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Lobgandg3megdm 353039 vIMo  obsbaMx OOl  35eEgdgdId0  JOMOMOEO B3 YEgdYdMSD

053538069000 , LogMmM K590 4,259 505L0 MOl MmEYbmdom (2021: 1,815 5050 WsGO).

300356050 99339 399mygm LsFoMHm HYLOLYdO 50b0TbME 350YIIMGOJOMNID ©535380MGd0M. 3mB35B0sL
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Fglodwm 9992900L bo3zgmgbm Tgxoligdss s ol 3Mmd3sbool Lbgzsolbzs 3mOEHRIWOL BoMawgddo
3MMxB03MmdLS s SB0TIGHMOIOL  55BIODBIIL, GIms EOEROBML, FgPBgMo L3gbsmgdo, Tgbsderm
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5389 ME@MOL gorBslwMgdss 20%-00m 8,138 12,397 16,519
93600L 539sM9ds 20%-00 (1,046) 1,328 241
9360mb g09835bMOYdS 20%-000 1,046 (1,328) (241)

bs36mpgbdm  gsbsizgorol  Golizo. 30335600 3058605 393039 OO LEdBOH™  LadMmigbdm
296533900900l 3geygmdol dob gobsble dyMmdstmgmdsly s FMwsE b5535090%g Fog3wgbols Mol 3o.
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Loy 3obsbbmeo 35agdvymgdgdo (6,193) (16,991) (14,084) (61,115) (98,383)
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03309630l GoliZo. ©0330©wIMOMdOL MOL3o 5™l Mob3o, HMI 30335605 LodmEggdo dg9Jdbgds
30obsbLMG 35O gdgdmD 5393800 d o IMZoErgMmdgdol  FguMErgdolsl.  3md3s60s
94M390EP0YIM5© 0ol Inmbmgbgdl ms30l bgedolsfi3md gmws MHgLMELYdDY. W0330IOMDOL
o3l oMozl 33356008 BobsbLGHO 4mbo. W0330MOMBdOL HolZoL FsMMZL bgaddmzsbgarmds
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bMO309wgdl  0330MO0  5dBH03900L  ©039OLOGOEOMGPRME  JmMERIwdo,  Moms  Fgdeml
©0330Q0MMd0L  2ovm35¢olfjobgdge Imnmbmgbgd®y LiiMogs s 98300 ©goaoMgds. 3md3sbools
©0330QMM0  3mOGARIWo  ImoEogl  Fs©  LobLEOGRL s 3o  933035¢96GdL  (3gbodzbs  10)
bgddrgsbgermdol dgx8slgdol dobgzom, s0bodbwwo 0330MM0 dmMEBIWo, HMIgwos dmoEs3l
R LabLEOMYBL, LodsB3M Y3MBOEHYOL Tgodwgds Mgoe0HYdME 0gbgl BEs LablMdIW JMHO L
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30bsbLMM0  2bo  HBMOEF0YXIL  W0330OMOOL  3MBozool ImbodmMobyl s MYMWIBHYo
©0330007)OMd0L  BEHMGLOL  BHILEGMGOSL  Lb3oEolbls  LEgbsMom, OGMIWgdol TmoEsgl  MMAMEE
B39wgdM03, 0y 93536 LEdIBOM J0MHMdGOL.

d399mo» dmEgdue 3bGowdo bsBg9bgdos 3o gdmegdgdo 2022 farol 31 ©93993GOLIM30L, Tomo
3MBgbowo Lo3mbEModB™M ©oxsM30L 350gdol dobg30m. IRIMZOL gsol bMowdo boBgzgbgdo
35009099 gd9d0L Msbbgdo FoMdmogbgb LozmbEHMod@m, s65olZMbE0MYdINM By 6535009dL, dso
9oL 80E0sbo 0xsM0L 3oegdegd9gdL (LsdMIsz3w™ BobablwMHo baMxgdOL Asdmdz00350¢Y), Abyoglo
36500L3MmbEGH0MJIMO BMEsEO 6535000 2obLb330Yds BOBBLWMO FEMIMIMBOL b 3¢0T9d580
3LobE0 MsbbgdOLSYSH, M5Y6 B0bBLWGOO BEAMTMIMIOL BAMOTYGBST0 SLsbwao Msbbgdo gg3rdbgds

©0b3MbEHOMGd Bs© Bo3ogdL.

ML BB MBBOL MEIbMBs 56 5MOL BoJloMgdLIEO, 46dsMEId0m F960d369dd0 sLabeo
056b5 2960L5BN3MGOS BosbgsM0TRIIM 39M0MEOL dergMl 5GLYdY0 I YMT>MIMOOL Jomzswolfjobgdoom.
7bMNO 35EHST0 2oIbEIO0 396008 Yd BL3ME) o330 3NMLOM Lssbys®odygdm 3gMompol
dmEmb.

5306s6LMM0 35O GIFIOL IRIMZ0L 35000 bsE0DO 2022 Ferols 31 9393dgML:

dmombmgbs 1 1-c056 3 3-5612 12 3000056 beyem
3999 399q9 0898y 5 fiewsdoog
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153536 35N IdIOO0 (9960836s 12,508 10,624 8,367 - 31,499

14)
byger LdMIszErem 35obEYdo, oo

0bbobs o 30mEgbGHoL

3505bEYd0L BsmgEom 17,973 10,861 42,814 576 72,224

330656LMM0 35O GIFOOL IRIMZ0L 35000 sbsE0Do 2021 Ferols 31 9393dgOL:

dmombmgbs 1 1-sb 3 3-s612 12 m30056 begom
0393©) 03999 0399) 5 fersdey

500560 30 35@sdo
30@gdIgdYPRO
Babglbgdo LablGgdo (8gbodzbs 12) - 620 1,895 61,370 63,885
Loox MM 3509049 9d9d0 87 435 521 608 1,651
bog0FMH™ 350 gdMgd9d0 (99608365

14) 10,531 9,202 4,529 - 24,262
beger LMoz 39IbEYd0, AoGO

®36bobs s 30 Eg6GHOL

25005b7gd0L Bsmgzwom 10,618 10,257 6,945 61,978 89,798
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530656LMM0 35O GBFIOL IRIMZOL 3500 bsE0oBO 2021 ol 1 05635GL:

dmombmgbs 1 1-sb 3 3-s612 12 m30056 begom
3999 399q9 0898y 5 fiewsdoog

0560 30 35¢05do
39 EYVIEgdYO
Babglbgdo LablGgdo (8gbodzbs 12) - - 2,939 87,068 90,007
LooxR MM Z5YOIGIJOO - 123 522 - 645
153536 35N IIOO0 (9960836s

14) 6,036 6,344 929 - 13,309
beger LMoz 39IbEYd0, AoGO

0bbobs o 360mEgbGHL

3505bEYd0L BsNZgEOom 6,036 6,467 4,390 87,068 103,961

22 3530350l JsOM3d

3930350l JoMmM30L5L, 3nd35600L FoBsbo 5Ol Fobio MBIGOL o339, F993MAgEM boddosbmds BMmAme3
36J30mboMgds@as LEPo® M, Hsms M HBOHYBZgEYMl 392905 5930MbIMGOOLIMZOL s LaMgdgEo Lbgs
50b6@&9M9g9dMEo IHs0ggdoLOM30L s 3930390l M3EH0ToMO bEHOMIGHOOL gbs@Bmbgds, Msms
3959306OML 3530350l OMYOMWGdS. 3930¢50L BEGHMWIEHMOHOL F9bsePmbadol 56 3mMgd@oMgdolsmgol,
300356050 890degds Fg33owmlb 9d30mbgMgdolsmzol 030YBEILOL FoobEOL MEYbmds, Ggodwrgds
5d300b7MOL  IdOHWBML 35300, 253tdzsl  sbowo  5d30gdo 9B goyoml  5JEH03900  Zowols
F9lsd30090msq. 2022 Herol 31 9393060l dymds®gmdom, 3m335600L doge oMo 3s30Gswol
®9b6mds 0oym 53,868 s05L0 o®o (2021 Farol 31 093980960 : 16,840 50050 wsc0; 2021 Farols 1 056356 0:

17,220 5005b0 @oM0).
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69500 OH0 0MJOYgdol Jgnslgdol LodoMmoL3oMm.
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Bo3ogd0l  9gx3sligdol  dgomom. 33mEeg0  35bs339mol  0blEHMMBgbEJOOL, MMIgdoEg 9O  9MH0sb
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65350900 (MmIgwms  Fogds  IbowrmEbywos)  olgmbBHOMmgdom  Jodobomy  LadMm3gbEMm
2965339009000 sboero 0blEGMWIgbEHIOOLMZOL, GMTgEwmsg Abaaglo LozMgoG™ Molzo s smBgbowo
Q535030 35005 2osBbos.
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Independent Auditor’s Report
To the Shareholder and Management of JSC Lomisi

Our opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of
JSC Lomisi (the “Company”) as at 31 December 2022, and the Company’s financial performance and
cash flows for the year then ended in accordance with International Financial Reporting Standards and
with the requirements of the Law of Georgia on Accounting, Reporting and Auditing.

What we have audited

The Company’s financial statements comprise:

* the statement of financial position as at 31 December 2022;

» the statement of profit or loss and other comprehensive income for the year then ended;
» the statement of changes in equity for the year then ended:

* the statement of cash flows for the year then ended; and

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

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

Independence

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

Other information

Management is responsible for the other information. The other information comprises the
Management Report (but does not include the financial statements and our auditor's report thereon).

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

In connection with our audit of the financial statements, our responsibility is to read the Management
Report and, in doing so, consider whether the Management Report is materially inconsistent with the
financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material
misstatement in the Management Report, we are required to report that fact. We have nothing to
report in this regard.

PricewaterhouseCoaners Genreia TTO T/0 snrannc..
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In addition, we are required by the Law of Georgia on Accounting, Reporting and Auditing to express
an opinion whether certain parts of the Management Report comply with respective regulatory
normative acts and to consider whether the Management Report includes the information required by
the Law of Georgia on Accounting, Reporting and Auditing.

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

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

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

Responsibilities of management and those charged with governance for the financial
d

statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with International Financial Reporting Standards and with the requirements of the Law of
Georgia on Accounting, Reporting and Auditing, and for such internal control as management
determines is necessary to enable the preparation of the financial statements that are free from

material misstatement, whether due to fraud or error.

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

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

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 scepticism throughout the audit. We also:

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

e 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.

e 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
ar ennditions that may cast significant doubt on the Company’s ability to continue as a going
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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
3 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.

e Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and

scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

-
_—] events in a manner that achieves fair presentation.
We communicate with those charged with governance regarding, among other matters, the planned
-

16 June 2023
Thilisi, Georgia




JSC LOMISI
Statement of Financial Position

- A
31 December 31 December 1 January
2022 2021 2021
J In thousands of Georgian Lari Note (restated) (restated)
ASSETS
Non-current assets
Property, plant and equipment 7 46,470 44,851 43,946
Intangible assets ; 1,750 1,822 1,979
Right-of-use assets 1,274 1,505 588
Prepayments for property, plant and equipment 786 483 290
Total non-current assets 50,280 48,661 46,803
Current assets
Inventories 8 26,023 14,385 13,365
Trade and other receivables 9 22,624 17,416 12,078
A] Cash and cash equivalents 10 27,385 22,085 10,588
Total current assets 76,032 53,886 36,031
I TOTAL ASSETS 126,312 102,547 82,834
EQUITY
Subscribed share capital 11 20 20 20
Share premium 11 5,441 5,441 5,441
Retained earnings/(accumulated deficit) 48,407 11,379 (22,681)
TOTAL EQUITY 53,868 16,840 (17,220)
LIABILITIES
Non-current liabilities
Borrowings 12 - 59,113 84,213
Lease liabilities 489 554 522
Total non-current liabilities 489 59,667 84,735
Current liabilities
Borrowings 12 38,865 250 233
Lease liabilities 448 770 123
Trade and other payables 14 31,651 24,795 13,835
Contract liabilities 991 225 1,128
Total current liabilities 71,955 26,040 15,319
TOTAL LIABILITIES 72,444 85,707 100,054
TOTAL LIABILITIES AND EQUITY 126,312 102,547 82,834
Approved for issue and signed.on behalf of Management Board 16 June 2023.

\ L - v‘\
Veli Dincel Cagri Kalra
General Mapager Finance Director
\‘

/ The accompanying notes on pages 5 to 36 are an integral part of these financial statements.




JSC LOMISI

Statement of Profit or Loss and Other Comprehensive Income

2022 2021
In thousands of Georgian Lari Note (restated)
Revenue from contracts with customers 15 200,429 167,225
Cost of sales 16 (127,281) (98,774)
Gross profit 73,148 68,451
Other income 1,378 949
Distribution costs 17 (26,190) (22,660)
General and administrative expenses 18 (17,775) (13,899)
Other gains/(losses), net 894 (576)
Operating profit 31,455 32,265
Finance income 19 7,505 4,724
Finance costs 19 (1,932) (2,929)
Profit before income tax 37,028 34,060
Income tax expense . &
PROFIT FOR THE YEAR 37,028 34,060
Other comprehensive income for the year - -
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 37,028 34,060

The accompanying notes on pages 5 to 36 are an integral part of these financial statements.
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JSC LOMISI
Statement of Changes in Equity

Subscribed Share Retained Total

share premium earnings/

capital (Accumulated

In thousands of Georgian Lari deficit)
Previously reported balance at 31 December 2020 20 5,441 (22,157) (16,696)
Correction of error - - (524) (524)
Restated balance at 1 January 2021 20 5,441 (22,681) (17,220)
Profit for the year (restated) B - 34,060 34,060
Total comprehensive income for the year (restated) - - 34,060 34,060
Restated balance at 31 December 2021 20 5,441 11,379 16,840
Profit for the year - - 37,028 37,028
Total comprehensive income for the year - - 37,028 37,028
Balance at 31 December 2022 20 5,441 48,407 53,868

The accompanying notes on pages 5 to 36 are an integral part of these financial statements.



JSC LOMISI
Statement of Cash Flows

2022 2021
In thousands of Georgian Lari Note (restated)
Cash flows from operating activities
Profit before income tax 37,028 34,060
Adjustments for:
Depreciation and amortisation expenses 12,950 12,782
Depreciation of right-of-use assets 974 575
Losses less gains on disposal of property, plant and equipment 11 2
Finance income 19 (1,026) (687)
Finance costs 19 1,932 2,929
Foreign exchange translation differences (7,461) (3,562)
Operating cash flows before working capital changes 44,408 46,099
Increase in trade and other receivables (5,259) (5,485)
Increase in inventories (11,638) (1,020)
Increase/(decrease) in contract liabilities 766 (903)
Increase in trade and other payables 10,082 12,586
Changes in working capital (6,049) 5,178
Interest income received 1,026 687
Interest paid (2,777) (3,244)
Net cash from operating activities 36,608 48,720
Cash flows from investing activities
Purchases of property, plant and equipment (14,778) (13,763)
Proceeds from the sale of property, plant and equipment - 38
Acquisition of intangible assets (33) -
Net cash used in investing activities (14,811) (13,725)
Cash flows from financing activities
Repayment of borrowings 13 (13,174) (20,731)
Repayment of lease liabilities — principal 13 (840) (578)
Net cash used in financing activities (14,014) (21,309)
Effect of exchange rate changes on cash and cash equivalents (2,483) (2,189)
Cash and cash equivalents at the beginning of the year 22,085 10,588
Cash and cash equivalents at the end of the year 27,385 22,085

The accompanying notes on pages 5 to 36 are an integral part of these financial statements.



JSC LOMISI
Notes to the Financial Statements — 31 December 2022

1 The Company and its Operations

These financial statements have been prepared in accordance with International Financial Reporting
Standards and with the requirements of the Law of Georgia on Accounting, Reporting and Auditing for the
year ended 31 December 2022 for JSC Lomisi (the “Company”).

The Company was incorporated on 16 May 1997 and is domiciled in Georgia. The Company is a joint stock
company limited by the shares, was set up in accordance with Georgian regulations and is registered by
Thilisi Tax Inspection with identification number 223236013.

The Company’s immediate parent company is Efes Breweries International B.V., and the Company is
ultimately controlled by Anadolu Efes Biracilik ve Malt Sanayii A.$..

Principal activity. The Company’s principal business activity is production and wholesale of beer and
carbonated soft drinks in Georgia and in foreign countries. The Company exports to more than 20 countries.
The Company’s manufacturing facilities are primarily based in village Natakhtari, Georgia.

Registered address and place of business. The Company'’s registered address and principal place of
business is village Natakhtari, Mtskheta Region, Georgia.

Presentation currency. These financial statements are presented in thousands of Georgian Lari (“GEL"),
unless otherwise stated.

2 Operating Environment of the Company

The Company’s principal business activities are within Georgia. Georgia displays certain characteristics of
an emerging market, including relatively high inflation and high interest rates. Emerging markets such as
Georgia are subject to different risks than more developed markets; these include economic, political and
social, and legal and legislative risks. Laws and regulations affecting businesses in Georgia continue to
evolve rapidly with tax and regulatory frameworks subject to varying interpretations. The future direction of
Georgia’'s economy is heavily influenced by the fiscal and monetary policies adopted by the government,
together with developments in the legal, regulatory, and political environment.

For the last two years Georgia has experienced a number of legislative changes, which have been largely
related to Georgia’s accession plan to the European Union. Whilst the legislative changes implemented
during last couple of years paved the way, more can be expected as Georgia’s action plan for achieving
accession to the European Union continues to develop.

COVID-19. In March 2020, the World Health Organisation declared the outbreak of COVID-19 a global
pandemic. In response to the pandemic, the Georgian authorities implemented numerous measures
attempting to contain the spreading and impact of COVID-19, such as travel bans and restrictions,
quarantines, shelter-in-place orders and limitations on business activity, including closures. Some of those
measures were subsequently relaxed, however, as of 31 December 2022, there remains a risk that the
authorities may impose additional restrictions in 2023 as a response to possible new variants of the virus.

War between Russia and Ukraine. The long-term effects of the current economic situation are difficult to
predict and management'’s current expectations and estimates could differ from the actual results. Despite
the war between Russia and Ukraine the Company continues its export operations in both countries. No
significant reliance is placed on above markets as the management's strategy is to diversify the export
revenue in foreign countries.



JSC LOMISI
Notes to the Financial Statements — 31 December 2022

3 Significant Accounting Policies

Basis of preparation. These financial statements have been prepared in accordance with International
Financial Reporting Standards (“IFRS”) and with the requirements of the Law of Georgia on Accounting,
Reporting and Auditing, under the historical cost convention. 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, unless otherwise stated. Refer to Note 5.

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

Foreign currency translation. The functional currency of the Company is the currency of the primary
economic environment in which the entity operates. The functional currency of the Company is Georgian
Lari (GEL). The financial statements are presented in GEL, which is the Company'’s presentation currency.

Transactions and balances. Monetary assets and liabilities are translated into functional currency at the
official exchange rate of the National Bank of Georgia ("NBG") at the respective end of the reporting period.
Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are presented
in the statement of profit or loss and other comprehensive income within ‘finance income or costs’. All other
foreign exchange gains and losses are presented in the statement of profit or loss and other comprehensive
income within ‘Other gains/(losses), net'. Translation at year-end rates does not apply to non-monetary
items that are measured at historical cost.

As at 31 December 2022, the official rate of exchange, as determined by the National Bank of Georgia,
was US Dollar (“USD") 1 = GEL 2,7020, Euro (‘EUR") 1 = GEL 2,8844 (31 December 2021: UsSD 1 = GEL
3.0976, EUR 1 = GEL 3.504, 1 January 2020: USD 1 = GEL 3.2766, EUR 1 = GEL 4.0233). At present,
the Georgian Lari is not a freely convertible currency outside of Georgia.

Property, plant and equipment. Property, plant and equipment are stated at cost, less accumulated
depreciation and impairment, where required. Property, plant and equipment includes assets under
construction for future use as property, plant and equipment.

Cost includes expenditure that is directly attributable to the acquisition of the items.

The proceeds from selling any items produced while bringing an item of property, plant and equipment to
the location and condition necessary for it to be capable of operating in the manner intended by
management (such as samples produced when testing whether the asset is functioning properly) and the
cost of those items are recognized in profit or loss.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to the
Company and the cost of the item can be measured reliably. Costs of minor repairs and day-to-day
maintenance are expensed when incurred. Cost of replacing major parts or components of property, plant
and equipment items are capitalised and the replaced part is retired.

At the end of each reporting period management assesses whether there is any indication of impairment
of property, plant and equipment. If any such indication exists, management estimates the recoverable
amount. which is determined as the higher of an asset's fair value less costs of disposal and its value in
use. The carrying amount is reduced to the recoverable amount and the impairment loss is recognised in
profit or loss for the year. An impairment loss recognised for an asset in prior years is reversed where
appropriate if there has been a change in the estimates used to determine the asset's value in use or fair
value less costs of disposal.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and
are recognised in profit or loss for the year within other gains/(losses), net.



JSC LOMISI
Notes to the Financial Statements — 31 December 2022

3 Significant Accounting Policies (Continued)

Depreciation. Land and construction in progress are not depreciated. Depreciation on other items of
property, plant and equipment is calculated using the straight-line method to allocate their cost to their
residual values over their estimated useful lives:

Useful lives in years

Buildings ' 30
Machinery and equipment 6to 15
Motor Vehicles 4t07
Furniture and fixture 2t07
Merchandising equipment 2t07
Other 2t07

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. The assets’ residual values and useful lives are reviewed,
and adjusted if appropriate, at the end of each reporting period.

Right-of-use assets. The Company leases various offices and vehicles. Contracts may contain both lease
and non-lease components. The Company allocates the consideration in the contract to the lease and non-
lease components based on their relative stand-alone prices.

Right-of-use assets are measured at cost comprising the following:

e the amount of the initial measurement of lease liability,

e any lease payments made at or before the commencement date less any lease incentives received,
e any initial direct costs, and

e costs to restore the asset to the conditions required by lease agreements.

Right-of-use assets are generally depreciated over the shorter of the asset's useful life and the lease term
on a straight-line basis. If the Company is reasonably certain to exercise a purchase option, the right-of-
use asset is depreciated over the underlying assets’ useful lives. Depreciation on the items of the right-of-
use assets is calculated using the straight-line method over their estimated useful lives as follows:

Useful lives in years
Buildings (office) 2
Motor vehicles 3to4

Intangible assets. The Company’s intangible assets have definite useful lives and primarily include
capitalised computer software, trademarks and licences.

Acquired computer software licences and trademarks are capitalised on the basis of the costs incurred to
acquire and bring them to use.

Development costs that are directly associated with identifiable and unique software controlled by the
Company are recorded as intangible assets if an inflow of incremental economic benefits exceeding costs
is probable. Capitalised costs include employee benefits expense of the software development team and
an appropriate portion of relevant overheads. All other costs associated with computer software, e.g. its
maintenance, are expensed when incurred.

Intangible assets are amortised using the straight-line method over their useful lives:

Useful lives in years

Trademarks 7-10 years
Software licences 7-10 years
Other licences 7-10 years

If impaired, the carrying amount of intangible assets is written down to the higher of value in use and fair
value less costs of disposal.



JSC LOMISI
Notes to the Financial Statements — 31 December 2022

3 Significant Accounting Policies (Continued)

Impairment of non-financial assets. Assets that are subject to depreciation and amortisation are
reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount
may not be recoverable. An impairment loss is recognised for the amount by which the asset's carrying
amount exceeds its recoverable amount. The recoverable amount is the higher of an asset's fair value less
costs of disposal and value in use. For the purposes of assessing impairment, assets are grouped at the
lowest levels for which there are largely independent cash inflows (cash-generating units). Prior
impairments of non-financial assets are reviewed for possible reversal at each reporting date.

Financial instruments — key measurement terms. 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 best evidence of fair value is the price in an active market. An active market is one
in which transactions for the asset or liability take place with sufficient frequency and volume to provide
pricing information on an ongoing basis.

Fair value of financial instruments traded in an active market is measured as the product of the quoted price
for the individual asset or liability and the number of instruments held by the entity. This is the case even if
a market's normal daily trading volume is not sufficient to absorb the quantity held and placing orders to
sell the position in a single transaction might affect the quoted price.

Valuation techniques such as discounted cash flow models or models based on recent arm’s length
transactions or consideration of financial data of the investees are used to measure fair value of certain
financial instruments for which external market pricing information is not available. Fair value
measurements are analysed by level in the fair value hierarchy as follows: (i) level one are measurements
at quoted prices (unadjusted) in active markets for identical assets or liabilities, (ii) level two measurements
are valuations techniques with all material inputs observable for the asset or liability, either directly (that is,
as prices) or indirectly (that is, derived from prices), and (iii) level three measurements are valuations not
based on solely observable market data (that is, the measurement requires significant unobservable
inputs). Transfers between levels of the fair value hierarchy are deemed to have occurred at the end of the
reporting period. Refer to Note 23.

Transaction costs are incremental costs that are directly attributable to the acquisition, issue or disposal of
a financial instrument. An incremental cost is one that would not have been incurred if the transaction had
not taken place. Transaction costs include fees and commissions paid to agents (including employees
acting as selling agents), advisors, brokers and dealers, levies by regulatory agencies and securities
exchanges, and transfer taxes and duties. Transaction costs do not include debt premiums or discounts,
financing costs or internal administrative or holding costs.

Amortised cost ("AC”) is the amount at which the financial instrument was recognised at initial recognition
less any principal repayments, plus accrued interest, and for financial assets less any allowance for
expected credit losses (“ECL”). Accrued interest includes amortisation of transaction costs deferred at initial
recognition and of any premium or discount to the maturity amount using the effective interest method.
Accrued interest income and accrued interest expense, including both accrued coupon and amortised
discount or premium (including fees deferred at origination, if any), are not presented separately and are
included in the carrying values of the related items in the consolidated statement of financial position.

The effective interest method is a method of allocating interest income or interest expense over the relevant
period, so as to achieve a constant periodic rate of interest (effective interest rate) on the carrying amount.
The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts
(excluding future credit losses) through the expected life of the financial instrument or a shorter period, if
appropriate, to the gross carrying amount of the financial instrument. The effective interest rate discounts
cash flows of variable interest instruments to the next interest repricing date, except for the premium or
discount which reflects the credit spread over the floating rate specified in the instrument, or other variables
that are not reset to market rates. Such premiums or discounts are amortised over the whole expected life
of the instrument. The present value calculation includes all fees paid or received between parties to the
contract that are an integral part of the effective interest rate. For assets that are purchased or originated
credit impaired (“POCI") at initial recognition, the effective interest rate is adjusted for credit risk, i.e. it is
calculated based on the expected cash flows on initial recognition instead of contractual payments.
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Financial instruments — initial recognition. Financial instruments at FVTPL are initially recorded at fair
value. All other financial instruments are initially recorded at fair value adjusted for transaction costs. Fair
value at initial recognition is best evidenced by the transaction price. A gain or loss on initial recognition is
only recorded if there is a difference between fair value and transaction price which can be evidenced by
other observable current market transactions in the same instrument or by a valuation technique whose
inputs include only data from observable markets. After the initial recognition, an ECL allowance is
recognised for financial assets measured at AC, resulting in an immediate accounting loss.

Financial assets — classification and subsequent measurement — measurement categories. The
Company classifies financial assets in the AC measurement category.

Financial assets — classification and subsequent measurement — business model. The business
model reflects how the Company manages the assets in order to generate cash flows — whether the
Company’s objective is: (i) solely to collect the contractual cash flows from the assets (“hold to collect
contractual cash flows”,) or (ii) to collect both the contractual cash flows and the cash flows arising from the
sale of assets (“hold to collect contractual cash flows and sell’) or, if neither of (i) and (ii) is applicable, the
financial assets are classified as part of “other” business model and measured at FVTPL.

Business model is determined for a group of assets (on a portfolio level) based on all relevant evidence
about the activities that the Company undertakes to achieve the objective set out for the portfolio available
at the date of the assessment. Factors considered by the Company in determining the business model
include the purpose and composition of a portfolio, past experience on how the cash flows for the respective
assets were collected, how risks are assessed and managed, how the assets’ performance is assessed
and how managers are compensated.

Financial assets — classification and subsequent measurement — cash flow characteristics. Where
the business model is to hold assets to collect contractual cash flows or to hold contractual cash flows and
sell, the Company assesses whether the cash flows represent solely payments of principal and interest
(“SPPI").

Where the contractual terms introduce exposure to risk or volatility that is inconsistent with a basic lending
arrangement, the financial asset is classified and measured at FVTPL. The SPPI assessment is performed
on initial recognition of an asset and it is not subsequently reassessed.

Financial assets — reclassification. Financial instruments are reclassified only when the business model
for managing the portfolio as a whole changes. The reclassification has a prospective effect and takes place
from the beginning of the first reporting period that follows after the change in the business model. The
Company did not change its business model during the current and comparative period and did not make
any reclassifications.

Financial assets impairment — credit loss allowance for ECL. The Company measures ECL and
recognises net impairment losses on financial assets at each reporting date. The measurement of ECL
reflects: (i) an unbiased and probability weighted amount that is determined by evaluating a range of
possible outcomes, (ii) time value of money and (iii) all reasonable and supportable information that is
available without undue cost and effort at the end of each reporting period about past events, current
conditions and forecasts of future conditions.

The Company applies simplified approach for impairment of trade receivable. Note 21 provides information
about inputs, assumptions and estimation techniques used in measuring ECL, including an explanation of
how the Company incorporates forward-looking information in the ECL models.

Financial assets — write-off. Financial assets are written-off, in whole or in part, when the Company
exhausted all practical recovery efforts and has concluded that there is no reasonable expectation of
recovery. The write-off represents a derecognition event. Indicators that there is no reasonable expectation
of recovery include, amongst others, the failure of a debtor to engage in a repayment plan with the
Company, and a failure to make contractual payments for a period of greater than 360 days past due. The
Company may write-off financial assets that are still subject to enforcement activity when the Company
seeks to recover amounts that are contractually due, however, there is no reasonable expectation of
recovery.
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Financial assets — derecognition. The Company derecognises financial assets when (a) the assets are
redeemed or the rights to cash flows from the assets otherwise expire or (b) the Company has transferred
the rights to the cash flows from the financial assets or entered into a qualifying pass-through arrangement
whilst (i) also transferring substantially all the risks and rewards of ownership of the assets or (ii) neither
transferring nor retaining substantially all the risks and rewards of ownership but not retaining control.

Control is retained if the counterparty does not have the practical ability to sell the asset in its entirety to an
unrelated third party without needing to impose additional restrictions on the sale.

Financial liabilities — measurement categories. Financial liabilities are classified as subsequently
measured at AC.

Financial liabilities — derecognition. Financial liabilities are derecognised when they are extinguished
(i.e. when the obligation specified in the contract is discharged, cancelled or expires).

Modifications of liabilities that do not result in extinguishment are accounted for as a change in estimate
using a cumulative catch up method, with any gain or loss recognised in profit or loss, unless the economic
substance of the difference in carrying values is attributed to a capital transaction with owners.

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

Cash and cash equivalents. Cash and cash equivalents include cash in hand, deposits held at call with
banks, and other short-term highly liquid investments with original maturities of three months or less. Cash
and cash equivalents are carried at AC because: (i) they are held for collection of contractual cash flows
and those cash flows represent SPPI, and (ii) they are not designated at FVTPL. Restricted balances are
excluded from cash and cash equivalents for the purposes of the statement of cash flows.

The loss allowance for the cash and cash equivalents is determined applying the expected credit losses
model (see further policy in this respect in the section “Financial assets impairment — credit loss allowance
for ECL").

Trade and other receivables. Trade and other receivables are recognised initially at fair value and are
subsequently carried at AC using the effective interest method less the loss allowance determined applying
the expected credit losses model (see further policy in this respect in the section “Financial assets
impairment — credit loss allowance for ECL").

Trade and other payables. Trade payables are accrued when the counterparty performs its obligations
under the contract and are recognised initially at fair value and subsequently carried at AC using the
effective interest method.

Contract liabilities. Contract liabilities present obligation to deliver goods to customer and are recognised
on the date when cash is received from the counterparty.

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

Lease liabilities. Liabilities arising from a lease are initially measured on a present value basis. Lease
liabilities include the net present value of the following lease payments:

» fixed payments (including in-substance fixed payments), less any lease incentives receivable.

Termination options are included in a number of property and equipment leases across the Company.
These terms are used to maximise operational flexibility in terms of managing the assets used in the
Company’s operations. The majority of termination options held are exercisable both by the Company and
by the respective lessor.
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The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be readily
determined, which is generally the case for leases of the Company, the Company’s incremental borrowing
rate is used, being the rate that the Company would have to pay to borrow the funds necessary to obtain
an asset of similar value to the right-of-use asset in a similar economic environment with similar terms,
collateral and conditions.

To determine the incremental borrowing rate, the Company:

» where possible, uses recent third-party financing received by the Company as a starting point, adjusted
to reflect changes in financing conditions since third party financing was received,

e uses a build-up approach that starts with a risk-free interest rate adjusted for credit risk, and
« makes adjustments specific to the lease, e.g. term, country, currency and collateral.

Lease payments are allocated between principal and finance costs. The finance costs are charged to profit
or loss over the lease period so as to produce a constant periodic rate of interest on the remaining balance
of the liability for each period.

Payments associated with short-term leases of equipment and vehicles and all leases of low-value assets
are recognised on a straight-line basis as an expense in profit or loss. Short-term leases are leases with a
lease term of 12 months or less. Low-value assets comprise small office spaces with the value of GEL 5
thousand or less.

Income taxes. Income taxes have been provided for in the financial statements in accordance with
legislation enacted or substantively enacted by the end of the reporting period. On 13 May 2016 the
Government of Georgia enacted the changes in the Tax Code of Georgia whereby companies (other than
banks, credit unions, insurance companies, microfinance organizations and pawn shops) do not have to
pay income tax on their profit earned since 1 January 2017, until that profit is distributed or deemed
distributed in a form of dividend.

The income tax at 15% is payable on gross up value (i.e. net dividends shall be grossed up by withholding
tax 5%, if applicable, and divided by 0.85) at the moment of the dividend payment to individuals or to non-
resident legal entities. Dividends paid to resident legal entities from the profits earned since 1 January 2017
are tax exempted.

Dividends on earnings accumulated during the period from 1 January 2008 to 1 January 2017 is subject to
income tax on grossed up value, reduced by respective tax credit calculated as a share of corporate income
tax declared and paid on taxable profits vs total net profits for the same period multiplied to the dividend to
be distributed. However, tax credit amount should not exceed the actual income tax imposed on dividend
distribution.

Income tax arising from distribution of dividends is accounted for as an income tax 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 addition to the distribution of dividends, the tax is still payable on expenses or other payments incurred
not related to economic activities, free delivery of assets or services and representation costs that exceed
the maximum amount determined by the Tax Code of Georgia. All advances paid to entities registered in
jurisdictions having preferential tax regime and other certain transactions with such entities as well as loans
granted to individuals or non-residents are immediately taxable. Such taxes along with other taxes, net of
tax credits claimed on assets or services received in exchange for the advances paid to entities registered
in jurisdictions having preferential tax regime or recovery of loans granted to individuals or non-residents,
are recorded under Taxes other than on income within operating expenses.
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Uncertain tax positions. The Company’s uncertain tax positions are reassessed by management at the
=nc of each reporting period. Liabilities are recorded for income tax positions that are determined by
management as more likely than not to result in additional taxes being levied if the positions were to be
challenged by the tax authorities. The assessment is based on the interpretation of tax laws that have been
enacted or substantively enacted by the end of the reporting period, and any known court or other rulings
on such issues. Liabilities for penalties, interest and taxes other than on income are recognised based on
management’s best estimate of the expenditure required to settle the obligations at the end of the reporting
penod. Adjustments for uncertain income tax positions, other than interest and fines, are recorded within
e income tax charge. Adjustments for uncertain income tax positions in respect of interest and fines are
recorded within finance costs and other gains/(losses), net, respectively.

Value added tax. Output value added tax related to sales is payable to tax authorities on the earlier of (a)
colection of receivables from customers or (b) delivery of goods or services to customers. Input VAT is
generally recoverable against output VAT upon receipt of the VAT invoice. The tax authorities permit the
setilement of VAT on a net basis. VAT related to sales and purchases is recognised in the statement of
fnancial position on a gross basis and disclosed separately as an asset and a liability. Where provision has
oeen made for ECL of receivables, the impairment loss is recorded for the gross amount of the debtor,
including VAT.

Inventories. Inventories are recorded at the lower of cost and net realisable value. The cost of inventory is
cetermined on the weighted average basis. The cost of finished goods and work in progress comprises raw
material, direct labour, other direct costs and related production overheads (based on the normal operating
capacity) but excludes borrowing costs. Net realisable value is the estimated selling price in the ordinary
course of business, less the estimated cost of completion and selling expenses. Low value inventories
related to point of sale materials with the average price of GEL 15 are directly expensed at the point of
purchase.

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 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.

Subscribed share capital. The amount of subscribed share capital is defined by the Company’s Charter.
The changes in the Company’s Charter (including changes in subscribed capital, ownership, etc.) shall be
made only based on the decision of the Company’s shareholders.

Share premium. Share premium represents the excess of contributions received over the nominal value
of shares issued.

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

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

Revenue recognition. Revenue is income arising in the course of the Company’s ordinary activities.
Revenue is recognised in the amount of transaction price. Transaction price is the amount of consideration
to which the Company expects to be entitled in exchange for transferring control over promised goods or
services to a customer, excluding the amounts collected on behalf of third parties. Revenue is recognised
net of discounts, returns and value added and excise taxes.

12
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Sales of goods. Sales are recognised when control of the goods has transferred, being when the goods
are delivered to the customer, the customer has full discretion over the goods, and there is no unfulfilled
obligation that could affect the customer's acceptance of the goods. Delivery occurs when the goods have
been shipped to the specific location, the risks of obsolescence and loss have been transferred to the
customer, and either the customer has accepted the goods in accordance with the contract, the acceptance
provisions have lapsed, or the Company has objective evidence that all criteria for acceptance have been

Revenue from the sales with discounts is recognised based on the price specified in the contract, net of the
estimated volume discounts. Accumulated experience is used to estimate and provide for the discounts,
using the expected value method, and revenue is only recognised to the extent that it is highly probable
that a significant reversal will not occur. A refund liability (included in trade and other payables) is
recognised for expected volume discounts payable to customers in relation to sales made until the end of
the reporting period.

No element of financing is deemed present as the sales are made with a credit term of 20 days, which is
consistent with market practice. A receivable is recognised when the goods are delivered as this is the point
in time that the consideration is unconditional because only the passage of time is required before the
payment is due.

Employee benefits. Wages, salaries, contributions to the Georgian state pension fund, paid annual leave
and sick leave, bonuses, and non-monetary benefits (such as health services and kindergarten services)
are accrued in the year in which the associated services are rendered by the employees of the Company.
The Company has no legal or constructive obligation to make pension or similar benefit payments beyond
the payments to the statutory defined contribution scheme.

Correction of errors. The Company corrects prior period material omissions and errors retrospectively in
the financial statements upon their discovery by restating the comparative amounts for the prior period
presented in which the omission and error occurred and if the error occurred before the earliest prior period,
then restating the opening balances of those respective assets, liabilities and equity for the earliest prior
period.

In preparation of these financial statements, the management has identified the following errors related to
prior financial periods:

¢ Right-of-use assets and lease liabilities were understated by GEL 620 thousand and GEL 533
thousand respectively as at 31 December 2021, due to omission of lease agreement on head office
building signed in 2021. Consequently, depreciation of right-of-use assets in the amount of GEL
311 thousand was excluded from general and administrative expenses, while rent expense had
been overstated by GEL 263 thousand. Interest expense has been understated by GEL 30
thousand and foreign exchange gain in the amount of GEL 83 thousand has been understated as
well. Remaining immaterial corrections related to errors related to leasing of vehicles when
calculating right of use asset balances and related lease liabilities.

e The Company recognised the same amount of trade and other receivables and trade and other
payables for returnable containers with the same counterparty. The Company decided to correct
the balances as the ownership of containers is not transferred to the Company and accordingly
decreased Trade and other receivables and Trade and other payables with the amount of GEL
550 thousand as at 31 December 2021 (1 January 2020: GEL 410 thousand).

e The Company incorrectly calculated ECL amount of GEL 279 thousand and accordingly
understated trade and other receivable balances as at 31 December 2021 (2020: zero).

* Trade and other receivables as at 1 January 2020 included prepayments for marketing services
which have been received by the Company in the 2020, accordingly client has written off
prepayment of GEL 350 thousand as a distribution expenses.

¢ Revenue from contracts with customers, cost of sales and other income were overstated by GEL
882 thousand, GEL 994 thousand and GEL 90 thousand respectively as a result of inappropriate
recognition of agent vs principal transaction with one of the export customers.
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e The Professional service fee in the amount of GEL 120 thousand incurred for audit and other
professional services provided for 2021 year by Auditor/Audit Firm as defined in the Law of Georgia
on Accounting, Reporting and Auditing had been omitted from prior year financial statements.

e Forthe presentation purposes, the Company has corrected transactions and balances with related
parties as of 31 December 2021.

As originally Correction As corrected

In thousands of Georgian Lari Relationship presented
Trade and other receivables Entities under common
control 14 132 146
Trade and other payables Ultimate owner - (325) (325)
Trade and other payables Other related parties (389) 340 (49)
Sales of goods Entities under common
control - 731 731
Purchases of raw materials and Ultimate owner
consumables (3,452) (1,062) (4,514)
Purchases of raw materials and Other significant
consumables shareholders - (2,725) (2,725)
Purchases of raw materials and Entities under common
consumables control - (48) (48)
Purchases of raw materials and Other related parties
consumables (2,701) 1725 (976)
Interest expense Immediate parent
company - (2,868) (2,868)
Employee benefits expense Key management
personnel 2,703 976 3,679

Changes in presentation and reclassification. The management has retrospectively changed
classification of the following account balances and transaction amounts. The Company believes that the
change provides reliable and more relevant information. In accordance with IAS 8, the change has been
made retrospectively and comparatives have been restated accordingly.

¢ Prepayments for property, plant and equipment in the amount of GEL 483 thousand as at 31 December
2021 (1 January 2021: 290 thousand) had been reclassified from current assets (trade and other
receivables) to non-current assets and presented on the face of the statement of financial position as
separate line item “prepayments for property, plant and equipment”.

¢ Contract liabilities in the amount of GEL 225 thousand as at 31 December 2021 (1 January 2021: GEL
1,129 thousand) had been reclassified from trade and other payables to separate line item “contract
liabilities” on the statement of financial position.

 Expenditures related to distribution have been reclassified from general and administrative expense to
distribution costs in the amount of GEL 1,114 thousand.

* [Foreign exchange gains less losses, other than on borrowings in the amount of GEL 643 thousand
have been reclassified from Finance Cots to Other gains/(losses),net as representing effect of
translation of operational payables and receivables denominated in a foreign currency.

e Bank and other commissions in the amount of GEL 261 thousand have been reclassified from Finance
Costs to General and Administrative Expenses.

The following items of the prior period statement of financial position, statement of profit or loss and other
comprehensive income and statement of cash flows were restated:
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Statement of Financial Position as at 31 December 2021:

As originally Correction As corrected

In thousands .of Georgian Lari presented
Right-of-use assets 858 647 1,505

Prepayments for property, plant and
equipment - 483 483
Total non-current assets 858 1,130 1,988
Trade and other receivables 18,156 (740) 17,416
Cash and cash equivalents 22,052 33 22,085
Tax assets, net 33 (183) (150)
Total current assets 40,240 (889) 39,351
Lease liabilities 503 51 554
Total non-current liabilities 503 51 554
Lease liabilities 365 405 770
Trade and other payables 25,553 (758) 24,795
Contract liabilities - 225 225
Total current liabilities 25,918 (128) 25,790
Retained earnings 10,911 468 11,379
Statement of Financial Position as at 1 January 2021:

As originally Correction As corrected

In thousands of Georgian Lari presented
Prepayments for property, plant and - 290 290

equipment -

Total non-current assets - 290 290
Trade and other receivables 13,172 (1,094) 12,078
Total current assets 13,172 (1,094) 12,078
Trade and other payables 15,247 (1,412) 13,835
Contract liabilities - 1,128 1,128
Total current liabilities 15,247 (284) 14,963
Retained earnings (22,157) (524) (22,681)
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Statement of Profit or Loss and Other Comprehensive Income for the year ended 31 December 2021:

As originally Correction As corrected

In thousands of Georgian Lari presented
Revenue from contracts with customers 168,026 (801) 167,225
Cost of sales (99,768) 994 (98,774)
Gross profit 68,258 193 68,451
Other income 1,039 (90) 949
Distribution costs (21,671) (989) (22,660)
General and administrative expenses (14,489) 590 (13,899)
Net charge for expected credit losses on

financial and contract assets (279) 279 -
Other gains/(losses), net (705) 129 (576)
Operating profit 32,153 112 32,265
Finance income 4,081 643 4,724
Finance costs (3,166) 237 (2,929)
Profit before income tax 33,068 992 34,060

Statement of Cash Flow for the year ended 31 December 2021:
As originally Correction As corrected

In thousands of Georgian Lari presented
Profit before income tax 33,068 992 34,060
Depreciation and impairment of property,

plant and equipment 12,977 (195) 12,782
Depreciation of right-of-use assets - 575 575
Net impairment losses on financial assets 279 (279) -
Finance costs 3,166 (237) 2,929
Foreign exchange translation differences (3,394) (168) (3,562)
Operating cash flows before working capital

changes 45,409 690 46,099
Increase in trade and other receivables (5,343) (142) (5,485)
Increase in inventories (1,020) - (1,020)
Decrease in contract liabilities - (903) (903)
Increase in trade and other payables 12,037 549 12,586
Increase in tax asset (28) 28 -
Changes in working capital 5,646 (468) 5,178
Interest paid (3,444) 200 (3,244)
Net cash from operating activities 48,298 422 48,720
Purchases of property, plant and equipment (13,570) (193) (13,763)
Proceeds from disposal of intangible assets 134 (134) -
Net cash from investing activities (13,398) (327) (13,725)
Repayment of lease liabilities — principal (426) (152) (578)
Net cash from financing activities (21,157) (152) (21,309)
Effect of exchange rate changes on cash and

cash equivalents (2,279) 90 (2,189)
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Changes in the statement of cash flows derive from above mentioned corrections of errors and changes in
presentation, rather than separately undisclosed transactions.

The third statement of financial position as of 1 January 2021 is presented in these financial statements as
a result of the above-described correction of errors and changes in presentation.

Amendment of the financial statements after issue. Any changes to these financial statements after
issue require approval of the Company’s management who authorised these financial statements for issue.

4 Critical Accounting Estimates and Judgements in Applying Accounting Policies

The Company makes estimates and assumptions that affect the amounts recognised in the financial
statements and the carrying amounts of assets and liabilities within the next financial year. Estimates and
judgements are continually evaluated and are based on management’s experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.
Management also makes certain judgements, apart from those involving estimations, in the process of
applying the accounting policies. Judgements that have the most significant effect on the amounts
recognised in the consolidated financial statements and estimates that can cause a significant adjustment
to the carrying amount of assets and liabilities within the next financial year include:

Initial recognition of related party transactions. In the normal course of business the Company enters
into transactions with its related parties. IFRS 9 requires initial recognition of financial instruments based
on their fair values. Judgement is applied in determining if transactions are priced at market or non-market
interest rates, where there is no active market for such transactions. The basis for judgement is pricing for
similar types of transactions with unrelated parties and effective interest rate analyses. Terms and
conditions of related party balances are disclosed in Note 25.

Useful lives of property, plant and equipment. The estimation of the useful lives of items of property,
plant and equipment is a matter of judgment based on the experience with similar assets. The future
economic benefits embodied in the assets are consumed principally through use. However, other factors,
such as technical or commercial obsolescence and wear and tear, often result in the diminution of the
economic benefits embodied in the assets. Management assesses the remaining useful lives in accordance
with the current technical conditions of the assets and estimated period during which the assets are
expected to earn benefits for the Company. The following primary factors are considered: (a) the expected
usage of the assets; (b) the expected physical wear and tear, which depends on operational factors and
maintenance programme; and (c) the technical or commercial obsolescence arising from changes in market
conditions.

Were the estimated useful lives to differ by 10% from management'’s estimates, the impact on depreciation
for the year ended 31 December 2022 would be to increase/decrease by GEL 1,285 thousand (2021:
increase/decrease by GEL 1,263 thousand).
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5 Adoption of New or Revised Standards and Interpretations

The following amendments became effective from 1 January 2022:

Proceeds before intended use, Onerous contracts — cost of fulfilling a contract, Reference to the
Conceptual Framework — narrow scope amendments to IAS 16, IAS 37 and IFRS 3, and Annual
Improvements to IFRSs 2018-2020 — amendments to IFRS 1, IFRS 9, IFRS 16 and IAS 41 (issued on
14 May 2020 and effective for annual periods beginning on or after 1 January 2022).

e« The amendment to IAS 16 prohibits an entity from deducting from the cost of an item of PPE any
proceeds received from selling items produced while the entity is preparing the asset for its intended
use. The proceeds from selling such items, together with the costs of producing them, are now
recognised in profit or loss. An entity will use IAS 2 to measure the cost of those items. Cost will not
include depreciation of the asset being tested because it is not ready for its intended use. The
amendment to IAS 16 also clarifies that an entity is ‘testing whether the asset is functioning properly’
when it assesses the technical and physical performance of the asset. The financial performance of
the asset is not relevant to this assessment. An asset might therefore be capable of operating as
intended by management and subject to depreciation before it has achieved the level of operating
performance expected by management.

« The amendment to IAS 37 clarifies the meaning of ‘costs to fulfil a contract. The amendment explains
that the direct cost of fulfilling a contract comprises the incremental costs of fulfilling that contract; and
an allocation of other costs that relate directly to fulfiling. The amendment also clarifies that, before a
separate provision for an onerous contract is established, an entity recognises any impairment loss that
has occurred on assets used in fulfilling the contract, rather than on assets dedicated to that contract.

« |FRS 3 was amended to refer to the 2018 Conceptual Framework for Financial Reporting, in order to
determine what constitutes an asset or a liability in a business combination. Prior to the amendment,
IFRS 3 referred to the 2001 Conceptual Framework for Financial Reporting. In addition, a new
exception in IFRS 3 was added for liabilities and contingent liabilities. The exception specifies that, for
some types of liabilities and contingent liabilities, an entity applying IFRS 3 should instead refer to IAS
37 or IFRIC 21, rather than the 2018 Conceptual Framework. Without this new exception, an entity
would have recognised some liabilities in a business combination that it would not recognise under IAS
37. Therefore, immediately after the acquisition, the entity would have had to derecognise such
liabilities and recognise a gain that did not depict an economic gain. It was also clarified that the
acquirer should not recognise contingent assets, as defined in IAS 37, at the acquisition date.

« The amendment to IFRS 9 addresses which fees should be included in the 10% test for derecognition
of financial liabilities. Costs or fees could be paid to either third parties or the lender. Under the
amendment, costs or fees paid to third parties will not be included in the 10% test.

« lllustrative Example 13 that accompanies IFRS 16 was amended to remove the illustration of payments
from the lessor relating to leasehold improvements. The reason for the amendment is to remove any
potential confusion about the treatment of lease incentives.

+ IFRS 1 allows an exemption if a subsidiary adopts IFRS at a later date than its parent. The subsidiary
can measure its assets and liabilities at the carrying amounts that would be included in its parent's
consolidated financial statements, based on the parent’s date of transition to IFRS, if no adjustments
were made for consolidation procedures and for the effects of the business combination in which the
parent acquired the subsidiary. IFRS 1 was amended to allow entities that have taken this IFRS 1
exemption to also measure cumulative translation differences using the amounts reported by the
parent, based on the parent’s date of transition to IFRS. The amendment to IFRS 1 extends the above
exemption to cumulative translation differences, in order to reduce costs for first-time adopters. This
amendment will also apply to associates and joint ventures that have taken the same IFRS 1 exemption.

» The requirement for entities to exclude cash flows for taxation when measuring fair value under IAS 41
was removed. This amendment is intended to align with the requirement in the standard to discount
cash flows on a post-tax basis.

The application of the amendments had no significant impact on the Company’s financial statements.
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5 Adoption of New or Revised Standards and Interpretations

The following amendments became effective from 1 January 2022:

Proceeds before intended use, Onerous contracts — cost of fulfilling a contract, Reference to the
Conceptual Framework — narrow scope amendments to IAS 16, IAS 37 and IFRS 3, and Annual
Improvements to IFRSs 2018-2020 — amendments to IFRS 1, IFRS 9, IFRS 16 and IAS 41 (issued on
14 May 2020 and effective for annual periods beginning on or after 1 January 2022).

e« The amendment to IAS 16 prohibits an entity from deducting from the cost of an item of PPE any
proceeds received from selling items produced while the entity is preparing the asset for its intended
use. The proceeds from selling such items, together with the costs of producing them, are now
recognised in profit or loss. An entity will use IAS 2 to measure the cost of those items. Cost will not
include depreciation of the asset being tested because it is not ready for its intended use. The
amendment to IAS 16 also clarifies that an entity is ‘testing whether the asset is functioning properly’
when it assesses the technical and physical performance of the asset. The financial performance of
the asset is not relevant to this assessment. An asset might therefore be capable of operating as
intended by management and subject to depreciation before it has achieved the level of operating
performance expected by management.

« The amendment to IAS 37 clarifies the meaning of ‘costs to fulfil a contract. The amendment explains
that the direct cost of fulfilling a contract comprises the incremental costs of fulfilling that contract; and
an allocation of other costs that relate directly to fulfiling. The amendment also clarifies that, before a
separate provision for an onerous contract is established, an entity recognises any impairment loss that
has occurred on assets used in fulfilling the contract, rather than on assets dedicated to that contract.

« |FRS 3 was amended to refer to the 2018 Conceptual Framework for Financial Reporting, in order to
determine what constitutes an asset or a liability in a business combination. Prior to the amendment,
IFRS 3 referred to the 2001 Conceptual Framework for Financial Reporting. In addition, a new
exception in IFRS 3 was added for liabilities and contingent liabilities. The exception specifies that, for
some types of liabilities and contingent liabilities, an entity applying IFRS 3 should instead refer to IAS
37 or IFRIC 21, rather than the 2018 Conceptual Framework. Without this new exception, an entity
would have recognised some liabilities in a business combination that it would not recognise under IAS
37. Therefore, immediately after the acquisition, the entity would have had to derecognise such
liabilities and recognise a gain that did not depict an economic gain. It was also clarified that the
acquirer should not recognise contingent assets, as defined in IAS 37, at the acquisition date.

« The amendment to IFRS 9 addresses which fees should be included in the 10% test for derecognition
of financial liabilities. Costs or fees could be paid to either third parties or the lender. Under the
amendment, costs or fees paid to third parties will not be included in the 10% test.

« lllustrative Example 13 that accompanies IFRS 16 was amended to remove the illustration of payments
from the lessor relating to leasehold improvements. The reason for the amendment is to remove any
potential confusion about the treatment of lease incentives.

+ IFRS 1 allows an exemption if a subsidiary adopts IFRS at a later date than its parent. The subsidiary
can measure its assets and liabilities at the carrying amounts that would be included in its parent's
consolidated financial statements, based on the parent’s date of transition to IFRS, if no adjustments
were made for consolidation procedures and for the effects of the business combination in which the
parent acquired the subsidiary. IFRS 1 was amended to allow entities that have taken this IFRS 1
exemption to also measure cumulative translation differences using the amounts reported by the
parent, based on the parent’s date of transition to IFRS. The amendment to IFRS 1 extends the above
exemption to cumulative translation differences, in order to reduce costs for first-time adopters. This
amendment will also apply to associates and joint ventures that have taken the same IFRS 1 exemption.

» The requirement for entities to exclude cash flows for taxation when measuring fair value under IAS 41
was removed. This amendment is intended to align with the requirement in the standard to discount
cash flows on a post-tax basis.

The application of the amendments had no significant impact on the Company’s financial statements.
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Notes to the Financial Statements — 31 December 2022

6 New Accounting Pronouncements

Certain new standards and interpretations have been issued that are mandatory for the annual periods
beginning on or after 1 January 2023 or later, and which the Company has not early adopted.

Deferred tax related to assets and liabilities arising from a single transaction — Amendments to IAS
12 (issued on 7 May 2021 and effective for annual periods beginning on or after 1 January 2023). The
amendments to IAS 12 specify how to account for deferred tax on transactions such as leases and
decommissioning obligations. In specified circumstances, entities are exempt from recognising deferred tax
when they recognise assets or liabilities for the first time. Previously, there had been some uncertainty about
whether the exemption applied to transactions such as leases and decommissioning obligations -
transactions for which both an asset and a liability are recognised. The amendments clarify that the exemption
does not apply and that entities are required to recognise deferred tax on such transactions.
The amendments require companies to recognise deferred tax on transactions that, on initial recognition, give
rise to equal amounts of taxable and deductible temporary differences. The Company does not expect any
impact of the amendments on its financial statements.

Classification of liabilities as current or non-current — Amendments to IAS 1 (originally issued on
23 January 2020 and subsequently amended on 15 July 2020 and 31 October 2022, ultimately
effective for annual periods beginning on or after 1 January 2024). These amendments clarify that
liabilities are classified as either current or non-current, depending on the rights that exist at the end of the
reporting period. Liabilities are non-current if the entity has a substantive right, at the end of the reporting
period, to defer settlement for at least twelve months. The guidance no longer requires such a right to be
unconditional. The October 2022 amendment established that loan covenants to be complied with after the
reporting date do not affect the classification of debt as current or non-current at the reporting
date. Management's expectations whether they will subsequently exercise the right to defer settlement do
not affect classification of liabilities. A liability is classified as current if a condition is breached at or before
the reporting date even if a waiver of that condition is obtained from the lender after the end of the reporting
period. Conversely, a loan is classified as non-current if a loan covenant is breached only after the reporting
date. In addition, the amendments include clarifying the classification requirements for debt a company
might settle by converting it into equity. ‘Settlement’ is defined as the extinguishment of a liability with cash,
other resources embodying economic benefits or an entity’s own equity instruments. There is an exception
for convertible instruments that might be converted into equity, but only for those instruments where the
conversion option is classified as an equity instrument as a separate component of a compound financial
instrument. The Company is currently assessing the impact of the amendments on its financial statements.

Classification of liabilities as current or non-current, deferral of effective date — Amendments to IAS
1 (issued on 15 July 2020 and effective for annual periods beginning on or after 1 January 2023).
The amendment to IAS 1 on classification of liabilities as current or non-current was issued in January 2020
with an original effective date 1 January 2022. However, in response to the Covid-19 pandemic, the
effective date was deferred by one year to provide companies with more time to implement classification
changes resulting from the amended guidance. The Company is currently assessing the impact of the
amendments on its financial statements.

Amendments to IAS 8: Definition of Accounting Estimates (issued on 12 February 2021 and effective
for annual periods beginning on or after 1 January 2023). The amendment to IAS 8 clarified how
companies should distinguish changes in accounting policies from changes in accounting estimates. The
Company is currently.assessing the impact of the amendments on its financial statements.

Amendments to IAS 1 and IFRS Practice Statement 2: Disclosure of Accounting policies (issued on
12 February 2021 and effective for annual periods beginning on or after 1 January 2023). IAS 1 was
amended to require companies to disclose their material accounting policy information rather than their
significant accounting policies. The amendment provided the definition of material accounting policy
information. The amendment also clarified that accounting policy information is expected to be material if,
without it, the users of the financial statements would be unable to understand other material information in
the financial statements. The amendment provided illustrative examples of accounting policy information that
is likely to be considered material to the entity’s financial statements. Further, the amendment to IAS 1 clarified
that immaterial accounting policy information need not be disclosed. However, if it is disclosed, it should not
obscure material accounting policy information. To support this amendment, IFRS Practice Statement 2,
‘Making Materiality Judgements’ was also amended to provide guidance on how to apply the concept of
materiality to accounting policy disclosures. The Company is currently assessing the impact of the
amendments on its financial statements.
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6 New Accounting Pronouncements (Continued)

IFRS 17 “Insurance Contracts” (issued on 18 May 2017 and effective for annual periods beginning
on or after 1 January 2023). IFRS 17 replaces IFRS 4, which has given companies dispensation to carry
on accounting for insurance contracts using existing practices. As a consequence, it was difficult for
investors to compare and contrast the financial performance of otherwise similar insurance companies.
IFRS 17 is a single principle-based standard to account for all types of insurance contracts, including
reinsurance contracts that an insurer holds. The standard requires recognition and measurement of groups
of insurance contracts at: (i) a risk-adjusted present value of the future cash flows (the fulfilment cash flows)
that incorporates all of the available information about the fulfilment cash flows in-a way that is consistent
with observable market information; plus (if this value is a liability) or minus (if this value is an asset) (ii) an
amount representing the unearned profit in the group of contracts (the contractual service margin). Insurers
will be recognising the profit from a group of insurance contracts over the period they provide insurance
coverage, and as they are released from risk. If a group of contracts is or becomes loss-making, an entity
will be recognising the loss immediately. The Company does not expect the impact of the amendments on
its financial statements.

Amendments to IFRS 17 and an amendment to IFRS 4 (issued on 25 June 2020 and effective for
annual periods beginning on or after 1 January 2023). The amendments include a number of
clarifications intended to ease implementation of IFRS 17, simplify some requirements of the standard and
transition. The amendments relate to eight areas of IFRS 17, and they are not intended to change the
fundamental principles of the standard. The following amendments to IFRS 17 were made:

e Effective date: The effective date of IFRS 17 (incorporating the amendments) has been deferred by
two years to annual reporting periods beginning on or after 1 January 2023; and the fixed expiry date
of the temporary exemption from applying IFRS 9 in IFRS 4 has also been deferred to annual reporting
periods beginning on or after 1 January 2023.

e Expected recovery of insurance acquisition cash flows: An entity is required to allocate part of the
acquisition costs to related expected contract renewals, and to recognise those costs as an asset until
the entity recognises the contract renewals. Entities are required to assess the recoverability of the
asset at each reporting date, and to provide specific information about the asset in the notes to the
financial statements.

e Contractual service margin attributable to investment services: Coverage units should be identified,
considering the quantity of benefits and expected period of both insurance coverage and investment
services, for contracts under the variable fee approach and for other contracts with an ‘investment-
return service’ under the general model. Costs related to investment activities should be included as
cash flows within the boundary of an insurance contract, to the extent that the entity performs such
activities to enhance benefits from insurance coverage for the policyholder.

s Reinsurance contracts held — recovery of losses: When an entity recognises a loss on initial recognition
of an onerous group of underlying insurance contracts, or on addition of onerous underlying contracts
to a group, an entity should adjust the contractual service margin of a related group of reinsurance
contracts held and recognise a gain on the reinsurance contracts held. The amount of the loss
recovered from a reinsurance contract held is determined by multiplying the loss recognised on
underlying insurance contracts and the percentage of claims on underlying insurance contracts that the
entity expects to recover from the reinsurance contract held. This requirement would apply only when
the reinsurance contract held is recognised before or at the same time as the loss is recognised on the
underlying insurance contracts.

e Other amendments: Other amendments include scope exclusions for some credit card (or similar)
contracts, and some loan contracts; presentation of insurance contract assets and liabilities in the
statement of financial position in portfolios instead of groups; applicability of the risk mitigation option
when mitigating financial risks using reinsurance contracts held and non-derivative financial
instruments at fair value through profit or loss; an accounting policy choice to change the estimates
made in previous interim financial statements when applying IFRS 17; inclusion of income tax payments
and receipts that are specifically chargeable to the policyholder under the terms of an insurance
contract in the fulfilment cash flows; and selected transition reliefs and other minor amendments.
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6 New Accounting Pronouncements (Continued)

Transition option for insurers applying IFRS 17 — Amendments to IFRS 17 (issued on 9 December
2021 and effective for annual periods beginning on or after 1 January 2023). The amendment to the
transition requirements in IFRS 17 provides insurers with an option aimed at improving the usefulness of
information to investors on initial application of IFRS 17. The amendment relates to insurers’ transition to
IFRS 17 only and does not affect any other requirements in IFRS 17. The transition requirements in IFRS
17 and IFRS 9 apply at different dates and will result in the following one-time classification differences in
the comparative information presented on initial application of IFRS 17: accounting mismatches between
insurance contract liabilities measured at current value and any related financial assets measured at
amortised cost; and if an entity chooses to restate comparative information for IFRS 9, classification
differences between financial assets derecognised in the comparative period (to which IFRS 9 will not
apply) and other financial assets (to which IFRS 9 will apply). The amendment will help insurers to avoid
these temporary accounting mismatches and, therefore, will improve the usefulness of comparative
information for investors. It does this by providing insurers with an option for the presentation of comparative
information about financial assets. When initially applying IFRS 17, entities would, for the purpose of
presenting comparative information, be permitted to apply a classification overlay to a financial asset for
which the entity does not restate IFRS 9 comparative information. The transition option would be available,
on an instrument-by-instrument basis; allow an entity to present comparative information as if the
classification and measurement requirements of IFRS 9 had been applied to that financial asset, but not
require an entity to apply the impairment requirements of IFRS 9; and require an entity that applies the
classification overlay to a financial asset to use reasonable and supportable information available at the
transition date to determine how the entity expects that financial asset to be classified applying IFRS 9. The
Company is currently assessing the impact of IFRS 17 and related amendments on its financial statements.

Amendments to IFRS 16 Leases: Lease Liability in a Sale and Leaseback (issued on 22 September
2022 and effective for annual periods beginning on or after 1 January 2024). The amendments relate
to the sale and leaseback transactions that satisfy the requirements in IFRS 15 to be accounted for as a
sale. The amendments require the seller-lessee to subsequently measure liabilities arising from the
transaction and in a way that it does not recognise any gain or loss related to the right of use that it retained.
This means deferral of such a gain even if the obligation is to make variable payments that do not depend
on an index or a rate. The Company does not expect the impact of the amendments on its financial
statements.

Unless otherwise described above, the new standards and interpretations are not expected to affect
significantly the Company’s financial statements.
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7 Property, Plant and Equipment

Movements in the carrying amount of property, plant and equipment were as follows:

Land and Machinery Motor  Furni- Mercha- Other cip* Total

Buildings and Vehicles ture ndising
In thousands of Georgian Equipment and equip-
Lari Fixture ment
Cost at 1 January 2q21_ 20,101 113,436 4,438 1,510 78,221 4,033 633 222,372
Accumulated depreciation (6,576) (95,502) (3,265) (1,185) (68,199) (3,699) - (178,426)
Carrying amount at 1
January 2021 13,525 17,934 1,173 325 10,022 334 633 43,946
Additions 175 2,114 322 294 7,045 336 3,284 13,570
Tr.‘ansfers - 2,187 - = - - (2,187) -
Disposals (cost) - (87)  (343) (1) (3,925)  (48) - (4,404)
Disposals (accumulated
depre.cia‘_ﬁon} - 86 304 1 3,925 48 - 4,364
Depreciation charge (663) (6.641)  (427)  (131)  (4,489) (274) - (12,625)
Carrying amount at
31 December 2021 13,037 15,593 1,020 488 12,578 396 1,730 44,851
Cost at 31 December
2021 20,276 117,650 4,417 1,803 81,341 4,321 1,730 231,538
Accumulated depreciation  (7,239)  (102,057) (3,388) (1,315) (68,763) (3,925) - (186,687)
Carrying amount at
l 31 December 2021 13,037 15,593 1,029 488 12,578 396 1,730 44,851
1 Additions 95 1,954 - 334 4,016 309 7,767 14,475
Transfers 160 7,689 - - 483 - (8,332) -
Disposals (cost) s . (32) s (556) (52) > (640)
Disposals (accumulated
depreciation) = - 21 - 556 52 - 629
Depreciation charge (671) (6,556) (408) (155) (4,838) (217) - (12,845)
Carrying amount at
31 December 2022 12,621 18,680 610 667 12,239 488 1,165 46,470

Cost at 31 December
2022 20,531 127,293 4,385 2,137 85,284 4578 1,165 245373

Accumulated depreciation  (7,910) (108,613) (3,775) (1,470)  (73,045) (4,090) - (198,903)
Carrying amount at
31 December 2022 12,621 18,680 610 667 12,239 488 1,165 46,470

CIP* - Construction in progress and uninstalled equipment.

Construction in progress and uninstalled equipment consist mainly of uninstalled equipment for further use
in production process. Upon completion, assets are transferred to machinery and equipment.
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8 Inventories

31 December 31 December 1 January
In thousands of Georgian Lari 2022 2021 2021
Raw and packaging materials 15,612 5,230 5,579
Spare parts 4,663 4,406 3,820
Finished products - at cost 2,308 2,261 1,512
Work in progress 1,869 1,381 1,060
Goods for resale 694 413 731
Other 877 694 663
Total inventories 26,023 14,385 13,365

The cost of inventories recognised as an expense during the period representing cost of sales amounted
to GEL 101,272 thousand (2021: GEL 77,395 thousand).

9 Trade and Other Receivables

31 December 31 December 1 January
2022 2021 2021
In thousands of Georgian Lari (restated) (restated)
Trade receivables 17,700 15,344 10,095
Other financial receivables 131 126 83
Total financial assets* within trade and other
receivables 17,831 15,470 10,178
Prepayments 3,222 1,829 1,768
Taxes prepaid and recoverable, other than income tax 1,461 - L
Other receivables 110 117 132
Total trade and other receivables 22,624 17,416 12,078

Trade receivables of GEL 163 thousand (31 December 2021: GEL 208 thousand; 1 January 2020: GEL 24
thousand) net of credit loss allowance are denominated in EUR.

The Company applies the IFRS 9 simplified approach to measuring expected credit losses which uses a
lifetime expected loss allowance for all trade receivables.

To measure the expected credit losses, trade receivables have been grouped based on shared credit risk
characteristics and the days past due. Individual assessment approach is utilized for ECL measurement.
For details on application of simplified approach refer to Note 21.

The expected loss rates are based on the payment profiles of customers over a period of 36 month before
each balance sheet date and the corresponding historical credit losses experienced within this period. The
historical loss rates are adjusted to reflect current and forward-looking information on macroeconomic
factors affecting the ability of the customers to settle the receivables-The Company has identified the GDP
and the unemployment rate of the countries in which it sells its goods and services to be the most relevant
factors, and accordingly adjusts the historical loss rates based on expected changes in these factors.
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9 Trade and Other Receivables (Continued)

The credit loss allowance for trade receivables is determined according to provision matrix presented in the

table below. The provision matrix is based the number of days that an asset is past due, adjusted for for
forward looking information. For details refer to the Note 21.

31 December 2022

Loss Gross Lifetime Net carrying
In % of gross value Rate carrying ECL value
(in thousands of GEL) amount
Trade receivables
- current 0% 15,148 - 15,148
- less than 30 days overdue 0% 2,523 - 2,523
- 30 to 90 days overdue 0% . S .
- 91 to 180 days overdue 0% - - -
- 181 to 360 days overdue 0% ® - 4
- over 360 days overdue 100% 29 - 29
Total . 17,700 - 17,700
31 December 2021 1 January 2021
Loss Gross Lifetime Net Loss Gross Lifetime Net
In % of gross value Rate carrying ECL carrying rate carrying ECL carrying
(in thousands of GEL) amount value amount value
rade recelvables
- current 0% 14,469 - 14,469 0% 9,847 - 9,847
- 30 days
mﬂ 0% 340 - 340 0% 203 - 203
- 30 to 90 days overdue 0% 507 - 507 0% 10 - 10
- 91 to 180 days overdue 0% - - 25 g& 35 ki 35
- 181 to 360 days overdue 0% 28 - - - i
- over 360 days overdue 100% - - - 100% " = -
3 15,344 - 15,344 10,095 - 10,095

Total
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10 Cash and Cash Equivalents (Continued)

The table below discloses the credit quality of cash and cash equivalents balances based on credit risk

g;as(t:i:; at 31 December 2022. Refer to Note 21 for the description of the Company’s credit risk grading

Bank Term Total
balances deposits

In thousands of GEL pazlael:::aagg
- Excellent s = a
- Good
- Satisfactory 21'6“} 5'76? 27'38?
- Special monitoring s - -
Total cash and cash equivalents, excluding cash on hand 21,616 5,769 27,385

The table below discloses the credit quality of cash and cash equivalents balances based on credit risk

gra?es at 31 December 2021. Refer to Note 21 for the description of the Company’s credit risk grading
ystem.

Bank Term Total
balances deposits

payable on

In thousands of GEL demand
- Excellent = & -
- Good 16,664 5,421 22,085
- Satisfactory = = =
- Special monitoring - - -
Total cash and cash equivalents, excluding cash on hand 16,664 5,421 22,085

The table below discloses the credit quality of cash and cash equivalents balances based on credit risk
grades at 1 January 2021. Refer to Note 21 for the description of the Company’s credit risk grading system.

Bank Term Total
balances deposits

payable on

In thousands of GEL demand
- Excellent - = E:
- Good 10,584 - 10,584
- Satisfactory - " 1
- Special monitoring - = =
Total cash and cash equivalents, excluding cash on hand 10,584 = 10,584

11 Subscribed Share Capital

As at 31 December 2022, 31 December 2021 and 1 January 2021, the nominal registered amount of the
Company's issued share capital is GEL 20 thousand.

The total authorised number of ordinary shares is 20 thousand shares (2021: 20 thousand shares) with a
par value of GEL 1 per share (2021: GEL 1 per share). All issued ordinary shares are fully paid. Each
ordinary share carries one vote. For increase in number of ordinary shares, please refer to Note 26.
Share premium represents the excess of contributions received over the nominal value of shares issued.

The Company did not declare any dividends during 2022 and 2021 years.
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12 Borrowings

The Company's borrowings in the total amount of GEL 38,865 thousand (31 December 2021: GEL 59,363
thousand; 1 January 2021: GEL 84,446 thousand) are denominated in USD.

The Company has obtain the loan from the immediate parent company Efes Breweries International B.V.
on 1 December 2014, with the last renewal made 31 December 2020. The annual interest is 4% + 3m

LIBOR and the borrowing is maturing on 31 December 2023.

13 Reconciliation of Liabilities arising from Financing Activities
The table below sets out an analysis of liabilities from financing activities and the movements in the

Company'’s liabilities from financing activities for each of the periods presented. The items of these liabilities
are those that are reported as financing in the consolidated statement of cash flows:

Year ended 31 December 2022 Year ended 31 December 2021

Borrowings Lease Total Borrowings Lease Total
In thousands of Georgian Lari liabilities Habilities
Liabilities from financing activities
at 1 January 59,363 1,324 60,687 84,446 645 85,091
Cash flows
Repayments of principal (13,174) (840) (14,014) (20,731) (578) (21,309)
Interest payments (2,690) (87) (2,777) (3,183) (61) (3,244)
Non-cash changes
Interest accrual 1,845 87 1,932 2,868 61 2,929
Newlleases _ - 692 692 - 1,425 1,425
Foreign exchange adjustments (6,479) (239) (6,718) (4,037) (168) (4,205)
Liabilities from financing activities
at 31 December 38,865 937 39,802 59,363 1,324 60,687
14 Trade and Other Payables
31 December 31 December 1 January
2022 2021 2021
In thousands of Georgian Lari (restated) (restated)
Trade payables 31,291 24121 13,198
Accrued liabilities and other creditors 208 141 =l 5|
Total financial payables withiﬁ trade and other payables at
AC 31,499 24,262 13,309
Accrued employee benefit costs 138 371 391
Taxes payable - 150 103
Other 14 12 32

Total trade and other payables 31,651 24,795 13,835
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15 Revenue from Contracts with Customers

The Company derives revenue from the transfer of goods at a point in time in the following major
geographical regions:

2022 2021

In thousands of Georgian Lari grestated)

Domestic sales 110,739 79,932
Export sales 89,690 87,2

200,429 167,225

Total revenue from contracts with customers

tion to contract liabilities. GEL 991 thousand of revenue was recognised in the

Revenue recognised in rela
g lated to the contract liabilities as at 31 December 2022 (2021: GEL 225

current reporting period re
thousand).

16 Cost of Sales

Cost of sale by expense nature are presented below:

2022 2021
In thousands of Georgian Lari (restated)
Raw materials and consumables used (101,272) (77,395)
Depreciation and amortisation expenses (7,256) (7,150)
Employee benefits expense (6,893) (5,190)
Energy and utilities expense (4,474) (3,844)
Repair and maintenance services (1,196) (779)
Other production overhead expenses” (6,190) (4,416)
Total cost of sales (127,281) (98,774)

*Other production overhead includes laboratory analysis costs, insurance cOSts, production supplementary materials
write-offs and other minor expenditures.

Included in employee benefits expense are statutory pension contributions of GEL 141 thousand (2021:
GEL 104 thousand).

17 Distribution Costs

2022 2021
In thousands of Georgian Lari. (restated)
Employee benefits expense (8,848) (7,343)
Advertising and marketing services (6,491) (5,841)
Depreciation and amortisation expenses (5,085) (5,151)
Qutsourced business services (2,245) (1,442)
Transportation expenses (1,230) (1,048)
Repair and maintenance services (589) (438)
Depreciation of right-of-use assets (508) (264)
Other (1,194) (1,133)
Total distribution costs (26,190) (22,660)

Included in employee benefits expense are statutory pension contributions of GEL 237 thousand (2021:
GEL 204 thousand).
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18 General and Administrative expenses

2022 2021
In thousands of Georgian Lari (restated)
Employee benefits expense (6,763) (5,618)
Management fee expense (5,207) (3,602)
Consulting and other professional services (950) (657)
Qutsourced business services (887) (1,013)
Damages and losses (715) (539)
Depreciation and amortisation expenses (609) (481)
Taxes other than on income (550) (558)
Transportation expenses (502) (258)
Depreciation of right-of-use assets (466) (311)
Bank and other commissions (276) (261)
Other (850) (601)
Total general and administrative expenses (17,775) (13,899)

Professional service fee includes GEL 162 thousand (2021: GEL 120 thousand) - fees incurred for audit
and other professional services provided for 2022 year by Auditor/Audit Firm as defined in the Law of
Georgia on Accounting, Reporting and Auditing.

Included in employee benefits expense are statutory pension contributions of GEL 118 thousand (2021:
GEL 88 thousand).

19 Finance Income/Costs, net

2022 2021
In thousands of Georgian Lari (restated)
Interest income 1,026 687
Foreign exchange gains less losses from borrowings 6,479 4,037
Finance income 7,505 4,724
Interest expense (Note 13) (1,932) (2,929)
Finance costs (1,932) (2,929)
Net finance income 5,573 1,795

20 Contingencies and Commitments

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

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

A~



..LS C LomisI
ote i i
S {o the Financial Statements — 31 December 2022

20 i :

Contingencies and Commitments (Continued)
countri . s :
of apr;iiémanagem?nt believes that it has provided adequately for tax liabilities based on its interpretations
interpretati e Georgian tax legislation, official pronouncements and court decisions. However, lt_he
Wit lons of the relevant authorities could differ and effect the financial statements, if the authorities

uccessful in enforcing their own interpretations.

Sf?r:g'gn transfer pricing (TP) legislation is generally aligned with the international TP principles developed
The 15 r]gaplsat_|on for E_conomic Cooperation and Development (OECD), although it has specific featu.res.
(tr legislation provides for the possibility of additional tax assessment for controlled transactions

ansactions between related parties and certain transactions between unrelated parties) if such

transactio_ns are not on an arm's-length basis. The management has implemented internal cofoie e
comply with current TP legislation.

Ta_ax Ilabll!ties arising from controlled transactions are determined based on their actual transaction prices.
!t is possible, with the evolution of the interpretation of TP rules, that such prices could be challenged. The
impact of any such challenge cannot be reliably estimated; however, it may be significant to the financial
position and/or the Company's operations.

Capital expenditure commitments. At 31 December 2022 the Company has contractual capital

expenditure commitments in respect of property, plant and equipment totalling GEL 4,259 thousand (2021:
GEL 1,815 thousand).

The Company has already allocated the necessary resources in respect of these commitments. The

Company believes that future net income and funding will be sufficient to cover these and any similar
commitments.

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

Consideration of climate change. The Company management has taken note of global awareness and
concerns about the potential impact of climate change. Currently, this matter has had no significant impact
on the financial statements, and the future effects on the Company’s activities and business plans are
difficult to predict. Management continues to monitor developments in this area and will respond as
necessary to ensure the Company’s viability and will adopt all government guidelines if and when these are
issued in the markets in which the Company operates.

21 Financial Risk Management

The risk management function within the Company is carried out with respect to financial risks, operational
risks and legal risks. Financial risk comprises market risk (including currency risk, interest rate risk and
other price risks), credit risk and liquidity risk. The primary function of financial risk management is to
establish risk limits and to ensure that any exposure to risk stays within these limits. The operational and
legal risk management functions are intended to ensure the proper functioning of internal policies and
procedures in order to minimise operational and legal risks.

Credit risk. The Company exposes itself to credit risk, which is the risk that one party to a financial
instrument will cause a financial loss for the other party by failing to meet an obligation.

Exposure to credit risk arises as a result of the company's sales of products on credit terms and other
transactions with cou nterparties giving rise to financial assets.

The Company’s maximum exposure to credit risk is reflected in the carrying amounts of financial assets in
the statement of financial position.

Credit risk management. Cre;dit risk is the single largest risk for the Company's business; management
therefore carefully manages its exposure to credit risk.

29



JSC LOMIS]
otes to the Financial Statements - 31 December 2022

21 Financial Risk Management (Continued)

:;:f re_ SFt(imati‘on of credit risk for risk management purposes is complex and involves the use of m-odels, as

asse 'ISK varies depending on market conditions, expected cash flows and the passage of time. The

oce ssment of credit risk for a portfolio of assets entails further estimations of the likelihood of defaults
urring, the associated loss ratios and default correlations between counterparties.

Limits. Th? Company structures the levels of credit risk it undertakes by placing limits on the amount of risk
accepted in relation to one borrower, or groups of borrowers, and to geographical and industry segments.
Limits on the level of credit risk by product and industry sector are approved regularly by management.
Such risks are monitored on a revolving basis and are subject to an annual, or more frequent, review.

Credit risk grading system. For measuring credit risk and grading financial instruments by the amount of
cre_dit risk, th_e Company applies an approach based on risk grades estimated by external international
rating agencies (Standard & Poor's — “S&P”, Fitch, Moody'’s). Internal and external credit ratings are

mapped on an internally defined master scale with a specified range of probabilities of default as disclosed
in the table below:

Master scale credit risk Corresponding Corresponding ratings of external Corresponding
_grade internal ratings international rating agencies (S&P) PD interval
Excellent [1-6) AAA to BB+ 0,01% - 0,5%
Good [7 -14) BB to B+ 0,51% — 3%
Satisfactory [16-21] B, B- 3% — 10%
Special monitoring [22 - 25] CCC+ to CC- 10% — 99,9%
Default [26 — 30] C, D-l, D-lI 100%

Each master scale credit risk grade is assigned a specific degree of creditworthiness:

e Excellent — strong credit quality with low expected credit risk;

e Good — adequate credit quality with a moderate credit risk;

e Satisfactory — moderate credit quality with a satisfactory credit risk;

e Special monitoring — facilities that require closer monitoring and remedial management; and

e Default - facilities in which a default has occurred.

The rating models are regularly reviewed by the finance team, backtested on actual default data and

updated, if necessary. Despite the method used, the Company regularly validates the accuracy of ratings
estimates and appraises the predictive power of the models.

External ratings are assigned to counterparties by independent international rating agencies, such as S&P,
Moody's and Fitch. These ratings are publicly available.

The Company’s maximum exposure to credit risk by class of assets is as follows:

31 December 31 December 1 January
In thousands of Georgian Lari 2022 2021 2021
Trade and other receivables (Note 9)
- Trade receivables, net 17,700 15,344 10,095
- Other financial receivables 131 126 83
Cash and cash equivalents (Note 10)
- Bank balances payable on demand 27,385 22,085 10,584
Total on-balance sheet exposure at 31 December 45,216 37,555 20,762
Total maximum exposure to credit risk at 31
December 45,216 37,555 20,762
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21 Financial Risk Management (Continued)

oEfxfecmd credit loss (ECL) measurement. ECL is a probability-weighted estimate of the present value
Sk cash shortfalls (i.e., the weighted average of credit losses, with the respective risks of default
occurring in a given time period used as weights). An ECL measurement is unbiased and is determined by

evaluating a range of possible outcomes. Individual assessment approach is utilized for ECL measurement
by the Company.

ECL assessment on an individual basis is performed by weighting the estimates of credit losses for different
possible outcomes against the probabilities of each outcome. Individual basis approach is performed for
POth regional distributors and export sales. Individual assessment is primarily based on the expert
J'J_dgement of sales and finance teams. Expert judgements are regularly tested in order to decrease the
difference between estimates and actual losses.

Forward-looking information incorporated in the ECL models. As with any economic forecast, the
projections and likelihoods of occurrence are subject to a high degree of inherent uncertainty, and therefore
the actual outcomes may be significantly different to those projected. The Company considers these
forecasts to represent its best estimate of the possible outcomes and has analysed the non-linearities and
asymmetries within the Company's different portfolios to establish that the chosen scenarios are
appropriately representative of the range of possible scenarios.

The Company regularly reviews its methodology and assumptions to reduce any difference between the
estimates and the actual loss of credit. Such backtesting is performed at least once a year.

The results of backtesting the ECL measurement methodology are communicated to Company
Management and further steps for tuning models and assumptions are defined after discussions between
authorised persons.

Market risk. The Company takes on exposure to market risks. Market risks arise from open positions in
(a) currency, (b) interest rates and (c) equity products, all of which are exposed to general and specific
market movements. Management sets limits on the value of risk that may be accepted, which is monitored
on a daily basis. However, the use of this approach does not prevent losses outside of these limits in the
event of more significant market movements.

Currency risk. In respect of currency risk, management sets limits on the level of exposure by currency
and in total for both overnight and intra-day positions, which are monitored daily.

The table below summarises the Company's exposure to foreign currency exchange rate risk at the end of
the reporting period:

At 31 December 2022 At 31 December 2021 At 1 January 2021
Mone- Mone- Net Mone- Mone- Net Mone- Mone- Net
In thousands tary tary position tary tary position tary tary position
of Georgian financial financial financial financial financial financial
Lari assets liabilities assets liabilities assets liabilities
GEL 27,952 (8,001) 19,951 17,262 (9,315) 7,947 10,780 (7,009) 3,771
EUR 6,861 (12,089) (5228) 14985  (8,344) 6,641 5006  (3,800) 1,206
US Dollars 10,403 (51,094) (40,691) 5,308 (67,293) (61,985) 4,980 (87,574) (82,594)
Total 45216 (71,184) (25,968) 37,555 (84,952) (47,397) 20,766 (98,383) (77,617)

The above analysis inclydes only monetary assets and liabilities. Investments in non-monetary assets are
not considered to give rise to any material currency risk.

The following table presents sensitivities of profit or loss to reasonably possible changes in exchange rates
applied at the end of the reporting period relative to the functional currency of the respective Company, with
all other variables held constant:
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21 Financial Risk Management (Continued)

At 31 December At 31 December At 1 January

—In thousands of Georgian Lari 2022 2021 2022
US Dollar strengthening by 20% 8,138) (12,397) (16,519)
US Dollar weakening by 20% 3 ( 8,138 12,397 16,519
EUR strengthening by 20% (1,046) 1,328 241
EUR weakening by 20% 1,046 (1,328) (241)

Interest rate risk. The Company takes on exposure to the effects of fluctuations in the prevailing levels of
market interest rates on its financial position and cash flows. Interest margins may increase as a result of
such changes, but may reduce or create losses in the event that unexpected movements ASe.
Management monitors on a daily basis and sets limits on the level of mismatch of interest rate repricing
that may be undertaken.

The table below Summarises the Company’s exposure to interest rate risks. The table presents the
aggregated amounts of the Company’s financial assets and liabilities at carrying amounts, categorised by
the earlier of contractual interest repricing or maturity dates:

Demand and From 1 to From 6 to More than Total
less than 6 months 12 months 1 year

In thousands of Georgian Lari 1 month
31 December 2022
Total financial assets 43,382 1,834 - - 45,216
Total financial liabilities (17,973) (13,388) (39,322) (501) (71,184)
Net interest sensitivity gap at 31

December 2022 25,409 (11,554) (39,322) (501) (25,968)
31 December 2021
Total financial assets 36,604 951 - = 37,555
Total financial liabilities (10,482) (9,529) (9,301) (55,640) (84,952)
Net interest sensitivity gap at 31

December 2021 26,122 (8,578) (9,301) (55,640) (47,397)
1 January 2021
Total financial assets 20,535 231 20,766
Total financial liabilities (6,193) (16,991) (14,084) (61,115) (98,383)
Net interest sensitivity gap at 1

January 2021 14,342 (16,760) (14,084) (61,115) (77,617)

Interest rate risk is the exposure of the Company’s financial position to adverse movements in interest
rates, which is expressed by an increase in the interest amounts against attracted funds or by a decrease
in income received from allocated funds. The Company does not have formal policies and procedures in
place for the management of interest rate. The Company does not have floating interest-bearing assets.

Liquidity risk. Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations
associated with financial liabilities, The Company is exposed to daily calls on its available cash resources.
Liquidity risk is managed by the finance team of the Company. Management monitors monthly rolling
forecasts of the Company’s cash flows.
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21 Financial Risk Management (Continued)

The liquidity position is monitored and regular liquidity stress testing under a variety of scenarios covering
both normal and more severe market conditions is performed by the finance team.

The table below shows liabilities at 31 December 2022 by their remaining contractual maturity. The amounts
disclosed in the maturity table are the contractual undiscounted cash flows, including gross lease
obligations (before deducting future finance charges). Such undiscounted cash flows differ from the amount
included in the statement of financial position because the statement of financial position amount is based

on discounted cash flows.

When the amount payable is not fixed, the amount disclosed is determined by reference to the conditions
existing at the end of the reporting period. Foreign currency payments are translated using the spot

exchange rate at the end of the reporting period.

The maturity analysis of financial liabilities at 31 December 2022 is as follows:

Demand and From From From Total
less than 1t0 3 3to12 12 months
In thousands of Georgian Lari 1 month months months to 5 years
Liabilities
Borrowings (Note 12) 5,388 - 34,273 - 39,661
Lease liabilities 77 237 174 576 1,064
Trade payables (Note 14) 12,508 10,624 8,367 - 31,499
Total future payments, including
future principal and interest
payments 17,973 10,861 42,814 576 72,224
The maturity analysis of financial liabilities at 31 December 2021 is as follows:
Demand and From From From Total
less than 1to 3 3to12 12 months
In thousands of Georgian Lari 1 month months months to 5 years
Liabilities
Borrowings (Note 12) - 620 1,895 61,370 63,885
Lease liabilities 87 435 521 608 1,651
Trade payables (Note 14) 10,531 9,202 4,529 - 24,262
Total future payments, including
future principal and interest
payments 10,618 10,257 6,945 61,978 89,798
The maturity analysis of financial liabilities at 1 January 2021 is as follows:
Demand and From From From Total
less than 1to 3 3to12 12 months
In thousands of Georgian Lari 1 month months months to 5 years
Liabilities
Borrowings (Note 12) - - 2,939 87,068 90,007
Lease liabilities - 123 522 - 645
Trade payables (Note 14) 6,036 6,344 929 - 13,309
Total future payments, including
future principal and interest
payments 6,036 6,467 4,390 87,068 103,961
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22 Management of Capital

;2;;: %21,?:;,}( S Objectives wher! managing capital are to safeguard the Company’s ability to continue as a
maintain an nt.'n order to provide returns for shareholders and benefits for other stakeholders and to
iy thOp Imal capital structure to reduce the cost of capital. In order to maintain or adjust the c_apltal
Sharehof('j e .Company may adjust the amount of dividends paid to shareholders, return capital to
peL SrS, Issue new shares or sell assets to reduce debt. The amount of capital that the Company

1aged as of 31 December 2022 was GEL 53,868 thousand (31 December 2021: GEL 16,840 thousand
and 1 January 2021: GEL (17,220 thousand))

23 Fair Value Disclosures

Fair value measurements are analysed by level in the fair value hierarchy as follows: (i) level 1 are
Mmeasurements at quoted prices (unadjusted) in active markets for identical assets or liabilities, (ii) level 2
measurements are valuations techniques with all material inputs observable for the asset or liability, either
dlrectly (that is, as prices) or indirectly (that is, derived from prices), and (iii) level 3 measurements are
lva!uat;ons not based on observable market data (that is, unobservable inputs). Management applies
judgement in categorising financial instruments using the fair value hierarchy. If a fair value measurement
uses pbszervable inputs that require significant adjustment, that measurement is a Level 3 measurement.
The significance of a valuation input is assessed against the fair value measurement in its entirety.

Assets and liabilities not measured at fair value but for which fair value is disclosed

Fair values analysed by level in the fair value hierarchy and the carrying value of assets and liabilities not
measured at fair value are as follows:

31 December 2022 31 December 2021 1 January 2021
Level Level Level Carry- Level Level Level Carry- Level Level Level Carry-
1 2 3 ing 1 2 3 ing 1 2 3 ing

In thousands of fair fair fair wvalue fair fair fair value fair fair fair value
Georgian Lari value value value value value value value value value
ASSETS
- Cash and
cash
equivalents - 27,385 - 27,385 - 22,085 - 22,085 4 10,584 - 10,588
- Trade
receivables - - 17,831 17,831 - - 15,470 15,470 - - 10,178 10,178
TOTAL
ASSETS - 27,385 17,831 45,216 - 22,085 15,470 37,555 4 10,584 10,178 20,766
LIABILITIES
- Borrowings - - 38,865 38,865 - - 59,363 59,363 - - 84,446 84,446
- Trade
payablas - - 31,291 31,291 = - 24,121 24,121 " - 13,198 13,198
- Other
accrued
liabilities = < 836 836 - - 141 141 - - 111 111
OTAL
TLIABILITIES - - 70,992 70,992 - - 83,625 83,625 - - 97,755 97,755

The fair values in level 2 and level 3 of the fair value hierarchy were estimated using the discounted cash
flows valuation technique. The fair value of floating rate instru ments 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 risks and remaining maturities.

Financial assets carried at amortised cost, The estimated fair value of fixed interest rate instruments is
based on estimated future cash flows expectgd to be received discounted at current interest rates for new
instruments with similar credit risks and remaining maturities. Discount rates used depend on the credit risk

of the counterparty.
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23 Fair Value Disclosures (Continued)

Liabilities carried at ;

o mo
maturities were estimatednlgsed Ty
instruments with similar cred

o The estimated fair value of fixed interest rate instruments with stated
" ©Cd on expected cash flows discounted at current interest rates for new
it risks and remaining maturities.

24 Presentation of Financial Instruments by Measurement Category

For the purposes of measure

_ _ ment, IFRS 9
following categories: (a) financial assets at F
at FVOCI‘ and (c) financial assets at AC. Fi
mandatorily measured at FVTPL, and (ji) as

“Financial Instruments” classifies financial assets into the
VTPL; (b) debt instruments at FVOCI, (c) equity instruments
nancial assets at FVTPL have two sub-categories: (i) assets
sets designated as such upon initial recognition.

As of 31 December 2022

, 31 , )
fell in AC measurement c December 2021 and 1 January 2021, all of the Company'’s financial assets

ategory and all of the Company’s financial liabilities were carried at AC.

25 Balances and Transactions with Related Parties

Parties are generally considered to be related if the parties are under common control or if one party has
the ability to control the other party or can exercise significant influence or joint control over the other party
in ma_klng ﬁr)ancial and operational decisions. In considering each possible related party relationship,
attention is directed to the substance of the relationship, not merely the legal form.

The outstanding balances with related parties were as follows:

31 31 1
December December January
In thousands of Georgian Lari Relationship 2022 2021 2021
Gross amount of trade and other
receivables Entities under common control 114 146 -
Gross amount of trade and other
receivables Other related parties = = 128
Trade and other payables Ultimate owner (845) (325) Z
Trade and other payables Other significant shareholders (32) = 2
Trade and other payables Entities under common control - - (251)
Trade and other payables Other related parties (174) (49) =
Borrowings Immediate parent company (38,865) (59,363) (84,446)
The income and expense items with related parties were as follows:
In thousands of Georgian Lari Relationship 2022 2021
Entities under common control 930 731
Fs’ﬁir?:z:;eg g(f)?:w materials and consumables Ultimate owner (2,860) -
Purchase of raw materials and consumables  Other significant shareholders (3,827) .
Purchase of raw materials and consumables Entities under common control (30) =
Purchase of raw materials and consumables Other related parties (1,089) 5
Management fee expense Kaimate owner (1.970)  (1:230)
Other services Entities under common control (14) i
Interest expense Immediate parent company (1,845) (2,868)
Other related parties include entities under direct or indirect control or significant influence exercised by the

individual shareholders of the immediate parent company.

ent compensation. Key mqnagerqent includes Directors of the Company. Compensation
ment for the services in full time executive management positions is made up of a
bonuses and in-kind of benefits of GEL 4,018 thousand (2021: GEL 3,679 thousand).

Key managem
paid to key manage
contractual salaries,
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26 Events after the Reporting Period

. in village Natakhtari
Investmets in Land. On 19 Apri 2023, the Company has purchased three land plots to
from the Government of Georgia with the total consideration in the amount of GEL 1 million. According
the purchase agreement, the Compa

this
ny has contractual capital expenditure commitments in respect of
land with amount of GEL 2 million to be further invested

Changes in key management personnel. There are changes in key mai lacing Ertan Kurt
starting from 1 February 2023 the Company’s General Manager became Veli ni'w'cm mﬁ.mp.
and the position of Suppl_y Chain Director was taken up by Isik Yazan, replacing

e » with the Entrepreneurial law, the
c I. On 27 January 2023, in accordance with . .
mmw“smbseﬁbedm capital by GEL 80,000 and the total subscribed capital had been d
as GEL 100,000,

Borrowings. On 11 January 2023, the Company repaid outstanding borrowing
International B.V. in the total amount of USD 2 million.




= e . W W M e Fe e L e e

JSC LOMISI

MANAGEMENT REPORT
FOR THE YEAR ENDED 31 DECEMBER 2022

MANAGEMENT REPORT

General information

JSC Lomisi (the “Company”) was incorporated on 16 May 1997 and is domiciled in the Republic of Georgia. The
Company is @ closed joint stock company and was set up in accordance with the Georgian Regulations.

As of 31 December 2022 and 2021 the Company’s immediate parent company was Efes Breweries International
N.V. and the Company is ultimately controlled by Anadolu Efes Group.

The Company’s principal business activity is production, selling and marketing of beer and carbonated soft drinks
(CsD) in Georgia and abroad. The Company’s manufacturing facilities are based in village Natakhtari, Georgia.

The Company’s registered address is village Natakhtari, Mtskheta Region, Georgia.
The number of employees of the Company as at 31 December 2022 and 2021 was 388 and 333.

The company offers consumers 12 beer brands such as Natakhtari, Natakhtari Extra, Karva, Kasris, Taati,
Staropramen, Lowenbrau, including imported brands: Efes, Stella Artois, Leffe, Hoegaarden and Corona. EFES
Georgia produces different aromas of Natakhtari Lemonade and mixes of Natakhtari Zigzag.

The Company operates both on domestic market, as well as, exports the products in more than 20 countries The
distribution services, both, locally as well as, foreign countries, are performed by the third party - dealer
companies.

Corporate governance

JSC Lomisi is decentralized entity, managed by locally assigned group of directors. While day-to-day decisions are
made locally, all strategic decisions are reviewed by board of directors located in headquarter - Efes Breweries
International N.V., which consists of Company's CEO, CFO and other key management personnel.

Organizational structure of JSC Lomisi is shown below:

The Management strongly believes that aligning the Company’s goals to individuals’ performance is key to success.
Thus, the Company has designed and implemented performance management system, which defines performance
targets based on the overall company goals and objectives, which are cascaded down by department and relevant
employees.

Market overview

Beer industry in Georgia represents a very competitive market, consisting of 4 domestic production companies,
with a capacity to produce more than the actual market demand. Given existing circumstances, competition
between market players is becoming fierce with a heavy marketing and trade spending.

Beer is taxed with excise which is variable and represents 0.12 GEL per alcohol degree. Carbonated soft drink
market is much more diverse in terms of brands and has substitutes such as cola, energy drinks and juice. Due to
this, the company follows market share trend in both lemonade and carbonated soft drinks segment separately.



[S—-—

| % .

™™ el ™ W) ™ PR . ’

JSC LOMISI

MANAGEMENT REPORT
FOR THE YEAR ENDED 31 DECEMBER 2022 (CONTINUED)

and positioning strategy and competitor analyses - pricing decision is made by the

gased on market conditions, br
t impact on the company’s sales volume and

counts and trade promotions have significan

management. Dis
strengthening positions on the market.

represents important tool for maintaining and

Main suppliers of raw and packaging materials are imported from abroad, mainly from Turkey, Russia, Ukraine, EU,

etc.

Financial and non-financial indicators

and overhead, the Company, improved EBITDA, despite due to fluctuations in
d has increased significantly compared to the prior year. Dueto low capital

t and better realization, the Company had solid operating cash

d to decrease the outstanding borrowings to de-leverage the

With savings in operating expenses
exchange rates, profit for the perio
expenditures, better working capital managemen
flow in 2022. Solid operating cash inflow has been use

company in 2022.

Quality control

the product. To maintain high quality

e market, as well as, in production facilities.
dicators throughout the Company.

e Company represents the quality of
follows quality parameters on th
of the main key performance in

One of the main priorities for th
standards the Management closely
similarly, the quality control represents one
The Company is certified with the following IS0 certificates covering health, quality and safety issues:
e 1509001 - Quality Management Systems;

. 15022000 - Food Safety Management Systems;

e 1SO 180001 Occupational Health and Safety Assessment Series;

e 15050001 - Energy Management Systems;

e 15017025 - Testing and Calibration Laboratories;

the Company have implemented processes and management systems to

Having all these certificates in place,
dards are achieved.

assure appropriate level of quality stan

Risk management
General overview
onitors top risks related to the business and the industry as

a whole and imposes relevant mitigation act. To support this idea, the Company
implements Enterprise Risk Management system, according to which all relevant functional risks are identified by
each department, evaluated and relevant mitigation plans are embedded to business plans. All risks are periodically
reviewed, assessed and evaluated by the top management in a structural manner. Based on the Management's
review of actual results, mitigation plans might be updated. All risks with relevant mitigation action plans are
reflected in Enterprise P_.isk Management system with relevant deadlines and responsible people.

reviews and m

The Company’s management periodically
plans to minimize the imp
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Growing competition
ompanies can generate excessive production compared to actual

As mentioned above local beer producing ¢
eased marketing and promotional spending, as well as erosion of

market demand, which in turn leads to incr
margins.

To mitigate the potential risk coming from growing competition the Company systematically deploys new product
development plans, active marketing campaigns and trade activation plans to maintain and strengthen leadership

position in the market.

Increased bargaining power of retailers

nd consolidation of modern trade leads to increased power of retailers and

Changes in consumer behavior a
decrease the bargaining power of production companies against them.

The Management believes that, building and strengthening relations through the value chain with stakeholders is
crucial to mitigate risk. Other than this, tailor-made profitability analyses dedicated to identify and handle
inefficiencies and quickly adjusting trade activation and promotion policies to catch up with dynamic environment

is crucial process in addressing this risk.

Currency risk

High consistence of imported goods in raw and packaging materials in production process, causes significant

deviations in profitability due to foreign exchange rate volatility.
The Company, uses several hedging tools to minimize the impact such as, matching foreign currency money inflow
and outflow, by increasing export sales and decreasing exposure of open position in currency. In addition,

procurement team is continuously seeking for local suppliers to replace import contribution in cost structure. The
Company, has also significantly decreased exposure of foreign currency debt in recent years through gradual

repayment of foreign currency loan principle.

Liquidity Risk

The fact that the Company purchases and sales payment process do not match exactly, it introduces potential
liquidity risks. To decrease the severity of the risk to an acceptable level the Company uses different working capital
management tools. Above all, significant attention is paid to free cash flow management. In addition, the
Management has started optimizing credit payment process, giving the Company more room for effective
management of the monetary funds.

The Management believes, that having strong cash flow generation and credit management process helps the

Company to have the liquidity risk at an acceptable level.

Interest rate risk

Having the floating borrowing rate on borrowings from Parent entity, exposes the Company to interest rate risk.
The Management had rinimized this risk by diverting significant amount of the annual profits to loan repayment in
recent years. The risk if further exacerbated by gradual increase of Libor rate during past years. The Management
intends to minimize the risk, by having balanced portfolio of fixed and floating rate debts if the rates will continue

to rise.

Commaodity price risk

Cost of goods sold is mostly comprised of materials, pricing of which are strongly related to worldwide commodity
prices, so any deviation might cause a significant fluctuation of profits. From the beginning of each financial year,
procurement department is actively involved in negotiation process with suppliers to fix prices as much as possible

for some period to avoid unexpected fluctuations in commodity prices.

Future prospects
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The Company aims to strengthen its leadership position in the domestic beer and lemonade markets by continuing
to invest to brand portfolio and commercial capabilities. The Company aims to bring out new products, innovative
designs and new tastes for Georgian consumers not only in beer category but in other type of categories it is

competing.
In 2022 Georgian economy experienced solid growth and rapid recovery after COVID 19. Thanks to strong and
holistic portfolio combined with diligent execution, the Company was able to boost its sales and profits in 2022.
Management expects positive trend for beer and soft drinks market to be continued therefore investments to

se capacity will continue. Still as production capacity of all breweries in Georgia is still significantly over local

increa
all beer producers will continue, therefore management will

market, management expect the competition among
and focus on financial stability of the Company.

2023 thanks to nonstop efforts to increase brand awareness of
< recent developments related to Russian — Ukrainian crisis
number of countries where the Company products have

continue to improve agility

The Company expects export volumes to increase in
“Natakhtari Lemonade”. Management actively follow!
and thoroughly executing according to strategic plans,
been exported increased to 23 in 2022.

Social responsibility
munity and takes actions to minimize the

The Company reacts responsibly to environmental footprint in local com
astewater treatment facility the Company transforms the water used

impact on the environment. By operating a w
to open environment. This facility is unique and the only one in

for production to clean water before letting it
dustry in terms of technology and compliance to environmental norms.

rity activities, to support orphan and disabled children house “My Home
ts charity campaign in future as well.

Georgian beer in

The Company is actively involved in cha
Georgia”. Company’s plans to continue i
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Cagri Kaval

Finance Director




