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Bbgs mdGomd9d0 (131,744) - - - - - (131,744)
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3HgMBo0X BB s LodoMmmM39emdo AoLogoo@. SY3g, 339600 SFoMTMYds Loddgbgdem 3MHMEJEosls
QY0 MdM035Q, 59 3OHM©J300L bmdbgmTo, sBYMBIOKBLS S LodsH 39w ™do y590E30m. bogmberol
2940003900 §563Ms9gbL 31335600 0HOMSO 5dMbsgdoL Fo@dmdJdbgwn Loddosbmdsb.

9dLobmgd0L  5bsBPMMGds A9dMOM3Egds 3M33sbool Joge IMALEbNMBOL dofimEgdol boMxqdby
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By gmwol noMgdwagds 7,901,050 7,903,689
(339900L boGxo 365,021 359,940
396LMbogrol botxo 464,119 293,789
239055940 o© 939600 Ladmberol PoMgdmEgds 3,989,612 5,072,035
23909M0 3mabsbmgdol 0oMmgdMEgds 570,618 980,786
bren GHgogoDsE3ool m30mMomhgdyyengds 13,290,420 14,610,239
14. 359403g80Ls s 3o 39EH0ba ol bstxgdo
FO0IX)E0O PO 2023 2022
3990003900 bgednfigmds ©s s®393H0byo 827,908 699,465
LOdOMIGO™ bty gdo 548,640 276,892
LoMg3e0s8m bobxgdo 223,662 419,134
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brem 259003900bs s 9s639GH0by0L badxgdo 1,795,281 1,580,685
15. LsgMom s 50d0bolEMmE0vmo bsxgdo
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3639boo IndbsbrMgds 137,179 209,157
2390LsbYd0, IPJOOL FoEoLLOOL oM 107,537 128,612
L5H3930L5 s BHMBLEMOEHOMIOOL botrxgdo 97,089 120,300
©5B®3930L batrxgdoo 81,024 71,423
MbOBROOBMYOOL botrxgdo 60,763 48,305
56005096 Mdomo s Lodogwobgdm botxqdo 48,877 22,285
J06536mdoL batxo 38,835 46,114
Lomxoly obobstIX OO 10,915 12,800
3009965 ME0 s LBo3MBbo3oEoMm batrxgdo 10,285 25,847
50mOHEH0DOE00L obsbstxgdo 5,082 5,081
Lbgs 94,937 132,874
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17. gobsblrm®mo 993mlisgseo s bstxgdo

530656LmE0  899mbogoco  89agds dob3olL  LadMmizgb@m dgdmbogeoligeb 900obstg Lowgdmbodm
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35¢n@98:9¢m98960. 2023 5 2022 {ierob 31 0939900l dmds®gmdoo 3md3sbosl o6 3dmbos Ms0dg babol
3MLYO0MO POMBIMOZO O JOIYIGDIOO.

bsbisdstorenm sgg60 . 2023 s 2022 fierol 31 9399360 3amds®gmdom 30md3s605 56O ogm Bs®oveo
65089 360836900356 LobisdsHEm 36HM39L9ddo.

bsgssbsbsm 356mb3gBermBs. LogsHM39ml Logosliobsm bobGgds TgoMgdom sbsgros @s ol
abolosmgdl bdomo  Lo356mbIgderm (3300w dg00, MGBOEIWNHO  Foboaboado s  LalsdsMmEm
2905093930 g0900, HMIWgdoE boMms 2999633939005, MO0YOMLIHODISNIIAMs S FMSZ5¢R356M
0639M309G530L 9939909056905 LogooLobsM  MEYRBMYIOL TbEM0sD. doolisbogdo Lbgswsbbgs
mM56mgd0L d0gM 4obboEgsl s 2odmdogdsl 99390 gdsMYds, MIBLSE 9J300 33530 XSM0TJdOL o
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Independent Auditor’s Report

To the Owner and Management of Henkel Building Chemicals Georgia LLC

In our opinion, the financial statements present fairly, in all material respects, the financial position of
Henkel Building Chemicals Georgia LLC (the “Company”} as at 31 December 2023, and the
Company’s financial performance and cash flows for the year then ended in accordance with
International Financial Reporting Standard for Small and Medium-sized Entities and with the
requirements of the Law of Georgia on Accounting, Reporting and Auditing.

What we have audited

The Company's financial statements comprise:

e the statement of financial position as at 31 December 2023;

* 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.

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 Internationat 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

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 financiai 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 f&t. We have nothing to
report in this regard.

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

L]
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 governance
statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with International Financial Reporting Standard for Small and Medium-sized Entities and
with the requirements of the Law of Georgia on Accounting, Reporting and Auditing, and for such
internal control as management determines is necessary to enable the preparation of the financial
statements that are free from material misstatement, whether due to fraud or error.

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

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 aobjectives 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.

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

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

Conclude on the appropriateness of management’s use of the going concern basis of accounting

and, based on the audit evidence obtained, whether a material uncertainty exists related to events

or conditions that may cast significant doubt on the Company’s ability to continue as a going @4
G
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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
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditor's report. However, future events or conditions may cause the Company
to cease to continue as a going concern.

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

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

V< T%uﬂ.\i(\*eu_:-ccnoo%g( S gc&%‘%\ W\

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

b deu

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

30 July 2024
Thilisi, Georgia
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Henkel Building Chemicals Georgia LLC
Statement of Financial Position

in Georgian Lari

Notes 31 December 2023 31 December 2022

ASSETS

Non-current assets

Properiy, plant and equipment 6 7,301,449 8,305,787
Intangible assets 3.810 8,892
Total non-current assets 7,305,259 8,314,679
Current assets

Inventories 7 1,729,339 1,985,767
Other tax receivables 186,556 249,638
Trade and other receivables 8 3,174,801 4 297 891
Cash and cash equivalents 9 10,634,356 11,699,825
Total current assets 15,724,952 18,233,121
TOTAL ASSETS 23,030,211 26,547,800
EQUITY

Charter capital 10 16,433,513 16,433,513
Retained earnings 2,990,599 6,903,752
TOTAL EQUITY 19,424,112 23,337,265
LIABILITIES

Current liabilities

Trade and ather payables 11 3,606,098 3,210,538
Total current liabilities 3,606,099 3,210,635
TOTAL LIABILITIES 3,606,099 3,210,535
TOTAL LIABILITIES AND EQUITY 23,030,211 26,547,800

f of Management on 30 July 2024
Yevgenhiya Iss@yeva
Financial Director
; Yevgeniya Issayeva
Gy xabyafalgogan genyy
Nugz Jankarashwili Gone f >

The accompanying notes on pages 5 to 14 are an integral part of these financial statements



HENKEL BUILDING CHEMICALS GEORGIA LLC

Statement of Profit or Loss and Other Comprehensive income

In Georgian Lari Notes 2023 2022
Revenue 12 20,925,039 22,173,347
Cost of sales 13 {13,2080,420) (14,610,239)
Gross profit 7,634,619 7,563,108
Selling and marketing expenses 14 (1,795,281) (1,580,685)
General and administrative expenses 16 (1,920,036) (2,410,268)
Other gains/(losses), net 16 (1,239,320) (1,092,994)
Operating profit 2,679,982 2,479,161
L]

Finance income 17 995,558 1,183,094
Finance costs 17 (466,689) {1,634,755)
Profit before income tax 3,208,851 2,027,500
Income tax expense 10 (1,122,004}

PROFIT FOR THE YEAR 2,086,847 2,027,500
Other comprehensive income - 7
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 2,086,847 2,027,500

The accompanying notes on pages 5 to 14 are an integral part of these financial statements

2




Henkel Building Chemicals Georgia LLC

Statement of Changes in Equity

In Georgian Lari Note Charter Capital Retained Earnings Total
Balance at 1 January 2022 16,433,513 4,876,252 21,309,765
Profit for the year 2,027,500 2,027,500
Total comprehensive income for 2022 2,027,500 2,027,500
Balance at 31 December 2022 16,433,513 6,903,752 23,337,265
Profit for the year - 2,086,847 2,086,847
Total comprehensive income for 2023 - 2,086,847 2,086,847
Dividends declared and paid 10 {6.000,000) (6,000,000)
Balance at 31 December 2023 16,433,513 2,990,599 19,424,112

Vs

&
The accompanying notes on pages 5 to 14 are an integral part of these financial statements vl o
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Henkel Building Chemicals Georgia LLC

Statement of Cash Flows
2023 2022
In Georgian Lari Notes
Cash flows from operating activities
Profit before income tax 3,208,851 2,027,500
Adjustments for:
Depreciation and amortization expenses 6,15 939,300 055,878
Losses/(gains) on disposal of property, plant and equipment 105,618 (34,630)
Charge for impairment allowance 18 (796) 14,528
Foreign exchange translation differences, net 210,327 1,082,348
Finance income 17 (739,196) (630,688)
]

Operating cash flows before working capital changes 3,724,104 3,414,936
Decrease/(increase) in inventories 256,528 {1,189,915)
Decreasef{increase) in trade and other receivables 947,191 (2,660,064)
Increase in trade and other payables 548,899 2,080,619
Decrease/(increase) in other taxes receivable 63,082 (398,568)
Operating cash flows before interest and income taxes paid 5,539,804 1,247,008
Interest received 17 739,196 630,688
Income taxes paid (1,122,004) -
Net cash from operating activities 5,156,996 1,877,696
Cash flows from investing activities

Purchases of property, plant and equipment 6 (115,159) (120,889)
Proceeds from the sale of property, plant and equipment 6 79,661 46,698
Net cash used in investing activities {35,498) (74,191)
Cash fiows from financing activities

Dividends paid 10 (6,000,000) -
Net cash used in financing activities {6,000,000) -
Effect of exchange rate changes on cash and cash equivalents (186,967) (942,786)
Cash and cash equivalents at the beginning of the year 11,699,825 16,839,106
Cash and cash equivalents at the end of the year 10,634,356 11,699,825

f’
Bn o

The accompanying notes on pages 5 to 14 are an integral part of these financial statements
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Henkel Building Chemicals Georgia LLC
Notes to the Financial Statements - 31 December 2023

E EEEEEEEE . |

1. General Information

Henke! Building Chemicals Georgia LLC (‘the Company') was incorporated on 11 November 2014 in
accordance with Georgian regulations and is registered by LEPL National Agency of Public Registry with
identification number: 404482868. The Company is a limited liability company and was set up in accordance
with Georgian regulations.

As of 31 December 2023 and 2022, the Company's immediate parent is Henkel Ag & Co. KGaA.
Entrepreneurial ownership functions are performed by Henkel Ag & Co. KGaA.

As of 31 December 2023 and 2022, the majority of voting rights in Henkel AG & Co. KGaA is held by the
members of the Henkel family share-pooling agreement, thus representing the ultimate controlling party of
the Company and Henkel Group. s

Principal activity. The Company is a producer of building construction products and adhesives. It operates
via three business divisions: Consumer Adhesives (AC), Beauty Care (B) and Laundry (L). Main business
activity is Consumer Adhesives which consists of local production of building construction products; import
of Henkel adhesives products from Henkel affiliated companies; sales of local and imported products in
Georgia, Armenia, and Azerbaijan to third parties. Beauty Care and Laundry divisions are set up as
secondary activities of the Company that represent services on support of Henkel products distribution in
Central Asia & Caucasus region, sales of services to Henkel affiliated companies.

Registered address and place of business. The Company’s registered address is at place of business
(factory} at Gardabani Municipality, village Martkopi, Georgia.

Presentation currency. These financial statements are presented in 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. Georgian tax legislation is
subject to varying interpretations and frequent changes.

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. All of those
measures were subsequently relaxed, however, as of 31 December 2023, there remains a risk that the
authorities may impose additional restrictions in 2024 as a response to possible new variants of the virus.

War between Russia and Ukraine. Military conflict affected the supply chain of Henkel Building Chemicals
Georgia LLC. The Company sources raw materials and finished goods from the third-party suppliers,
Henkel| affiliates and other manufacturers belonging to the Henkel Group. The Company subsequently
produces and sells the finished products to third-party customers for the purpose of distribution to in their
respective distribution territories. In April 2022, The Company decided to withdraw from the Russian market
and restructure the supply chain. The Company started importing finished products mainly from Eastern
European countries, instead of purchasing from Henkel Russia.

The long-term effects of the current economic situation are difficuit to predict, and management's current
expectations and estimates could differ from the actual results.

e e T e et



Henkel Building Chemicals Georgia LLC
Notes to the Financial Statements — 31 December 2023

3. Significant Accounting Policies

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

The preparation of the financial statements in conformity with IFRS for SMEs requires the use of certain
critical accounting estimates. It also requires management to exercise its judgement in the process of
applying the Company's accounting policies. 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.
3

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

Monetary assets and liabilities are translated into functionai 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 foreign exchange gains and losses arising from the settlement of the transactions, from the
translation of monetary assets and liabilities and foreign exchange gains and losses related to cash and
cash equivalents are recognised in profit or loss and other comprehensive income, within ‘Finance
income/costs’. As of 31 December 2023, the official rate of exchange, as determined by the National Bank
of Georgia, was 1 Euro {“EUR”) 1 = GEL 2.9753 (31 December 2022: EUR 1 = GEL 2.8844); US Dollar
(*USD") 1 = GEL 2.6894 (2022: USD 1 = GEL 2.7020). At present, GEL is not a freely convertible currency
outside of Georgia.

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. 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.

Property, plant and equipment. Property, plant and equipment are stated at historical cost less
accumulated depreciation and any accumulated impairment losses.

Depreciation on property, plant and equipment is calculated using the straight-line method to allocate their
cost or revalued amounts to their residual values over their estimated useful lives:

Useful iives in years

Buildings 25-40 years
Plant and machinery 10 years
Other factory and office equipment 5 years

The assets residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting
date. Residual values of property, plant and equipment are estimated to be nil.

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

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




Henkel Building Chemicals Georgia LLC
Notes to the Financial Statements — 31 December 2023

3 Significant Accounting Policies {Continued)

Cash and cash equivalents. Cash and cash equivalents include demand deposits and other short-term
highly liquid investments with original maturities of three months or less. Cash and cash equivalents are
stated at AC.

Share Capital. The amount of authorised charter capital is defined by the Company's charter. The changes
in the Company's charter shall be made only based on the decision of the Company's shareholder,

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

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.

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

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

Rendering of services. Sale of services are recognised on a monthly basis in the accounting period in
which the services are rendered. Sale of services are determined by the service agreement and revenue
to be recognised being the related costs incurred in the period multiplied by the contractual mark-up rate.

Interest income. Interest income is recognised on a time-proportion basis using the effective interest
methed.

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 pericd.

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 from 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 pericd 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. As a result, the Company derecognised all deferred tax assets and liabilities as of 31 December
2016 and accounted the respective impact in the profit and loss in 2016. A contingent income tax liability
which would arise upon the payment of dividends is not recognised in the statement of financial position.
In addition to the distribution of dividends, the tax is 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.
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Henkel Building Chemicals Georgia LLC
Notes to the Financial Statements — 31 December 2023

3 Significant Accounting Policies (Continued)

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.

Value Added Tax. Cutput value added tax related to sales is payable to tax authorities on the earlier of (a)
collection of receivables from customers or (b} delivery of goods or services to customers. Input VAT is
generally recoverable against output VAT upon receipt of the VAT invoice. The tax authorities permit the
settlement of VAT on a net basis. Input VAT related to acquisition of Property, Plant and Equipment items
are deferred for 5 to 10 years for entities having more than 20% of its turnover exempt from VAT without
right to credit. Where provision has been made for receivables, the impairment loss is recorded for the
gross amount of the debtor, including VAT,

Employee benefits. Wages, salaries, paid annual leave and sick leave, bonuses, and medical insurance
are accrued in the year in which the associated services are rendered by the employees of the Company.

4. Critical Accounting Estimates and Judgements in Applying Accounting Policies

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

Useful lives of property and equipment. The estimation of the useful lives of items of property, ptant 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. Changes in any of these conditions or estimates may result in adjustments
for future depreciation rates.

Initial recognition of related party transactions. In the normal course of business, the Company enters
into transactions with its related parties. 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.
For the disclosure of balances and transactions with related parties, refer to Note 5.

Impairment of trade and other receivables. The impairment provision for accounts receivable is based
on the Company’s assessment of the collectability of specific customer accounts. If there is a deterioration
in a major customer's creditworthiness or actual defaults are higher than the estimates, the actual accounts
receivable could differ from these estimates.

Trade receivables that are assessed not to be impaired individually are assessed collectively for impairment
by reference to the Company’s historical collection experience for receivables of similar age. Provisions
against trade receivables are made based on historical experience of levels of recovery from accounts in a
particular ageing category. The value of the impairment provision is sensitive to the specific percentages
applied.

Actual results may differ from the estimates and the Company's estimateg’can be revised in the future,
either negatively or positively, depending upen the outcome or expectations based on the facts surrounding
each exposure.



Henkel Building Chemicals Georgia LLC
Notes to the Financial Statements — 31 December 2023

5. Balances and Transactions with Related Parties

The outstanding balances with related parties were as follows:

31 December 31 December
2023 2022
in Georgian Lari
Trade and other receivables from related parties
- Entities under common control (Henkel affiliated companies}) 54,261
Trade and other payables to related parties
- Immediate parent 310,009 315,603
- Entities under common conirol (Henkel affiliated companies) 2,114,240 1,212,091
]

The receivables are unsecured in nature and bear no interest. There are no provisions held against

receivables from related parties.

The income and expense items with related parties were as follows:

in Georgian Lari 2023 2022
Revenue

- Entities under common control 618,271 1,105,551
Purchases

- Entities under common controf 5,100,895 6,922,690
General and administrative expenses

- Immediafe parent 239,012 220,599
Other gains/(losses), net (Royalties)

- Immediate Parent 1,134,498 1,113,096

Key management compensation. Compensation paid to key management for the services in full time
executive management position is made up of a contractual salary of GEL 191,194 in 2023 (2022: GEL
272,572), respectively and bonuses of GEL 55,684 in 2023 (2022: GEL 70,935), respectively.
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Henkel Building Chemicals Georgia LLC
Notes to the Financial Statements — 31 December 2023

7. Inventories

In Georgian Lari 31 December 2023 31 December 2022
Finished goods 1,011,643 937,628
Work in progress 21,602 19,791
Raw materials 627,876 847,730
Goods in transit 68,118 180,618
Total inventories 1,729,239 1,985,767

8. Trade and Other Receivables

In Georgian Lan

31 December 2023

31 December 2022

Trade receivables from third parties 2,984,163 4,279,770
Trade receivables from related parties 54,261 .
Other receivables 150,109 32,649
Less credit loss allowance {13,732) (14,528)
Total trade and other receivables 3,174,801 4,297,891

9. Cash and Cash Equivalents

in Georgian Lari

31 December 2023

31 December 2022

Bank balances payable on demand

10,634,356

11,699,825

Total cash and cash equivalents

10,634,356

11,699,825

Cash and cash equivalents include cash at banks, with original maturities of three months or less.
Bank balances payable on demand are held within top one Georgian bank rated BB with stable outlook
(2022: BB-, stable outlook) by Fitch rating system. The Company earns interest on these funds, refer to
note 17.

10. Charter Capital

As of 31 December 2023 and 2022 Henkel Ag & Co. KgaA held 100% of ownership interest. The charter
capital is fully contributed in cash.

Dividends declared and paid towards Henkel AG & Co. KGaA during the 2023 and 2022 year were as

follows:
in Georgian Lan 2023 2022
Dividends payable at 1 January - -
Dividends declared during the year 6,000,000 -
Dividends paid during the year (6,000,000) -
#

Dividends payable at 31 December - -




Henkel Building Chemicals Georgia LLC
Notes to the Financial Statements — 31 December 2023

11. Trade and Other Payables

In Georgian Lari

31 December 2023

31 December 2022

Trade payables to third parties 367,485 569,089
Trade payables to related parties 2,424 249 1,627,694
Other accrued liabilities 814,365 1,112,135
Other payables 1617
Total trade and other payables 3,606,099 3,210,535
)
12. Revenue
In Georgian Lari 2023 2022
Revenue from sales of manufactured goods 13,799,198 13,198,343
Revenue from sales of purchased goods 6,507,570 7,869,453
Revenue from rendering of services 618,271 1,105,551
Total revenue 20,925,039 22,173,347

Revenue represents sale of goods and service. The Company started selling of goods in 2016 year. Based
on agreements with Henkei affiliated companies, the Company imports adhesives products in Georgia for
future resale in Armenia, Azerbaijan and Georgia. Also, the Company produced building construction
products locally with sale of these products in Armenia, Azerbaijan and Georgia. Sales of goods represents
main revenue generating line of business for the Company.

Remuneration for services is calculated by application of a 12.4 % profit margin to the Company’s costs of
providing services. For the year ended 2023 and 2022 the method of calculation is prescribed by the Service
Agreement with affiliated companies respectively, which are limited by annual business plan of the
Company.

Revenue from sale of manufactured goods and purchased goods were incorrectly disclosed within prior
period financial statements of the Company. The management analysed the nature of misstatement and in
accordance with |IAS 8, change has been made retrospectively and comparatives have been restated
accordingly, leaving total revenue from sales of goods unchanged.

2022 (As originally Correction 2022 {As

in Georgian Lari presented) corrected)

Revenue from sales of manufactured goods 8,506,379 4,691,964 13,198,343

Revenue from sales of purchased goods 12,561,417 (4,691,964) 7,869,453
”~
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Henkel Building Chemicals Georgia LLC
Notes to the Financial Statements — 31 December 2023

13. Cost of Sales

In Georgian Lari 2023 2022
Cost of raw materials 7,801,050 7,803,689
Depreciation expenses 365,021 359,940
Staff costs 464,119 293,789
Cost of goods purchased for resale 3,989,612 5,072,035
Cost of services rendered 570,618 980,786
Total cost of sales 13,290,420 14,610,239

14. Selling and Marketing Expenses

In Georgian Lari 2023 2022
Sales promotion and marketing 827,908 699,465
Brokerage expenses 548,640 276,892
Advertising expenses 223,662 419,134
Freight expenses 185,071 185,194
Total seiling and marketing expenses 1,795,281 1,580,685

15. General and Administrative Expenses

In Georgian Lari 2023 2022
Staff costs 691,433 1,040,032
Depreciation expenses 536,080 547,438
Professional services 137,179 209,157
Taxes other than income 107,537 128,612
Fuel and transportation expenses 97,089 120,300
Insurance expenses 81,024 71,423
Security services 60,763 48 305
Representative and business frip expenses 48,877 22,285
Rental expense 38,835 46,114
Office expenses 10,915 12,800
Utility and communication expenses 10,285 25,847
Amortisation expenses 5,082 5,081
Other 94,937 132,874
Total general and administrative expenses 1,920,036 2,410,268

16. Other Gain/(Losses), Net

In Georgian Lari 2023 2022

Royalties to related parties 1,134,498 1,113,096

Losses/(Gains) on disposals of property, plant and equipment 105,618 (34,630)

(Reversal)/charge for impairment of receivables (796) 14,528

Total other gain/(losses), net 1,239,320 1,092,994
Car
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Henkel Building Chemicals Georgia LLC
Notes to the Financial Statements — 31 December 2023

17. Finance Income and Costs

Finance income consists of interest income from bank on current deposit accounts — GEL 739,196 (2022:
GEL 630,688) and the remaining foreign exchange gains for the period.

Finance costs consist of foreign exchange iosses for the period.

18. Contingencies and Commitments

Commitments. The Company had no material commitments outstanding as of 31 December 2023 and
2022.

Legal proceedings. As of 31 December 2023 and 2022 the Company was not enéaged in any significant
litigation proceedings.

Tax legislation. The taxation system in Georgia is relatively new and is characterised by frequent changes
in legislation, official pronouncements and court decisions, which are often unclear, contradictory and
subject to varying interpretation by different tax authorities. Taxes are subject to review and investigation
by a number of government bodies, which have the authority to impose severe fines, penalties and interest
charges.

A tax year remains open for review by the tax authorities during the three subsequent calendar years,
however, under certain circumstances a tax year may remain open longer. These circumstances may
create tax risks in Georgia that are substantially more significant than in many other countries.

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.

19. Events After the Reporting Period

There were no significant events after the reporting date that need to be presented in the financial statements.

14
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MANAGEMENT RESPONSIBILITY REPORT ON PREPARATION AND PRESENTATION OF
MANAGERIAL ACCOUNTS FOR THE YEAR ENDED ON 31 DECEMBER 2023

Company management is responsible for preparation and presentation of management accounts in line with the
Law of Georgia on Accounting, Audit and Reporting, as well as for internal control which they find relevant for
preparation of management reports containing no significant discrepancies caused by imposture or mistakes.

The Management is responsibie for ensuring: ;

# Apopropriate presentation of management reports in line with the Law of Georgia on Accounting, Audit and
Reporting;

¢ Preparation of management reports as per relevant regulations and standards;
Compatibility of information contained in the reports with financial accounts.

This Management Report for the year ended on 31 December 2023 has been approved by Company
Management for publication on 30 July 2024

“Y&igeniya issayeva

Director Financiail Director

B3056 Rabiyaadgogo
Nugzss Jankarashvili Yevgeniya Issayevd
30 July 2024
Thilisi, Georgia
|
|
ﬂ'




1. The Company’s Operations and Technological Processes

Henkel Group is a global manufacturer in the consumer goods industry with giobal brands and technologies
in the three business units (“BU™;

¢ Adhesive Technologies (business unit “AM;
* Beauty Care (business unit “B") and Laundry & Home Care (business unit “L")

Henkel Building Chemicals Georgia LLC operates as a manufacturing and distribution company for Henkel
products within the Adhesives Business Unit; the main business activity of the company is producing
building construction materials and import the Henkel adhesives products from Henkel-affiliated companies
for further distribution; sales of third parties of local and imported products in Georgia, Armenia and
Azerbaijan. Henke| Building Chemicals Georgia LLC does not operate a branch in any country.

Revision of the research and development has not been performed by the entity throughout the financial
year of 2023,

2. Future Plans

The Company’s main goal is to increase Adhesive building materials sales and attract new customers while
maintaining high quality of products and services The Company’s goal fully conforms to the policy of the
Georgian government, aiming that one of the largest parts of the Georgian economy is the construction

market.




3. Major Financial and Non-Financial Indicators of The Group’s Operations

3.1 Financial Indicators

Henke! Building Chemicals Georgia LLC was established on 11 November 2014 with identification
number: 404482868 by Henkel Ag & Co. KGaA.

Henkel Ag & Co. KGaA, founded in 18786, is the immediate parent of Henkel Building Chemicals Georgia
LLC, holding 100% of the shares.

Revenue of Henkel Building Chemicals Georgia LLC reached to 20,925 thousand GEL in, 2023 and
22,173 thousand GEL in 2022, while the net income amounted to 2,086 thousand GEL in 2023 and -
2,027 thousand GEL in 2022,

3.2 Non-financial Indicators

Environment Protection — considering the specifics of its production/operations, Company acknowledges
its responsibility over pessible accidents that may occur during the production process. To prevent such
accidents, the Company has developed and introduced safety and control procedures fully aligned with the
legislation and international standards and provided its technical personnel with relevant personal safety
and other compulsory equipment. The design of the Group's facilities incorporates safety features required
for minimizing the damage to personnel or the environment. Considerable attention is paid to the timely
repair of flaws, however smail, detected during inspections.

4. Overview of Risks And Information On Risk Management Mechanisms

The Group manages certain financial and non-financial risks to ensure timely detection of problematic
issues and mitigate their possible negative outcome. Financial risk implies the risk of the group not being
able to reduce its financial liabilities. The group systematically reviews it policy of managing the said major
financial risks, which aims at minimizing of long-term and short-term financial risks, solvency, and liquidity
risks.

5. Financial Risks

Company purchases raw material and finished products from non-resident providers: uses for production
and sells it to both non-resident and resident consumers; consequently, the Company is exposed to
currency risk every time it pays the cost of products.

6. War between Russia and Ukraine
The war has affected the supply chain of Henkel Building Chemicals Georgia LLC,

HBCG sources it's raw materials from third-party suppliers and from Henkel affiliates; as well as certain
finished products mainly from other manufacturers belonging to the Henkel Group. It produces and sells
the finished products to third-party customers for the purpose of distribution to their respective distribution
territories.

Henkel has decided to withdraw from the Russian market and stop all business activities in Aprii 2022,

This has caused Henkel Building Chemicals Georgia LLC to restructure its supply chain as one of its
providers was Henkel Russia.

To overcome this challenge, HBCG has started importing finished products mainly fr9,m Eastern European
countries instead of purchasing from Henkel Russia.
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