currency translation 1,225 
Cash proceeds 29,109 
Interest accrued 1,064 
Interest paid (897) 
Other 8 
Carrying amount at 31 December 2017 30,509 

Foreign currency translation 702 
Cash proceeds 19,168 
Interest accrued 5,010 
Interest paid (349) 
Interest payable offset with trade receivable (4,562) 

Carrying amount at 31 December 2018 50,478 

 
 

11. Trade and other payables 
 

 
31 December 

2018 
31 December 

2017 
    
Payables for non-current assets 2,256 5,378 
Trade payables 639 227 
Payables to employees 103 120 
Other payables – 1 

Total trade and other payables 2,998 5,726 

 
Payables for non-current assets consist of payables for the construction of Gardabani wastewater treatment plant. 
 
 

12. Contract assets and liabilities 
 
In 2018, the Company recognised revenue from contracts with customers of GEL 11,774 (2017: GEL 5,182). 
The disaggregation of revenue from contracts with customers by types is presented in Note 13. 
 
As at 31 December 2018, the Company recognised GEL 8,139 revenue related receivables, which are included in 
Trade and other receivables line (2017: GEL 2,770). 
 
 

13. Revenue from wastewater treatment 
 
 2018 2017 
    
Revenue from wastewater treatment (related parties 11,770 5,160 
Revenue from wastewater treatment (other legal entities) 4 22 

Total revenue from wastewater treatment 11,774 5,182 

 
 

14. Salaries and other employee benefits 
 
 2018 2017 
    
Salaries 138 195 
Bonuses 4 16 

Total salaries and benefits 142 211 
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15. Commitments and contingencies 
 
Environmental matters 
 
The enforcement of environmental regulation in Georgia is evolving and the enforcement posture of government 
authorities is continually being reconsidered. The Company periodically evaluates its obligations under environmental 
regulations. As obligations are determined, they are recognised immediately. Potential liabilities, which might arise as a 
result of changes in existing regulations, civil litigation or legislation, cannot be estimated but could be material. In the 
current enforcement climate under existing legislation, management believes that there are no significant liabilities for 
environmental damage. 
 
Commitments  
 
As at 31 December 2018, capital expenditure commitment for purchase of property, plant and equipment equals to nil 
(2017: GEL 27,241). As at 31 December 2017, capital expenditure commitment was due to Gardabani rehabilitation 
project, which has been finished in 2018. 
 
Compliance with covenants 
 
The Company is subject to certain covenants related to its borrowings. Non-compliance with such covenants may 
result in negative consequences for the Company including termination of the loan agreement and withdrawal of loan 
amount or any part thereof. The Company was in compliance with covenants as at 31 December 2018. As at 
31 December 2017, the Company did not have any financial covenants related to its borrowings. 
 
 

16. Financial instruments 
 
Financial instruments overview 
 
Cash at bank 
 
Cash at bank as at 31 December 2018 and 2017 includes the funds placed on current accounts in Georgian banks. All 
cash at bank balances are classified as current and not impaired.  
 
As at 31 December 2018 and 2017, the Company did not have any significant financial assets that are past due but not 
impaired. 
 
Fair value measurement 
 
All financial instruments for which fair values are disclosed by the Company as at 31 December 2018 and 2017, are 
measured at fair value using a valuation technique with market observable and unobservable inputs. There were no 
changes in valuation techniques for Level 3 recurring fair value measurements in 2018 and 2017.  
 
The fair values in Level 2 and Level 3 of fair value hierarchy were estimated using the discounted cash flows valuation 
technique. The fair value of floating rate instruments that are not quoted in an active market was estimated to be equal 
to their carrying amount. The fair value of unquoted fixed interest rate instruments was estimated based on estimated 
future cash flows expected to be received discounted at current interest rates for new instruments with similar credit 
risk and remaining maturity. The fair values of fixed rate borrowings (Level 2 of fair value hierarchy) approximate the 
carrying values of the instruments.  
 
Management assessed that the fair values of cash at banks, trade and other receivables andtrade and other payables, 
approximate their carrying amounts largely due to the short-term maturities of these instruments. 
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16. Financial instruments (continued) 
 
Risk arising from financial instruments 
 
In the course of its ordinary activity the Company is exposed to interest rate currency, credit and liquidity risks. 
The Company’s management oversees the management of these risks.  
 
Currency risk 
 
Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates. 
 
As at 31 December 2018 and 2017, currency risk arises from the EUR denominated borrowings.  
 

Currency 

Increase/ 
decrease in % 

2018 

Effect on  
profit 
2018 

EUR 11.00%  3,905  
EUR -11.00%  (3,905) 
 
 

Currency 

Increase/ 
decrease in % 

2017 

Effect on  
profit 
2017 

EUR 4.5%1 702 
EUR -4.5% -702 
1 Scale of presumable fluctuation is determined based on highest rates stated during the past three years. 
 
Interest rate risk 
 
Interest rate risk arises from the possibility that changes in interest rates will affect the fair value of the financial 
instruments or the future cash flows on the financial instruments. As at 31 December 2018 the Company has floating 
interest rate borrowings linked to EURIBOR and is therefore exposed to interest rate risk. The following table 
demonstrates sensitivity to a reasonable possible change:  
 

Currency 

Increase/ 
decrease in % 

2018 

Effect on  
profit 
2018 

EUR 0.020%  4  
EUR -0.020%  (4) 
 
Credit risk 
 
Credit risk is the risk that the Company will incur a loss because its customers, clients or counterparties failed to 
discharge their contractual obligations. The Company manages and controls credit risk it undertakes by setting limits 
on the amount of risk accepted in relation to counterparties or groups of counterparties. Such risks are monitored on a 
continuous basis and subject to an annual or more frequent review. 
 
As at 31 December 2018 and 2017, the Company has no other significant financial assets subject to credit risk except for: 

► Cash at bank: as at 31 December 2018 out of total cash at bank of GEL 1,310 (2017: GEL 20,646), GEL 10 
(2017: GEL 5,131) was kept with banks having ratings of “BB-/bb-” from Standard & Poor’s, 
“B1/NP” (FC) & “Ba3/NP” (LC) from Moody’s and “BB-/bb-” from Fitch Ratings; 

► Trade and other receivables (Note 8). 
 
As at 31 December 2018 and 2017, carrying values of financial instruments best represent their maximum exposure to 
the credit risk. 
 
Liquidity risk 
 
Liquidity risk is the risk that an entity will encounter difficulty in meeting its payment obligations associated when they 
fall due under normal or stress circumstances. Management monitors rolling forecasts of the Company’s cash flows on 
a monthly basis. The Company seeks to maintain a stable funding base primarily consisting of borrowings and trade 
and other payables. 
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16. Financial instruments (continued) 
 
Risk arising from financial instruments (continued) 
 
The table below shows financial liabilities as at 31 December 2018 and 2017 based on contractual undiscounted 
repayment obligations.  
  

Less than 
1 year 1-3 years 3-5 years 

Over 
5 years Total       

As at 31 December 2018      
Long-term and short-term borrowings 5,828 17,466 16,565 56,287 96,146 
Trade and other payables 2,998 – – – 2,998 

Total future payments 8,826 17,466 16,565 56,287 99,144 

       
As at 31 December 2017      
Long-term and short-term borrowings 4,621 11,674 12,876 40,797 69,968 
Trade and other payables 5,726 – – – 5,726 

Total future payments 10,347 11,674 12,876 40,797 75,694 

 
 

17. Related parties disclosures 
 
In accordance with IAS 24 Related Party Disclosures parties are considered to be related if one party has the ability to 
control the other party or exercise significant influence over the other party in making financial or operational decisions. 
In considering each possible related party relationship, attention is directed to the substance of the relationship, not 
merely the legal form. 
 
Related parties may enter into transactions which unrelated parties might not, and transactions between related parties 
may not be effected on the same terms, conditions and amounts as transactions between unrelated parties. 
All transactions with related parties disclosed below have been conducted on an arm’s-length basis. 
 
The Management company, GWP, has an authority and responsibility for planning, directing and controlling the 
activities of the Company based on terms of respective management contract. The Company has no other key 
management personnel. 
 
Other related parties are represented by the members of GCAP, other than GWP. 
 
The volumes of related party transactions, outstanding balances at the year end, and related expense and income for 
the year are as follows: 
 
 31 December 2018 31 December 2017 

 
Management 

company 
Other  

related parties 
Management 

company 
Other1  

related parties 
      
Cash and cash equivalents – – – 5 
Trade and other receivables 6,315 1,824 2,180 590 
Prepayments – 2 – – 
      
Borrowings as at 1 January (30,509) – – – 
Proceeds from borrowings (4,629) – (31,398) – 
Borrowing repayments during the year 4,797 – 889 – 

Borrowings as at 31 December (30,341) – (30,509) – 

      
Trade and other payables 322 94 134 19 
1 Prior year figures comprise balances with BGEO Group companies. Subsequent to demerger (Note 1), Bank of Georgia Group entities are not 

considered to be related parties. 
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17. Related parties disclosures (continued) 
 
 2018 2017 

 
Management 

company 
Other related 

parties 
Management 

company 
Other related 

parties1 
Income and expenses     
Revenue from wastewater treatment 10,363 1,407 4,592 569 
Other income – – – 3 
General and administrative expenses – (259) – – 
Professional fees (53) – (53) – 
Other operating expenses – (83) (1) (46) 
1 Prior year figures comprise of income and expenses with BGEO Group companies. Subsequent to demerger (Note 1), Bank of Georgia Group 

entities are not considered to be related parties. 

 
 

18. Events after reporting period 
 
The Parent negotiated with the Government of Tbilisi City and Ministry of Economy and Sustainable  
Development of Georgia completion of the SPA (Note 1) and executed its formal termination agreement on 15 April 
2019. Government of Georgia, the Ministry of Economic Development of Georgia and the Government of the City of 
Tbilisi (the “parties to the SPA”) confirmed the fulfillment of all obligations under the SPA by the Parent and its 
unconditional/unencumbered title to its shareholdings in privatized subsidiaries (including the Company). In addition, 
the parties to the SPA undertook to ensure that the assets that were possessed, but not owned, by the Company 
(Note 5) are transferred into the Company’s ownership. 
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