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GEODISTRIBUTION LLC

STATEMENT OF MANAGEMENT’S RESPONSIBILITIES FOR THE PREPARATION

AND APPROVAL OF THE FINANCIAL STATEMENTS AND MANAGEMENT REPORT
FOR THE YEAR ENDED 31 DECEMBER 2024

Management of Geodistribution LLC is responsible for the preparation of the financial statements that

present fairly the financial position of Geodistribution LLC (hereinafter - the “Company”) as at 31
December 2024, and the related statements of profit or loss and other comprehensive income, changes
in equity and cash flows for the year then ended, and material accounting policies and notes to the
financial statements in compliance with International Financial Reporting Standards (“IFRS").

In preparing the financial statements, management is responsible for:

. Properly selecting and applying accounting policies;

. Presenting information, including accounting policies, in a manner that provides relevant, reliable,
comparable and understandable information;

. Providing additional disclosures when compliance with the specific requirements in IFRS Accounting
Standards are insufficient to enable users to understand the impact of particular transactions, other
events and conditions on the Company’s financial position and financial performance;

. Making an assessment of the Company’s ability to continue as a going concern.

o Disclosing the information in the management report as required by the Law of Georgia on
Accounting, Reporting and Auditing;

. Preparation of the management report in consistent with the financial statements.
Management is also responsible for:

. Designing, implementing and maintaining an effective and sound system of internal controls,
throughout the Company;

. Maintaining adequate accounting records that are sufficient to show and explain the Company’s
transactions and disclose with reasonable accuracy at any time the financial position of
the Company, and which enable them to ensure that the financial statements of the Company
comply with IFRS;

. Maintaining statutory accounting records in compliance with Georgian legislation and IFRS
Accounting Standards;

. Taking such steps as are reasonably available to them to safeguard the assets of the Company; and

. Preventing and detecting fraud and other irregularities.

The financial statements of the Company for the year ended 31 December 2024 were approved by
management on 15 August 2025:

On behalf of the Management:
id ; {
f] 7[\/ %’%'\J(‘B(”r\f\ﬂ
Mamuka Tsintsaffﬁe Besik Melashvili =" RN
General Directo

Financial Manager
Thilisi, Georgia Thilisi, Georgia
15 August 2025 15 August 2025
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INDEPENDENT AUDITOR’S REPORT

To the participants of Geodistribution LLC:

Opinion

We have audited the financial statements of Geodistribution LLC (the “Company”), which
comprises the statements of financial position as at 31 December 2024, and the related
statement of profit or loss and other comprehensive income, statement of changes in equity
and statement of cash flows for the year then ended and notes to the financial statements,
including material accounting policy information (collectively — the “financial statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects,
the financial position of the Company as at 31 December 2024, and its financial

performance and its cash flows for the year then ended in accordance with IFRS Accounting
Standards as issued by the International Accounting Standards Board (“IASB”).

Basis for Opinion

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

Emphasis of Matters

As described in Note 13 to the financial statements, 99% of the Company’s trade and other
payable balance for the years ended 31 December 2024 and 2023 were to related party. Our
opinion is not modified in respect of this matter.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited (“DTTL”), its global network of member firms, and their related entities (collectively, the
“Deloitte organization”). DTTL (also referred to as “Deloitte Global”) and each of its member firms and related entities are legally separate and independent
entities, which cannot obligate or bind each other in respect of third parties. DTTL and each DTTL member firm and related entity is liable only for its own
acts and omissions, and not those of each other. DTTL does not provide services to clients. Please see www.deloitte.com/about to learn more.

© 2025 Deloitte & Touche LLC. All rights reserved.
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Other Information

Management is responsible for the other information. The other information comprises
Management Report prepared in accordance with the requirements of the Law of Georgia

on Accounting, Reporting and Auditing (“the Law”).

Our opinion on the financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information 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 of this other information, we are required to
report that fact. We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

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

In preparing the financial statements, management is responsible for assessing

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

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

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

e 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.

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

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 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.

Report on Other Legal and Regulatory Requirements

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

We performed procedures with respect to whether the management report is prepared in
accordance with the requirements of the Law and includes the information required by the
Law.
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We have read the Management Report and based on the work done we have concluded
that:

«  The information given in the Management Report for the year ended 31 December
2024 is materially consistent with the financial statements for the year ended 31
December 2024, or with our knowledge obtained in the audit; and

e  The Management Report includes the Information required by Article 7 of the Law of

Georgia on Accounting, Reporting and Auditing and complies with respective
regulatory normative acts.
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Shota Nanitashuvili

on behalf of Deloitte and Touche LLC
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15 August 2025
Thilisi, Georgia




GEODISTRIBUTION LLC

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2024

(in thousands of Georgian Lari)

Revenue
Cost of sales
Gross profit

Selling and marketing expenses
General and administrative expenses
Impairment losses on financial assets
Finance income

Finance expense

Other income

Foreign exchange (loss)/gain, net
Profit before tax

Income tax expense

Profit for the year

Other comprehensive income

Total comprehensive income for the year

On behalf of the Manageme

24

L <
Mamuka Tsintsa aaze
General Direct:

15 August 2025
Thilisi, Georgia

The notes on pages 10-29 form an integral part of these financial statements.

Note

2024 2023
128,238 136,744
(119,736) (127,228)
8,502 9,516
(4,477) (3,643)
(1,220) (1,276)
(366) (60)
2,170 1,692
(41) (15)
56 68
(440) 117
4,184 6,399
4,184 6,399
4,184 6,399
3. doci th
Q- s g\{gl‘)
Besik Melashvili JE N \

Financial Manager

15 August 2025
Tbilisi, Georgia




STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2024
(in thousands of Georgian Lari)

i
|
GEODISTRIBUTION LLC
\
\
|
|

31 December 31 December
‘ Note 2024 2023
ASSETS \
Non-current assets
Property, plant and equipment ‘ 607 413
Intangible assets 8 10
Right of use asset 243 69
Total non-current assets | 858 492
Current assets i
Inventory ‘ 9 5,185 2,957
Trade and other receivable |10 8,870 7,234
Other current assets ‘ 2 250
Taxes prepaid, net ‘ 179 -
Cash and cash equivalents | 11 980 1,435
Total current assets 15,216 11,876
|
|
Total assets 1 16,074 12,368
EQUITY
[
Retained earnings |12 2,635 3,206
Other distribution ‘ 14 (11,727) (12,623)
Total equity ‘ (9,092) (9,417)
|
Liabilities |
Non-current liabilities !
Lease Liability 1 171 36
Financial guarantee obligation i 14 9,227 10,628
Total non-current liabilities | 9,398 10,664
Current liabilities
Taxes payable, net - 172
Financial guarantee obligation 14 136 149
Trade and other payables 13 15,546 10,759
Lease Liability 86 41
Total current liabilities 15,768 11,121
Total liabilities 25,166 21,785

On behalf of the Management:

.ﬂ,w%

\
\
|
\
\
TOTAL LIABILITIES AND EQUITY | 16,074 12,368
\
|
|
i
|
|

R} no ol VaYal

Mamuka Tsintsaffadze | Besik Melashvili ™ J N\
General Directgr, Financial Manager
15 August 2025

15 August 2025

Tbiiisi, Georgia Tbilisi, Georgia

The notes on pages 10-29 form an integral part of these financial statements.
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GEODISTRIBUTION LLC

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2024

(in thousands of Georgian Lari)

Balance at 1 January 2023

Derecognition of financial guarantee
Recognition of financial guarantee

Total comprehensive income for the year
Dividend declared

Balance at 31 December 2023
Derecognition of financial guarantee
Recognition of financial guarantee

Total comprehensive income for the year

Dividend declared

Balance at 31 December 2024

On behalf of the Manageme

7

Mamuka Tsmtsabad)]
General Director

15 August 2025
Thilisi, Georgia

Note

14

14

12

14
14

12

Other distribution Retained earnings Total equity
(14,296) 7,633 (6,663)
13,021 (6,038) 6,983
(11,348) - (11,348)
- 6,399 6,399
B - (4,788) (4,788)
(12,623) 3,206 (9,417)
1,275 {1.233) 42
(379) = (379)
- 4,184 4,184
- (3,522) (3,522)
(11,727) 2,635 (9,092)

The notes on pages 10-29 form an integral part of these financial statements.

&'q\« r~,> 2000
\

Besik Melashvili~) °
Financial Manager

15 August 2025
Tbilisi, Georgia
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GEODISTRIBUTION LLC

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2024
(in thousands of Georgian Lari)

Note 2024 2023
Cash flow from operating activities
profit before tax for the year 4,184 6,399
Adjustments for:
Depreciation and amortization expense 246 225
Finance income 14 (2,170) (1,692)
Finance expense 41 15
Income from cancelling of lease contract (3) -
Gain from foreign exchange differences 440 (117)
Impairment losses, net of reversals, on financial assets 10 366 60
Cash mflow.fro'n‘\ .operatmg activities before changes in operating 3,104 4,890
assets and liabilities
(Increase)/decrease in trade and other receivables (2,002) 415
Decrease/(increase) in other current assets 248 (213)
Increase in inventories (2,228) (113)
(Decrease)/increase in taxes payable, net (351) 11
Increase/(decrease) in trade and other payables 4,787 (288)
Cash inflow from operating activities 3,558 4,702
interest paid (41) (15)
Net cash inflow from operating activities 3,517 4,687
Cash flows from investing activities
purchase of property, plant and equipment (379) (41)
proceeds from sale of property, plant and equipment - 17
Net cash used in investing activities (379) (24)
Cash flows from financing activities
Dividend paid 12 (3,522) (4,788)
Repayment of lease liabilities (50) (72)
Net cash used in financing activities (3,572) (4,860)
NET DECREASE IN CASH AND CASH EQUIVALENTS (434) (197)
Effect of exchange rate changes on cash and cash equivalents (21) (16)
CASH AND CASH EQUIVALENTS, at beginning of the period 11 1,435 1,648
CASH AND CASH EQUIVALENTS, at end of the period 11 980 1,435

On behalf of the Management.~")

/7 ) /rZ - Foc s Ancen

Mamuka Tsintsabadz / o Besik Melashvili .

General Director, Financial Manager
15 August 2025 15 August 2025
Tbilisi, Georgia Thbilisi, Georgia

The notes on pages 10-29 form an integral part of these financial statements.




GEODISTRIBUTION LLC

NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2024
(In thousands of Georgian Lari)

1.

GENERAL INFORMATION

Geodistribution LLC (the "Company") is a limited liability company, which was established in
Georgia on 5 May 2011 in accordance with Georgian regulations and is registered by Georgian Tax
Authorities with identification number: 401958271. The Company’s registered address is N7 Giorgi
Nadareishvili str, Thilisi, Georgia.

The Company is engaged in wholesale distribution of Tobacco products to various clients
throughout Georgia.

As at 31 December 2024 and 2023, the 100% shareholder of the Company was Smart Capital
Production LLC (404550650).

As of 31 December 2024 and 2023 the ultimate shareholders of the Company were: Mikheil
Chkhartishvili — 50% and Natia Chkhartishvili — 50%.

The number of employees of the Company as at 31 December 2024 and 2023 was 143 and 133,
respectively.

ADOPTION OF NEW OR REVISED STANDARDS AND INTERPRETATIONS

In the current year, there are a number of amendments to IFRS Accounting Standards issued by the
International Accounting Standards Board (IASB) that are mandatorily effective for an accounting
period that begins on or after 1 January 2024. Their adoption has not had any material impact on
the disclosures or on the amounts reported in these financial statements.

Amendments to IAS 1 The Company has adopted the amendments to IAS 1, published in January 2020, for the

Presentation of
Financial Statements—
Classification of
Liabilities as Current or
Non-current

first time in the current year. The amendments affect only the presentation of liabilities as
current or non-current in the statement of financial position and not the amount or timing
of recognition of any asset, liability, income or expenses, or the information disclosed about
those items. The amendments clarify that the classification of liabilities as current or non-
current is based on rights that are in existence at the end of the reporting period, specify
that classification is unaffected by expectations about whether an entity will exercise its
right to defer settlement of a liability, explain that rights are in existence if covenants are
complied with at the end of the reporting period, and introduce a definition of ‘settlement’
to make clear that settlement refers to the transfer to the counterparty of cash, equity
instruments, other assets or services. The amendments did not have an impact on
Company’s statement of financial position, which is presented in order of liquidity.

Amendments to IAS 7
Statement of Cash
Flows and IFRS 7
Financial Instruments:
Disclosures titled
Supplier Finance
Arrangements

The Company has adopted the amendments to IAS 7 and IFRS 7 titled Supplier Finance
Arrangements for the first time in the current year. The amendments add a disclosure
objective to IAS 7 stating that an entity is required to disclose information about its supplier
finance arrangements that enables users of financial statements to assess the effects of
those arrangements on the entity’s liabilities and cash flows. In addition, IFRS 7 is amended
to add supplier finance arrangements as an example within the requirements to disclose
information about an entity’s exposure to concentration of liquidity risk.

10




GEODISTRIBUTION LLC

NOTES TO THE FINANCIAL STATEMENT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2024
(In thousands of Georgian Lari)

Amendments to IFRS 16
Leases—Lease Liability
in a Sale and Leaseback

The Company has adopted the amendments to IFRS 16 for the first time in the current year,
The amendments to IFRS 16 add subsequent measurement requirements for sale and
leaseback transactions that satisfy the requirements in IFRS 15 Revenue from Contracts
with Customers to be accounted for as a sale. The amendments require the seller-lessee to
determine ‘lease payments’ or ‘revised lease payments’ such that the seller-lessee does not
recognise a gain or loss that relates to the right of use retained by the seller-lessee, after
the commencement date. The amendments do not affect the gain or loss recognised by the
seller-lessee relating to the partial or full termination of a lease. Without these new
requirements, a sellerlessee may have recognised a gain on the right of use it retains solely
because of a remeasurement of the lease liability (for example, following a lease
modification or change in the lease term) applying the general requirements in IFRS 16. This
could have been particularly the case in a leaseback that includes variable lease payments
that do not depend on an index or rate. As part of the amendments, the IASB amended an
lllustrative Example in IFRS 16 and added a new example to illustrate the subsequent
measurement of a right-of-use asset and lease liability in a sale and leaseback transaction
with variable lease payments that do not depend on an index or rate. The illustrative
examples also clarify that the liability that arises from a sale and leaseback transaction that
qualifies as a sale applying IFRS 15 is a lease liability. A seller-lessee applies the
amendments retrospectively in accordance with IAS 8 to sale and leaseback transactions
entered into after the date of initial application, which is defined as the beginning of the
annual reporting period in which the entity first applied IFRS 16.

At the date of authorisation of these financial statements, the Company has not applied the
following new and revised IFRS Accounting Standards that have been issued but are not yet
effective and in some cases, had not yet been adopted by the relevant body:

Information

IFRS S1 General Requirements for Disclosure | Disclosure of Sustainability-related Financial Information
of Sustainabilityrelated Financial

IFRS S2 — Climate-related Disclosures Climate-related Disclosures

Amendments to the SASB standards

Amendments to the SASB standards to enhance their international
applicability

Amendments to IAS 21

Lack of exchangeability

IFRS 18

Presentation and Disclosures in Financial Statements

The directors do not expect that the adoption of the Standards listed above will have a material
impact on the financial statements of the Company in future periods.

MATERIAL ACCOUNTING POLICY INFORMATION

Basis of preparation. These financial statements have been prepared in accordance with
International Financial Reporting Standards (IFRS Accounting Standards) and in accordance with
requirements of 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, unless otherwise stated.

The financial statements have been prepared on the historical cost basis. Historical cost is generally
based on the fair value of the consideration given in exchange for assets.

11




GEODISTRIBUTION LLC

NOTES TO THE FINANCIAL STATEMENT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2024
(In thousands of Georgian Lari)

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, regardless of
whether that price is directly observable or estimated using another valuation technique.

In estimating the fair value of an asset or a liability, the Company takes into account

the characteristics of the asset or liability if market participants would take those characteristics
into account when pricing the asset or liability at the measurement date. Fair value for
measurement and/or disclosure purposes in these financial statements is determined on such

a basis, except for share-based payment transactions that are within the scope of IFRS 2, leasing
transactions that are within the scope of IFRS 16, and measurements that have some similarities to
fair value but are not fair value, such as net realizable value in IAS 2 or value in use in IAS 36.

In addition, for financial reporting purposes, fair value measurements are categorised into level 1, 2
or 3 based on the degree to which the inputs to the fair value measurements are observable and
the significance of the inputs to the fair value measurement in its entirety, which are described

as follows:

. Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities
that the entity can access at the measurement date;

° Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable
for the asset or liability, either directly or indirectly; and

o Level 3 inputs are unobservable inputs for the asset or liability.

Going Concern. These financial statements have been prepared on a going concern basis and the
accounting policies have been applied consistently throughout the period. In making this
judgement, Management considered the Company’s financial position, current intentions,
profitability of operations and access to financial resources and analysed the impact of the situation
in the markets on the operations of the Company.

Functional currency. Items included in the financial statements are measured using the currency of
the primary of the economic environment in which the entity operates (“the functional currency”).
All values are rounded to the nearest thousand Lari, except when otherwise indicated.

Offsetting. Financial assets and financial 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 settle on a net basis, or to realize the assets
and settle the liability simultaneously. Income and expense is not offset in the statement of profit
or loss unless required or permitted by any accounting standard or interpretation, and

as specifically disclosed in the accounting policies of the Company.

The principal accounting policies are set out below.

Revenue. Revenue is recognized to the extent that it is probable that the economic benefits will
flow to the Company and the revenue can be reliably measured, regardless of when the payment is
received. Revenue is measured based on the consideration to which the Company expects to be
entitled in a contract with a customer and excludes amounts collected on behalf of third parties.
The Company recognises revenue when it transfers control of a product or service to a customer.
The Company assesses its revenue arrangements against specific criteria in order to determine if it
is acting as principal or agent.

12



GEODISTRIBUTION LLC

NOTES TO THE FINANCIAL STATEMENT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2024
(In thousands of Georgian Lari)

The Company recognizes performance obligation for sale of cigarette and assembled filters at a
point in time, because there is only one performance obligation. Revenue is reduced for estimated
customer returns, rebates and other similar allowances.

Foreign Currencies. Transactions in currencies other than the entity’s functional currency (foreign
currencies) are recorded at the rates of exchange prevailing at the dates of the transactions. At
each reporting date, monetary items denominated in foreign currencies are retranslated at the
rates prevailing at the reporting date. All realized and unrealized gains and losses arising on
exchange differences are included in the statement of profit or loss and other comprehensive
income for the period.

Below are exchange rates as at year end which were used by the Company for the purpose of these
financial statements:

31 December 31 December
2024 2023
GEL/USD 2.8068 2.6894
GEL/EUR 2.9306 29753

Income taxes. Income taxes have been provided for in accordance with Georgian legislation
enacted or substantively enacted by the reporting date. In May 2016, the parliament of Georgia
approved a change in the current corporate taxation model, with changes applicable on 1 January
2017 for all entities apart from certain financial institutions. The changed model implies zero
corporate tax rate on retained earnings and a 15% corporate tax rate on distributed earnings to the
shareholders that are individuals or non-residents of Georgia,, compared to the previous model of
15% tax rate charged to the company's profit before tax, regardless of the retention or distribution
status.

The new profit tax rules are effective as of 1 January 2017, which applies to the Company and
the tax base comprise both actual and deemed profit distributions, including the following:

° Distributed profits;
. Expenses incurred or other payments not related to economic activities;
. Gratuitous supplies of goods/services and/or transfers of funds; and

. Representation expenses that exceed the maximum amount defined in the tax code.

Income tax on distributed profits is recognised as an expense at the moment dividends are declared
and recorded under “income tax” in the statement of profit or loss. Current tax assets and tax
liabilities for current and previous periods are measured at the amount expected to be obtained
from or paid to tax authorities.

Tax imposed on the areas other than distributed profits as described above is recorded under “tax
expenses” in the statement of profit and loss.

Due to the changed concept of taxation the term taxable base of assets and liabilities loses its

economic meaning and deferred tax liabilities and assets as defined in IAS 12-Income Taxes, are not
applicable under new corporate taxation model.

13



GEODISTRIBUTION LLC

NOTES TO THE FINANCIAL STATEMENT (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2024
(In thousands of Georgian Lari)

Property, plant and equipment. Property, plant and equipment are stated at cost, less
accumulated depreciation and allowance for impairment, where required.

Costs of minor repairs and maintenance are expensed when incurred. Cost of replacing major parts

or components of property, plant and equipment items are capitalised and the replaced part is
retired.

Gains and losses on disposals are determined by comparing proceeds with carrying amount and are
recognised in profit or loss for the year within other income or costs.

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

The estimated useful lives, residual values and depreciation method are reviewed at the end of
each reporting period, with the effect of any changes in estimate accounted for on a prospective
basis. Depreciation rates are as follows:

Depreciation rates

Transport 10%
Office equipment, furniture and fixtures 20%
Other 20%

The residual value of an asset is the estimated amount that the Company would currently obtain
from disposal of the asset less the estimated costs of disposal, if the asset were already of the age
and in the condition expected at the end of its useful life.

An item of property, plant and equipment is derecognised upon disposal or when no future
economic benefits are expected to arise from the continued use of the asset.

Inventories. Inventories are stated at the lower of cost and net realizable value. Cost is calculated
using weighted average method. Net realizable value is determined as the estimated selling price
less all estimated costs of completion and costs necessary to make the sale.

Provisions. Provisions are recognised when the Company has a present obligation (legal or
constructive) as a result of a past event, it is probable that the Company will be required to settle
the obligation, and a reliable estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle
the present obligation at the end of the reporting period, taking into account the risks and
uncertainties surrounding the obligation. When a provision is measured using the cash flows
estimated to settle the present obligation, its carrying amount is the present value of those cash
flows (when the effect of the time value of money is material).

When some or all of the economic benefits required to settle a provision are expected to be

recovered from a third party, a receivable is recognised as an asset if it is virtually certain that
reimbursement will be received and the amount of the receivable can be measured reliably.
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Contingent liabilities and assets. Contingent liabilities are not recognised in the statement of
financial position, but are disclosed in the notes to the financial statements, unless the probability
of an outflow of resources embodying economic benefits is remote. Contingent assets are not
recognised in the statement of financial position but are disclosed in the financial statements when
an inflow of economic benefits is probable.

Financial instruments. Financial assets and financial liabilities are recognised in the Company’s
statement of financial position when the Company becomes a party to the contractual provisions of
the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value through profit or loss) are added to or deducted

from the fair value of the financial assets or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable to the acquisition of financial assets or financial
liabilities at fair value through profit or loss are recognised immediately in profit or loss.

Financial assets. All recognised financial assets are measured subsequently in their entirety at
either amortised cost or fair value, depending on the classification of the financial assets.

Classification of financial assets

All financial assets of the Company are classified, at initial recognition, as subsequently measured at
amortised cost. The classification of financial assets at initial recognition depends on the financial
asset’s contractual cash flow characteristics and the Company’s business model for managing them.

The Company measures financial assets at amortised cost if both of the following conditions are
met: The financial asset is held within a business model with the objective to hold financial assets in
order to collect contractual cash flows, And the contractual terms of the financial asset give rise on
specified dates to cash flows that are ‘solely payments of principal and interest (SPPI)’ on the

principal amount outstanding. This assessment is referred to as the SPPI test and is performed at an
instrument level.

Debt instruments that meet the following conditions are measured subsequently at fair value
through other comprehensive income (FVTOCI).

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

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

By default, all other financial assets are measured subsequently at fair value through profit or loss
(FVTPL).
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Despite the foregoing, the Company may make the following irrevocable election/designation at
initial recognition of a financial asset:

e  the Company may irrevocably elect to present subsequent changes in fair value of an equity
investment in other comprehensive income if certain criteria are met; and

e the Company may irrevocably designate a debt investment that meets the amortised cost or
FVTOCI criteria as measured at FVTPL if doing so eliminates or significantly reduces an
accounting mismatch.

Effective interest method. The effective interest method is a method of calculating the amortised
cost of a debt instrument and of allocating interest income over the relevant period.

For financial assets other than purchased or originated credit-impaired financial assets (i.e. assets
that are credit-impaired on initial recognition), the effective interest rate is the rate that exactly
discounts estimated future cash receipts (including all fees and points paid or received that form an
integral part of the effective interest rate, transaction costs and other premiums or discounts)

excluding expected credit losses, through the expected life of the debt instrument, or, where
appropriate, a shorter period, to the gross carrying amount of the debt instrument on initial
recognition. For purchased or originated credit-impaired financial assets, a credit-adjusted effective
interest rate is calculated by discounting the estimated future cash flows, including expected credit
losses, to the amortised cost of the debt instrument on initial recognition.

The amortised cost of a financial asset is the amount at which the financial asset is measured at
initial recognition minus the principal repayments, plus the cumulative amortisation using the
effective interest method of any difference between that initial amount and the maturity amount,
adjusted for any loss allowance. The gross carrying amount of a financial asset is the amortised cost
of a financial asset before adjusting for any loss allowance.

Trade and other receivables. Trade and other receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active market. Trade and other
receivables are measured at amortised cost using the effective interest method, less any
impairment. Interest income is recognised by applying the effective interest rate, except for short-
term receivables when the effect of discounting is immaterial.

Cash and cash equivalents. Cash and cash equivalents include cash in hand, deposits held at call
with banks due on demand or with original maturities of less than three months. Cash and cash
equivalents are carried at amortised cost using the effective interest method. Restricted balances
are excluded from cash and cash equivalents for the purposes of the cash flow statement. Balances
restricted from being exchanged or used to settle a liability for at least twelve months after

the reporting period are included in restricted cash.

Impairment of financial assets. The Company recognises an allowance for expected credit losses
(ECLs) for all of its financial assets at amortised cost. The Company applies a simplified approach in
calculating ECLs. Therefore, the Company does not track changes in credit risk, but instead
recognises a loss allowance based on lifetime ECLs at each reporting date. The Company has
individual approach towards significant customers and has established a provision matrix for
others. Both approaches are based on its historical credit loss experience, adjusted for forward-
looking factors specific to the debtors and the economic environment.
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The Company considers a financial asset in default when contractual payments are past due.
However, in certain cases, the Company may also consider a financial asset to be in default when
internal or external information indicates that the Company is unlikely to receive the outstanding
contractual amounts in full before taking into account any credit enhancements held by the
Company. A financial asset is written off when there is no reasonable expectation of recovering the
contractual cash flows.

The company considers a financial asset in default when contractual payment are 90 days past due.
However, in certain cases, the company may also consider a financial asset to be in default when
internal or external information indicates that the company is unlikely to receive the outstanding
contractual amounts in full before taking into account any credit enhancements held by the
company.

Uncollectible assets are written off against the related impairment loss allowance after all the
necessary procedures to recover the asset have been completed and the amount of the loss has
been determined.

Subsequent recoveries of amounts previously written off are credited to impairment loss account
within the profit or loss for the year.

Derecognition of financial assets. The Company derecognizes a financial asset only when the
contractual rights to the cash flows from the asset expire, or when it transfers the financial asset
and substantially all the risks and rewards of ownership of the asset to another entity. If the
Company neither transfers nor retains substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Company recognises its retained interest in the asset
and an associated liability for amounts it may have to pay. If the Company retains substantially all
the risks and rewards of ownership of a transferred financial asset, the Company continues to
recognise the financial asset and also recognizes a collateralized borrowing for the proceeds
received.

On derecognition of a financial asset measured at amortised cost, the difference between the
asset’s carrying amount and the sum of the consideration received and receivable is recognized in
profit or loss. In addition, on derecognition of an investment in a debt instrument classified as at
FVTOCI, the cumulative gain or loss previously accumulated in the investments revaluation reserve
is reclassified to profit or loss.

Financial liabilities and equity instruments

Classification as debt or equity

Debt and equity instruments issued by the Company are classified as either financial liabilities or as
equity in accordance with the substance of the contractual arrangements and the definitions of a
financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity
after deducting all of its liabilities. Equity instruments issued by the Company are recognized at
the proceeds received, net of direct issue costs.
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Repurchase of the Company’s own equity instruments is recognized and deducted directly in
equity. No gain or loss is recognized in profit or loss on the purchase, sale, issue or cancellation of
the Company’s own equity instruments.

Financial liabilities

Financial liabilities (represented with borrowings, trade and other accounts payable and dividends
payable) are subsequently measured at amortized cost using the effective interest method.

Derecognition of financial liabilities

The Company derecognizes financial liabilities when, and only when, the Company’s obligations are
discharged, cancelled or they expire. The difference between the carrying amount of the financial
liability derecognized and the consideration paid and payable is recognized in profit or loss.

Financial guarantee contract liabilities.

A financial guarantee contract is a contract that requires the issuer to make specified payments to
reimburse the holder for a loss it incurs because a specified debtor fails to make payments when
due in accordance with the terms of a debt instrument.

Financial guarantee contract liabilities are measured initially at their fair values and, if not
designated as at FVTPL and do not arise from a transfer of an asset, are measured subsequently at
the higher of:

e The amount of the loss allowance determined in accordance with IFRS 9 (see financial assets
above);

e The amount recognised initially less, where appropriate, cumulative amortisation recognised in
accordance with the revenue recognition policies set out above.

When a liability is extinguished for no consideration in the transactions with the parties under
common control, the fair value of the liability extinguished should be recognised as capital
contribution in the statement of changes in equity.

For financial guarantee contracts, the date that the Company becomes a party to the irrevocable
commitment is considered to be the date of initial recognition for the purposes of assessing the
financial instrument for impairment. In assessing whether there has been a significant increase in
the credit risk since initial recognition of a financial guarantee contract, the Company considers the
changes in the risk that the specified debtor will default on the contract.

Dividends. Dividends are recognized in the equity as a reduction in the period in which they are
declared. Dividends that are declared after the reporting date are treated as a subsequent event
and disclosed accordingly. Transactions with shareholders in their capacity as shareholders are
recorded within equity.

Other Distribution. Distributions are recognised in equity when the Company has irrevocably

committed to transfer cash or non-monetary assets to its Shareholder/Ultimate Shareholder free of
charge and the amount of the commitment can be reliably measured.
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Prepaid taxes and taxes payable. Prepaid taxes are stated at their nominal value less an allowance
for estimated irrecoverable amounts. Taxes payable other than income tax are stated at their
nominal value.

Tax assets and liabilities are accumulated on a single tax account with the Revenue Service of
Georgia. The settlement is made on a net basis.

Prepayments to suppliers. Prepayments to suppliers are stated at their cost less an allowance for
irrecoverable amounts.

Reclassification. In 2024, the Company’s management determined that information had not been
appropriately presented in the financial statements for the year ended December 31, 2023. In
accordance with IAS 8 “Accounting Policies, Changes in Accounting Estimates and Errors”, these
financial statements have been reclassified as detailed in the following paragraphs.

For the year ended 31 December, 2023, the company reclassified GEL 711 personnel expenses from
General and administrative expenses to Selling and marketing expenses (Note 8).

Statement of profit or loss and other As previously sy As

st s Reclassification -
comprehensive income reported Reclassified
Selling and marketing expenses (2,932) (711) (3,643)
General and administrative expenses (1,987) 711 (1,276)
Profit before tax 6,399 - 6,399
Profit for the year 6,399 - 6,399

4. CRITICAL ACCOUNTING ESTIMATES, AND JUDGEMENTS IN APPLYING ACCOUNTING POLICIES

In the application of the Company’s accounting policies, which are described in note 3,
management is required to make judgements, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent from other sources. The estimates
and associated assumptions are based on historical experience and other factors that are
considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and future periods if the revision affects
both current and future periods.

Valuation of financial guarantee obligation - According to the IFRS 9, financial guarantee contract
is initially recognized at fair value and subsequently measured at higher of: a) the amount of loss
allowance for expected credit loss and b) the amount initially recognized less cumulative amount of
income. The initial fair value of the guarantee was assessed in reference to the annual guarantee
fee estimate which would be paid by a third party in an arms-length transaction. Expected credit
loss is calculated at the end of each reporting period using 12-month probability of default (PD) of
the underlying debt instruments. Fair value less cumulated amount of recognized income exceeded
the expected credit loss as at 31 December 2024 and 2023 (Note 14).
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Loss Given Default — Under guarantee agreement if borrower fails to cover loan, guarantors are
obliged to repay 100% of remaining loan balance, interest accruals, fines, commissions and all the

financial liabilities arised. Therefore, the Company estimated LGD and EAD as 100%.

Probability of Default — As guarantee (Other related party) is not assessed by Moody’s or Fitch,
management decided to apply highest PD rate 8.24% and 25.03% (PD rates of corporate issuers

rated lowest — “Ca-C” by Moody’s Investors Service) in 2024 and 2023, respectively.

5. REVENUE

During the years ended 31 December 2024 and 2023, 100% of total revenue of the Company

consisted of sales of tobacco products, GEL 128,238 and GEL 136,744, respectively.

6. COST OF SALES

During the years ended 31 December 2024 and 2023, cost of goods sold of the Company consisted

of tobacco products, GEL 119,736 and 127,228 GEL, respectively.

96% of purchases of tobacco products were from related parties for the year ended 31 December

2024 and 2023, respectively.

7. SELLING AND MARKETING EXPENSES

During the years ended 31 December 2024 and 2023 selling and marketing expenses of the

Company consisted of:

Personnel expenses

Fuel expenses

Repair and maintenance expenses

Expenses related to short-term lease and low-cost items
Transportation expenses

Other

TOTAL

8. GENERAL AND ADMINISTRATIVE EXPENSES

Year ended 31 Year ended 31
December 2024 December 2023

3,003 2,408

538 510

407 361

73 72

68 78

388 214

4,477 3,643

During the years ended 31 December 2024 and 2023 General and administrative expenses of the

Company consisted of:

Personnel expenses
Depreciation expense
Other operating expenses

TOTAL
20

Year ended 31

Year ended 31

December 2024 December 2023
809 875
187 225
224 176
1,220 1,276
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9.

10.

INVENTORY

At 31 December 2024 and 2023 inventory were as follows:

31 December 31 December
2024 2023
Tobacco products 5,173 2,946
Other 12 11
TOTAL 5,185 2,957

The cost of inventories recognised as an expense during the years ended 31 December 2024 and
2023 in respect of continuing operations was GEL 120,713 and GEL 128,103, respectively.
TRADE AND OTHER RECEIVABLE

At 31 December 2024 and 2023 accounts receivable, net of allowance for irrecoverable amounts,
were as follows:

31 December 2024 31 December 2023

Trade and other receivable 9,694 7,698
Less: expected credit loss (824) (464)
TOTAL 8,870 7,234

The expected credit loss recognised represents the difference between the carrying amount of
these trade receivables and the present value of the expected liquidation proceeds. The Company
does not hold any collateral over these balances. The concentration of credit risk is limited due to
the customer base being large and unrelated.

Analysis by aging of trade and other receivables is as follows:

- over 90
- less than 30 -31to 90 days days
31 December 2024 Not past due days overdue overdue overdue Total
Estimated total gross carrying 6,537 2,279 277 601 9,694
amount at default
Lifetime ECL (48) (92) (83) (601) (824)
ECL rate 1% 4% 30% 100% 9%
- over 90
- less than 30 -31to 90 days days
31 December 2023 Not past due days overdue overdue overdue Total
Estimated total gross carrying 6,284 1,056 179 179 7,698
amount at default
Lifetime ECL (126) (106) (53) (179) (464)
ECL rate 2% 10% 30% 100% 6%
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11.

12.

13.

Movements in the expected credit loss for the year ended 31 December 2024 and 2023, are as

follows:
31 December 2024 31 December 2023

Balance at the beginning of the year 464 404
Increase in loss allowance 520 60
Recovery of allowance (154) -
Write-off of previously provisioned balances (6) -
Balance at the end of the year 824 464

CASH AND CASH EQUIVALENTS
At 31 December 2024 and 2023 cash and cash equivalents were as follows:

31 December 2024 31 December 2023
Cash with banks 661 892
Cash on hand 319 543
TOTAL 980 1,435
None of the balances with banks are past due. No loss allowance is recognised for balances with
banks due to short-term nature. Bank balances include current accounts at banks in Georgia and
are used for the purpose of the daily activities of the Company.
As at 31 December 2024 and 2023 the majority of the Company’s cash in banks is with banks rated
by Fitch Ratings as B (short-term rating), BB- (long-term rating).
RETAINED EARNINGS
During the year 2024 and 2023, declared and paid dividends were GEL 3,522 and GEL 4,788,
respectively.
As of 31 December 2024 and 2023 retained earnings equal to GEL 2,635 and GEL 3,206,
respectively.
TRADE AND OTHER PAYABLE

Trade and other payable as at 31 December 2024 and 2023 were as follows:

31 December 2024 31 December 2023

Payable to suppliers 15,431 10,666
Salary payable 115 93
TOTAL 15,546 10,759

As at 31 December 2024 and 2023, 99% of total trade and other payables are related to Tbilisi
Tobacco JSC, which represents entities under common control.
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14,

FINANCIAL GUARANTEE OBLIGATION

The Company acts as a guarantor for three loans of related parties — two loans of other related
party and one loan of entity under common control.

On 9 June 2020, the Company along with Tobacco Holding LLC and Thbilisi Tobacco JSC (entities
under common control of Smart Capital Production LLC) signed a guarantee agreement with
Commercial Bank. The subject of the agreement was to act as a guarantor for Other related party’s
two loans from Commercial Bank received on 27 July 2016 and 27 July 2016, respectively. Both
loans bear interest rate of 6% and maturity till 26 December 2026. Limit of guarantee for
Geodistribution LLC, Thilisi Tobacco JSC and Tobacco Holding LLC equals to GEL 95,431 (USD 34,000)
in total, although, as of 31 December 2024 and as of sign-off date, the amount, for which the
companies are acting as guarantors amounts GEL 22,072 (USD 9,645) and GEL 22,901 (USD 8,400),
respectively.

The Company has not received any premium for the issued contracts, respectively, the fair value
was determined using a method that quantifies the economic benefit of the guarantee to the
holder. As of the inception of the guarantee contract the rate equaled to 2.5%, which resulted in
recognition of GEL 13,021 financial guarantee obligation in the statement of the financial position
of the Company.

In March, 2023 abovementioned loans and guarantee maturity were extended by two years. New
agreement met financial liability derecognition criteria according to IFRS 9. Respectively, previously
recognised financial guarantee obligation was derecognised and new balance was recognised in the
financial statements of the Company. The fair value at inception was determined using the same
method that quantifies the economic benefit of the guarantee to the holder and the rate equaled
to 3%. The Company calculated the amortized cost of new instrument using using discount rate 9%
which is market interest rate on loans issued in March 2023.

During 2021, the Company signed an another guarantee agreement with Commercial Bank. The
subject of the agreement was to act as a guarantor for Entity with common control’s Credit Line
from Commercial Bank. Respectively, the financial guarantee liability of GEL 1,275 was recognized.
Initial maturity of the guarantee was due to April, 2024. In April, 2024 the guarantee and loan
maturity was extended for additional year. New agreement met financial liability derecognition
criteria according to IFRS 9. Respectively, previously recognised financial guarantee obligation was
derecognised and new balance was recognised in the financial statements of the Company. The fair
value at inception was determined using the same method that quantifies the economic benefit of
the guarantee to the holder and the rate equaled to 3%. The Company calculated the amortized
cost of new instrument using using discount rate 9.2% which is market interest rate on loans issued
in April 2024.

At the end of the reporting period, the management of the Company have assessed the past due
status of the debts under guarantee, the financial position of the debtors as well as the economic
outlook of the industries in which the debtors operate, and concluded that there has not been

a significant increase in the credit risk since initial recognition of the financial guarantee contract.
Accordingly, the loss allowance for financial guarantee contract issued by the Company is measured
at an amount equal to 12-month ECL rate for unrated companies published Moody’s credit agency.

There has been no change in the estimation techniques or significant assumptions made during
the current reporting period in assessing the loss allowance for these financial instruments.
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15.

In both years the amount of loss allowance is lower than the premium less cumulative amortisation,

therefore no loss allowance was recognised in profit or loss for the financial guarantee contract.

The movement in the financial guarantee obligation during the year 2024 and 2023 was the

following:
GEL

As at 1 January 2023 8,235
Derecognition of previously recognised financial guarantee (6,983)
Initial recognition 11,348
Finance income (1,692)
Foreign exchange gain, net (131)
As at 31 December 2023 10,777
Derecognition of previously recognised financial guarantee (42)
Initial recognition 379
Finance income (2,170)
Foreign exchange loss, net 419
As at 31 December 2024 9,363

31 December 2024 31 December 2023
Financial Guarantee obligation — Short-term 136 149
Financial Guarantee obligation — Long-term 9,227 10,628
As at 31 December 2024 9,363 10,777

FINANCIAL INSTRUMENTS

Fair value measurements. 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, (i) 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 observable
market data (that is, unobservable inputs). Management applies judgement in categorizing financial
instruments using the fair value hierarchy. If a fair value measurement uses observable 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.

Financial assets carried at amortised cost. The estimated fair value of fixed interest rate
instruments is based on estimated future cash flows expected to be received discounted at current
interest rates for new instruments with similar credit risk and remaining maturity. Discount rates
used depend on credit risk of the counterparty. Carrying amounts of trade receivables and other
financial assets approximate fair values due to their short term maturities.

Liabilities carried at amortised cost. The estimated fair value of fixed interest rate instruments with
stated maturity was estimated based on expected cash flows discounted at current interest rates
for new instruments with similar credit risk and remaining maturity. Management of the Company
considers that the carrying amounts of financial liabilities recorded in the financial statements

approximate their fair values.

The fair value of cash and cash equivalents was determined using level 1 measurement and the fair
value of other financial assets and liabilities were determined using level 3 measurement.
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Capital risk management — The Company manages its capital to ensure that Company will be able
to continue as a going concern while maximizing the return to the equity holder through

the optimization of the debt and equity balance. Management of the Company reviews the capital
structure on a regular basis. Based on the results of this review, the Company takes steps to
balance its overall capital structure through the payment of dividends, as well as taking of new
loans and borrowings or redemption of existing loans and borrowings.

Major categories of financial instruments — The Company’s principal financial liabilities are trade
and other payables, lease liability and financial guarantee obligation. The main purpose of these
financial instruments is to raise finance for the Company’s operations. The Company has financial
assets such trade and other receivables and cash and cash equivalents.

31 December 31 December
2024 2023
Financial assets
Trade and other receivable 8,870 7,234
Cash and cash equivalents 980 1,435
Total financial assets 9,850 8,669

31 December

31 December

2024 2023
Financial liabilities
Lease Liability 257 77
Trade and other payable 15,546 10,759
Financial guarantee obligation 9,363 10,777
Total financial liabilities 25,166 21,613

The main risks arising from the financial instruments are foreign currency, interest rate, credit and
liquidity risks.

Geographical risk. The Company’s assets are located in Georgia and its business plans are critically
dependent on the stability and rule of law in the country. Georgia continues to display certain
characteristics of an emerging market. As such, the Company is exposed to any deterioration of
the business or legal environment within the country.

Foreign currency risk — Currency risk is the risk that the financial results of the Company will be
adversely impacted by changes in exchange rates to which the Company is exposed. The Company
undertakes certain transactions denominated in foreign currencies. The Company does not use any
derivatives to manage foreign currency risk exposure.

As of 31 December 2024 and 2023 the Company did not have assets denominated in foreign
currency.

As of 31 December 2024 and 2023 financial liabilities denominated in USD comprised financial
guarantee obligation in amount of GEL 9,363 and GEL 10,777, respectively.
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The table below details the Company’s sensitivity to strengthening/weakening of functional
currency against foreign currencies by 20% as at 31 December 2024 and 2023. The analysis was
applied to monetary items at the reporting date denominated in respective currencies.

As at 31 December 2024 USD impact

GEL/USD + 20% GEL/USD - 20%
Profit/(loss) before tax (1,872) 1,872
As at 31 December 2023 USD impact

GEL/USD + 20% GEL/USD - 20%
Profit/(loss) before tax (2,155) 2,155

Interest rate risk — Interest rate risk is the risk that changes in floating interest rates will adversely
impact the financial results of the Company. The Company does not have exposure to the interest
rate risk as Company is not financed via borrowed funds.

Credit risk. The Company is exposed to credit risk, which is the risk that a counterparty will not be
able to pay in full when due. The carrying amount of accounts receivable and the total of cash and
cash equivalents represent the maximum amount exposed to credit risk. Although collection of
receivables could be influenced by economic factors, management believes that there is no
significant risk of loss to the Company beyond the allowances already recorded.

In addition, the Company is exposed to credit risk in relation to financial guarantees given to the
other related party as described in note 14. The Company’s maximum exposure in this respect is
the maximum amount the Group could have to pay if the guarantee is called on.

As at 31 December 2024 and 2023, an amount of GEL 771 and GEL 2,248 has been estimated

as a loss allowance in accordance with IFRS 9, however, no loss allowance was recognised in profit
or loss because the fair value less cumulative amount recognised in profit or loss was higher than
the expected amount of loss allowance.

Liquidity risk. Liquidity risk is the risk that the Company will not be able to settle all liabilities as
they are due. The following tables detail the Company's remaining contractual maturity for its non-
derivative financial liabilities with agreed repayment periods as at 31 December 2024 and 2023. The
tables have been drawn up based on the undiscounted cash flows of financial liabilities based on
the earliest date on which the Company can be required to pay.

The amounts included in the following table for financial guarantee contracts are the maximum
amount the Company could be forced to settle under the arrangement for the full guaranteed
amount if that amount is claimed by the counterparty to the guarantee. Based on expectations

at the end of the reporting period, the Company considers that it is more likely than not that no
amount will be payable under the arrangement. However, this estimate is subject to change
depending on the probability of the counterparty claiming under the guarantee which is a function
of the likelihood that the financial receivables held by the counterparty which are guaranteed suffer
credit losses.
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Less than 1 1-3 3 months Carrying
month months to 1year 1-5year  5+years Total Amount
31 December 2024
Lease liability 13 26 116 227 - 382 257
Trade and other payable 15,546 - - - - 15,546 15,546
Financial guarantee
obligation 648 1,297 5,835 23,341 - 31,121 9,363
16,207 1,323 5,951 23,568 - 47,049 25,166
Less than 1-3 3 months Carrying
1 month months to 1 year 1-5 year 5+ years Total amount
31 December 2023
Lease liability 4 8 37 46 - 95 77
Trade and other payable 10,759 = - - - 10,759 10,759
Financial guarantee
obligation 621 1,243 5,591 29,820 - 37,275 10,777
11,384 1,251 5,628 29,866 - 48,129 21,613
16. RELATED PARTY TRANSACTIONS

Related parties include owners, affiliates and entities under common ownership and control with
the Company and members of key management personnel.

Related parties may enter into transactions which unrelated parties might not, and transactions
between related parties may not be effected on the same terms and conditions as transactions
between unrelated parties.

In considering each possible related party relationship, attention is directed to the substance of
the relationship, and not merely the legal form. The Company had the following balances and

transactions with related parties.

As of 31 December 2024, and for the year ended 31 December

2024
Entities under
common control Other Total
Trade and other payable 15,369 - 15,369
Lease liability 108 - 108
Financial guarantee obligation 136 9,227 9,363
Purchase of inventory 118,638 - 118,638
Selling and marketing expenses 113 - 113
Finance Income 360 1,810 2,170
Finance expense 14 - 14
Foreign exchange loss 57 362 419
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17.

As of 31 December 2023, and for the year ended 31 December

2023
Entities under
common control Other Total
Trade and other payable 10,660 - 10,660
Lease Liability - - -
Financial guarantee obligation 149 10,628 10,777
Purchase of inventory 124,121 - 124,121
Selling and marketing expenses 50 - 50
Finance Income - 1,692 1,692
Foreign exchange gain - 131 131

Compensation of key management personnel

The remuneration of key management personnel during the year 2024 and 2023 were short-term
benefits equal to GEL 238 and GEL 322, respectively.

CONTINGENCIES AND COMITMENTS

Financial Guarantees — On 9 June 2020, the Company along with Tobacco Holding LLC and Thbilisi
Tobacco JSC (entities under common control of Smart Capital Production LLC) signed a guarantee
agreement with Commercial Bank. The subject of the agreement was to act as a guarantor for
Other related party’s two loans from Commercial Bank received on 27 July 2016 and 27 July 2016,
respectively. Both loans bear interest rate of 6% and maturity till 26 December 2026.

In March, 2023 abovementioned loans and guarantee maturity were extended by two years. New
agreement met financial liability derecognition criteria according to IFRS 9. Respectively, previously
recognised financial guarantee obligation was derecognised and new balance was recognised in the
financial statements of the Company.

Limit of guarantee for Geodistribution LLC, Tbilisi Tobacco JSC and Tobacco Holding LLC equals to
GEL 95,431 (USD 34,000) in total, although, as of 31 December 2024 and as of sign-off date, the
amount, for which the companies are acting as guarantors amounts GEL 27,072 (USD 9,645-) and
GEL 22,901 (USD 8,400), respectively.

Legal proceedings — As at 31 December 2024 and 2023 the Company was not engaged in any
significant litigation proceedings. Management is of the opinion that no material unaccrued losses
will be incurred and accordingly no provision has been made in these financial statements.

Taxes — Georgian tax legislation in particular may give rise to varying interpretations and
amendments. In addition, as management’s interpretation of tax legislation may differ from that of
the tax authorities, transactions may be challenged by the tax authorities, and as a result the
Company may be assessed additional taxes, penalties and interest. The Company believes that it
has already made all tax payments, and therefore no allowance has been made in the financial
statements. 2022-2024 years remain open to review by the tax authorities.

Operating environment — 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
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18.

19.

influenced by the fiscal and monetary policies adopted by the government, together with
developments in the legal, regulatory, and political environment.

For the last few 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 2016-2024 paved the way, more can be expected as Georgia’s action plan for
achieving accession to the European Union continues to develop.

On 21 February 2022, the President of Russia signed the executive orders on the recognition of the
Donetsk People’s Republic and the Lugansk People’s Republic. On 24 February 2022 Russia started
invasion of Ukraine, which escalated to full-scale war between the countries.

Subsequent to these events, the US, UK, EU and other countries announced an extension of sanctions
on certain Russian officials, businessmen and companies. These developments may result in reduced
access of the Russian businesses to international capital and export markets, weakening of the
Russian Ruble, decline in capitals markets and other negative economic consequences.
Management of the Company is monitoring developments in the economic and political situation
and taking measures it considers necessary in order to support the sustainability and development
of the Company’s business for the foreseeable future. However, the consequences of these events
and related future changes may have a significant impact on the Company’s operations.

EVENTS AFTER THE REPORTING PERIOD

In 2025 the Company declared and paid dividends in amount of GEL 2,176.

The Company's outstanding trade payables to JSC Thilisi Tobacco, as of 31 December 2024, was fully
settled during January—February 2025.

APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved by the Management and authorized for issue on 15 August
2025.
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THE ENTITY’S BUSINESS DEVELOPMENT, PERFORMANCE AND POSITION

Geodistribution LLC (the "Company") is a limited liability company established in Georgia on May 5,
2011, in accordance with Georgian legislation. It is registered with the Thilisi Tax Inspection under
identification number 401958271. The Company's registered office is located at No. 7 Giorgi
Nadareishvili Street, Thilisi, Georgia.

Core Business Activities

Geodistribution LLC specializes in the wholesale distribution of tobacco products across Georgia. The
Company serves a diverse clientele, ensuring the availability of high-quality tobacco products throughout
the country. Its primary supplier is JSC Thilisi Tobacco, a manufacturing entity under the common control
of Smart Capital Production LLC. Notably, 98% of the Company's inventory is purchased from this related

party.
Product Portfolio
Rolling Tobacco:

e Pirveli: Introduced in November 2019, available in red and blue variants, and packaged in 50g
and 100g sizes. Known for its distinctive taste and affordable pricing, Pirveli exemplifies the
balance between quality and value.

e Rio: Launched concurrently with Pirveli, Rio offers a unique blend that facilitated its swift market
penetration in Georgia.

¢ American Gold: Debuted in December 2019, this product combines competitive pricing with
high-quality tobacco, attracting a substantial consumer base from inception.

e British Royal: Released in July 2020, British Royal represents premium quality tobacco that
quickly gained popularity among consumers.

Cigarettes:

e Pirveli: Recognized as the first Georgian cigarette brand, Pirveli has established a strong market
presence due to its high quality and nationwide availability.

e Pirveli Inter (Red and Blue): As one of the top-selling brands in the Georgian market, Pirveli Inter
was the Company's inaugural offering, distinguished by its consistent quality.

e Pirveli Premium Blue: An extension of the Pirveli brand family, this premium variant leverages

the established brand reputation and high-quality tobacco to secure consumer loyalty.

e American Gold: Introduced in 2023, this high-quality cigarette brand features renowned blends
such as Virginia, Oriental, and Burley tobaccos.

e Fargo: Launched in 2024, Fargo is a high-quality cigarette with a recessed charcoal filter,
produced exclusively for export markets. It is available in two packaging options, differentiated
by blend and nicotine content.
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Electronic Cigarettes:

In response to the growing popularity of e-cigarettes, the Company expanded its product line in 2022 to
include electronic cigarettes, catering to consumers seeking alternatives to traditional smoking.

Distribution Network

Geodistribution LLC maintains a comprehensive distribution network that ensures product availability
across all regions of Georgia. While JSC Thilisi Tobacco focuses on manufacturing, Geodistribution LLC
exclusively manages the distribution services, reinforcing its pivotal role in the supply chain.

Strategic Focus

The Company is committed to continuous improvement of existing products and the introduction of new
brands that align with consumer preferences. This strategic approach is integral to its corporate
management philosophy, aiming to meet market demands effectively.

Key Financial and Non-Financial Indicators of the Company

In 2024, the Company recorded revenue of GEL 128,238 (2023: GEL 136,744). The gross profit margin
comprised 7% in 2024 (2023: 7%).

2024 2023
Revenue 128,238 136,744
Gross profit 8,502 9,516
Net profit 4,184 6,399
Gross profit (%) 7% 7%
Net profit (%) 3.3% 4.7%
Return on Assets 26% 52%
Current ratio 0.96 1.07

Information on the Company's acquisition of its own shares during the reporting period
The Company acquired no shares in 2024 or 2023.

Overview of financial and non-financial risks of the company and appropriate mechanisms for risk
management

Risk management within the Company is carried out in relation to financial, operational and legal risks.
One of the components of financial risk is credit risk, which is the risk that a counterparty will not be able
to pay in full when due. Financial assets, which potentially subject the Company to credit risk, consist
principally of trade receivables and cash and cash equivalents. The Company has procedures in place to
ensure that goods are supplied to customers with an appropriate credit history, or alternative payment
procedures are put in place otherwise (for example, advance payments).

31



GEODISTRIBUTION LLC

MANAGEMENT REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2024
(In thousands of Georgian Lari)

The carrying amount of accounts receivable and the total of cash and cash equivalents represent the

maximum amount exposed to credit risk. Although collection of receivables could be influenced by
economic factors.

The Management believes that there is no significant risk of loss to the Company otherthanas a
provision for impairment of financial assets.

Market risk. The Company takes on exposure to market risks. Market risks predominantly relate to the
prices of goods determined by the market forces and thus setting limits on the price that can be charged
to the customer. Despite the Company having certain influence over the setting of prices for the
Georgian Market, its power is limited by actions of competitors such as main importers of the tobacco
products and Georgian Tax Authorities imposing/increasing taxes on the tobacco products.

Management sets limits on the value of risk that may be accepted, which are monitored on a regular
basis. However, the use of this approach may not prevent losses beyond these limits in the event of
more significantly unfavorable market movements.

Price dumping risk. The Company is exposed to the price dumping risk from the competitor’s side, which
has negative impact on the sale of cigarettes. During 2023 there were suspicions about alleged dumping
of filter cigarettes imported from Azerbaijan and Armenia. Based on the statement of the Company, the
National Competition Agency started an investigation, however, due to changes in the cigarette market —
increased prices on the competitor’s products, both the proceedings were requested to be terminated

by the Company. Respectively, the management believes that the sales volume of cigarettes will return
to the previous mark.

Geographic risk. The Company's assets are located in Georgia. The country continues to display some
features of the emerging market. As such, the Company is exposed to risks of deteriorating business
environment in Georgia.

Currency risk. In relation to currency risk, the Management sets limits on the level of risk in the currency
and on the whole. Positions are monitored on a monthly basis. Considering the fact, that absolute
majority of transactions are performed in local currency, the currency risk for the Company is limited to
the increased prices on tobacco products purchases, since the manufacturing company imports the
tobacco materials from foreign countries.

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

The Company manages liquidity risk by maintaining access to the debt capital and by continuously
monitoring forecasted and actual cash flows. Cash flow forecasting is performed in the operating entities
of the Company and aggregated by Company finance. Company’s finance department monitors the
Company's liquidity requirements to ensure it has sufficient cash to meet operational needs while
maintaining sufficient headroom on its undrawn committed borrowing facilities at all times so that the
Company does not breach borrowing limits.

Political risks. Unstable political environment could negatively impact the demand for products,
revenues and profitability. The management closely monitors the development of political environment,
to predict the potential development and make the necessary and adequate changes.

32



GEODISTRIBUTION LLC

MANAGEMENT REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2024
(In thousands of Georgian Lari)

Consumption of tax-paid cigarettes continues to decline. This decline is due to multiple factors,

including increased taxes and pricing, governmental actions, the diminishing social acceptance of
smoking, continuing economic and geopolitical uncertainty. Cigarettes are subject to substantial taxes.
Significant increases in cigarette-related taxes have been proposed or enacted and are likely to continue
to be proposed or enacted in numerous jurisdictions. These tax increases may affect our profitability and
profitabilty of industry as well.

In May 2024, the tax regulations related to the tobacco was relieved and the excise was halved from GEL
60 to GEL 30. Respectively, the new tax implications are believed to have positive impact on the sales of
tobacco products and the management expects the significant increase in further sales.

FUTURE OUTLOOK

The Company plans to expand its portfolio by developing products customized for international markets.
These products are believed to increase market share and increase revenue.

On behalf of the Management:
<

:0 7/70 \% (&‘f\)r ;:f'/;&n(\r\(\
Mamuka Tsintsabadze / Besik Melashvili A
General Director g Financial Manager

15 August 2025 15 August 2025
Thilisi, Georgia Thilisi, Georgia
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