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To the shareholder of DAGI LLC

Quialified Opinion

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

In our opinion, except for the possible effects of the matter described in the Basis for Qualified Opinion section
of our report, the accompanying financial statements give a true and fair view of the financial position of the
Company as of 31 December 2018, and of its financial performance and its cash flows for the year then ended
in accordance with International Financial Reporting Standards (“IFRSs”).

Basis for Qualified Opinion

The Company has loans issued to two related parties with total amount of Georgian lari 19,339,334. As
mentioned in note 6 to the financial statements these related parties are Mr. Gulordava, the Company’s owner
and head of supervisory board and Muzeumi LLC, an entity wholly owned by Mr. Gulordava. Loan receivable
from Mr. Gulordava as of 31 December, 2018 is Georgian lari 18,573,140 and loan receivable from Muzeumi
LLC for the same date amounts to Georgian lari 766,194. Financial statements show that balances of these
loans issued are significantly increasing year over year — increase from 2016 to 2017 it is Georgian lari 3.6
million and from 2017 to 2018 it is Georgian lari 2.2 million. Loans are unsecured and according to contract
terms both — the principal and interest amounts are repayable at the maturity dates which are 1 May 2022 and
30 September 2025 respectively. We were not able to obtain sufficient relevant audit evidence regarding
recoverability of these amounts. Any impairment adjustment to the carrying amount of loans issued would also
have relevant impact on the statement of profit and loss and on the amount of accumulated profit reported in
the statement of financial position.

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

Report on other legal and regulatory requirements

Management is responsible for the Management Reporting which they prepared and signed on 30 September,
2019. The Management Reporting comprises the information about the activities of the Company, risk analysis,
future plans and other matters as required by the Law of Georgia on Accounting, Reporting and Auditing.

In connection with our audit of the financial statements, our responsibility is to read the Management Reporting
identified above and, in doing so, consider whether the other information is materially inconsistent with the
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financial statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated
and to present relevant report.

In addition, our responsibility is to express an opinion whether the Management Reporting is prepared in
accordance with the requirements of the Law of Georgia on Accounting, Reporting and Auditing and includes
all required information.

If, based on the work we have performed, we conclude that there is a material misstatement in the
Management Reporting, we are required to report that fact and the substance of misstatement. We have
nothing to report in this regard.

Based on the work we have performed, in our opinion, in all material respects:

e the information given in the Management Reporting for the financial year for which the financial
statements are prepared is consistent with the financial statements; and

e the Management Reporting is prepared in accordance with the requirements of the Law of Georgia on
Accounting, Reporting and Auditing and includes all the information required by the Law.

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

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

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

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

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

o |dentify 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.

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

o 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.

Vakhtang Tsabadze Ketevan Ghambashidze

Managing Partner Engagement Partner

September 30, 2019
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Statement of financial position

In Georgian lari

Assets

Non-current assets
Property and equipment
Right of use assets
Intangible assets

Loans issued

Current assets

Inventories

Loans issued

Trade and other receivables
Cash and bank balances

Total assets

As of 31 As of 31

Note December 2018 December 2017
4 3,293,375 3,909,522
5 787,301 905,140
12,731 14,493

6 17,799,804 17,163,918
21,893,211 21,993,073

7 1,690,427 3,124,675
6 1,539,530 -
8 16,202,765 16,765,557
9 1,026,831 1,177,011
20,459,553 21,067,243

42,352,764 43,060,316

DAGI LLC
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Statement of financial position

(continued)

In Georgian lari

Equity and liabilities
Capital and reserves
Accumulated profit/(loss)

Non-current liabilities
Loans and borrowings
Obligations under finance lease

Current liabilities

Trade and other payables

Loans and borrowings

Obligations under finance lease
Income tax payable

Tax payable other than income tax

Total equity and liabilities

The financial statements were approved on September 30, 2019 by:

Mikheil Sharangia

Director

As of 31 As of 31

Note December 2018 December 2017
(1,433,420) 234,738

(1,433,420) 234,738

10 786,923 309,084
11 288,255 533,237
1,075,178 842,321

12 36,914,043 35,242,246
10 3,705,687 4,318,032
11 247,269 238,333
244,996 244,995

1,599,011 1,939,651

42,711,006 41,983,257

42,352,764 43,060,316

Gela Khizanishvili

Financial Director

The statement of financial position is to be read in conjunction with the notes to and forming part of the financial statements

set out on pages 11 to 38.
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Statement of profit or loss and

other comprehensive income

In Georgian lari

Revenue
Cost of sales
Gross profit

Other income

Administrative expenses

Other expenses

Results from operating activities

Finance income

Finance costs

Other financial items
Profit/(loss) before income tax

Income tax expense
Loss for the year

Other comprehensive income

Total comprehensive loss for the year

Year ended 31

Year ended 31

Note December 2018 December 2017
13 24,967,555 48,019,790
14 (22,071,762) (45,020,873)

2,895,793 2,998,917

15 184,586 13,582
16 (5,922,197) (4,114,513)
(364,094) (258,408)

(3,205,912) (1,360,422)

17 2,365,591 2,141,075
17 (628,502) (642,263)
18 (132,374) (94,386)
(1,601,197) 44,004

19 - (1,405,412)
(1,601,197) (1,361,408)

(1,601,197) (1,361,408)

The statement of profit or loss and other comprehensive income is to be read in conjunction with the notes to and forming

part of the financial statements set out on pages 11 to 38.
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Statement of changes in equity

In Georgian lari Accumulated

profit/(loss) Total
as of 1 January 2017 1,596,146 1,596,146
Loss for the year (1,361,408) (1,361,408)
as of 31 December 2017 234,738 234,738
Adjustment from the adoption of IFRS 9 (66,961) (66,961)
as of 1 January 2018 167,777 167,777
Loss for the year (1,601,197) (1,601,197)
as of 31 December 2018 (1,433,420) (1,433,420)

The initial application of IFRS 9 has led to an adjustment in retained earnings of Georgian lari (66,961).

The statement of changes in equity is to be read in conjunction with the notes to and forming part of the financial statements

set out on pages 11 to 38.
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Statement of cash flows

In Georgian lari

Cash flows from operating activities

Cash received from customers under construction contract

Cash paid to suppliers

Personnel costs paid

Other payments

Interest paid

Taxes paid other than on income tax
Net cash from operating activities

Cash flows from investing activities

Payments for property and equipment

Proceeds from disposal of property and equipment
Loans issued

Loans recovered

Net cash from/(used in) investing activities

Cash flows from financing activities
Proceeds from borrowing
Repayment of borrowing
Repayment of lease obligations

Net cash used in financing activities

Net increase/(decrease) in cash and cash equivalents

Foreign exchange effect on cash

Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year (refer to note

26)

Year ended 31
December 2018

Year ended 31
December 2017

34,852,291 58,722,951
(28,662,426) (43,402,607)
(2,455,983) (3,814,158)
(15,959) (364,475)
(672,272) (584,761)
(2,351,617) (8,215,222)
694,034 2,341,728
(15,560) (204,918)
83,012 61,900
(1,411,968) (4,661,102)
1,585,296 3,166,695
240,780 (1,637,425)
569,802 1,350,189
(1,159,694) (1,108,928)
(425,649) (390,905)
(1,015,541) (149,644)
(80,728) 554,659
(4,857) (25,273)
1,112,416 583,030
1,026,831 1,112,416

The statement of cash flows is to be read in conjunction with the notes to and forming part of the financial statements set out

on pages 11 to 38.
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Notes to the financial statements

1 Nature of operations and general information

Construction company DAGI LLC (the “Company”) which is a limited liability company, was established in 2003
and from the day of the establishment until now it carrying out construction-renovation-reconstruction work with
complete quality control. The Company’s sphere of business is quite wide. From the day of establishment until
now the Company has completed over 300 projects on the territory of Georgia. Taking into consideration the
existent experience, the company’s further development strategy contains construction work that has to do with
office spaces, living buildings, community parks, automobile infrastructure, irrigation engineering and drinking
water infrastructure.

The Company is controlled by Gogi Gulordava, citizen of Georgia, which owns 75% of the Company’s equity.
The other 25% are held by Tamar Chkhetia, the citizen of Georgia.

The average number of employees of the Company during 2018 was 857 employees (2017: 844 employees).

The registered address of DAGI LLC is: 29, Kazbegi str. Thilisi, Georgia
2 Basis of preparation

2.1 Statement of compliance

The financial statements have been prepared in accordance with International Financial Reporting Standards
(“IFRSs”) as issued by the International Accounting Standards Board (“IASB”). They have been prepared under
the assumption that the Company operates on a going concern basis.

In 2018 the Company has adopted new guidance for accounting for financial instruments (refer to note 2.5). This
guidance was applied using the transitional relief allowing the entity not to restate prior periods. Differences
arising from the adoption of IFRS 9 in relation to classification, measurement, and impairment are recognized in
retained earnings.

2.2 Basis of measurement

The financial statements have been prepared on the historical cost basis with the exception of certain financial
instruments that are stated at present discounted value of future cash flows.

2.3 Functional and presentation currency

The national currency of Georgia is the Georgian lari (“lari”), which is the Company’s functional currency, since
this currency best reflects the economic substance of the underlying events and transactions of the Company.

These financial statements are presented in Georgian lari (unless otherwise stated), since management believes
that this currency is more useful for the users of these financial statements. All financial information presented in
Georgian lari has been rounded to the nearest lari.

2.4 Use of estimates and judgment

The preparation of financial statements in conformity with IFRSs requires management to make critical
accounting estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period. Significant
areas involving a higher degree of judgment or complexity, or areas where assumptions and estimates are
significant to the financial statements are disclosed in note 21.1 to the financial statements. Although these
estimates are based on management’s best knowledge of current events and actions, actual results ultimately
may differ from those estimates and the original estimates and assumptions will be modified as appropriate in
the year in which circumstances change.
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2.5 Adoption of new and revised standards

In the current year the Company has adopted all of the new and revised Standards and Interpretations issued by
the International Accounting Standards Board (the “IASB”) and International Financial Reporting Interpretations
Committee (the “IFRIC”) of the IASB that are relevant to its operations and effective for annual reporting periods
beginning on 1 January 2018.

The nature and the effect of these changes are disclosed below. Although these new standards and amendments
are applied for the first time in 2018, except IFRS 15 and IFRS 16, these two standards are adopted early in
2016, they did not have a material impact on the annual financial statements of the Company.

New and revised standards and interpretations that are effective for annual periods
beginning on or after 1 January 2018

Amendments to IAS 40 Investment Property: Transfers of Investment Property

The amendments clarify that transfers to, or from, investment property can only be made if there has been a
change in use that is supported by evidence. A change in use occurs when the property meets, or ceases to
meet, the definition of investment property. A change in intention alone is not sufficient to support a transfer. The
amendment has no effect on the Company’s financial statements.

IFRS 9 Financial Instruments

IFRS 9 replaces IAS 39 Financial Instruments: Recognition and Measurement. The new standard introduces
extensive changes to IAS 39’s guidance on the classification and measurement of financial assets and introduces
a new “expected credit loss” model for the impairment of financial assets. IFRS 9 also provides new guidance on
the application of hedge accounting.

The adoption of IFRS 9 has impacted the following areas:

¢ the impairment of financial assets applying the expected credit loss model. This affects the Company’s trade
receivables and investments in debt-type assets measured at amortized cost. For contract assets arising from
IFRS 15 and trade receivables, the Company applies a simplified model of recognizing lifetime expected
credit losses as these items do not have a significant financing component (refer to note 23b)).

¢ measurement of investments in equity instruments of other entities - under IAS 39 investments in equity
instruments that do not have a quoted market price in an active market, and whose fair value cannot be
reliably measured, should not be measured at fair value, while IFRS 9 requires all investments in equity
instruments to be measured at fair value.

When adopting IFRS 9, the Company has applied transitional relief and opted not to restate prior periods.
Differences arising from the adoption of IFRS 9 in relation to classification, measurement and impairment are
recognized in retained earnings.

On the date of initial application, 1 January 2018, the financial instruments of the Company were reclassified as
follows:

In Georgian lari Measurement category Carrying amount
Opening
Closing balance balance
Original IAS IFRS 9 31.12.2017 Adoption of 01.01.2018
39 category category (IAS 39) IFRS 9 (IFRS 9)
Non-current financial
assets
Loans granted Loans and Amortized cost 17,163,918 - 17,163,918
receivables
(amortized
cost)
17,163,918 - 17,163,918
DAGI LLC
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In Georgian lari Measurement category Carrying amount

Opening
Closing balance balance
Original IAS IFRS 9 31.12.2017 Adoption of 01.01.2018
39 category category (IAS 39) IFRS 9 (IFRS 9)
Current financial assets
Trade and other Loans and  Amortized cost 10,521,853 (66,961) 10,454,892
receivables receivables
(amortized
cost)
Cash and cash equivalents Loans and  Amortized cost 1,177,011 - 1,177,011
receivables
(amortized
cost)
11,698,864 (66,961) 11,631,902
Total financial asset
balances 28,862,782 (66,961) 28,795,820
Reconciliation of statement of financial position balances from IAS 39 to IFRS 9 at 1 January 2018:
In Georgian lari
IAS 39 IFRS 9
carrying carrying Retained
amount Reclassi- Remea- amount earnings
31.12.2017 fication surement 01.01.2018 effect
Amortized cost (including
held to maturity in 28,862,782 - (66,961) 28,795,820 (66,961)
IAS 39)
Total financial asset
balances,
reclassification and 28,862,782 - (66,961) 28,795,820 (66,961)
premeasurement at 1
January 2018

IFRS 15 Revenue from Contracts with Customers

IFRS 15 and related Clarifications to IFRS 15 (hereafter referred to as "IFRS 15") replace IAS 18 Revenue, IAS
11 Construction Contracts, and several revenue-related Interpretations.

The new Standard has been applied retrospectively. Adoption of IFRS 15 had no effect on the opening
accumulated profits/(loss) of the Company.

For more details about accounting for revenue and the impact of adoption of the new standard please refer to
note 3.13.

IFRS 16 Leases

IFRS 16 presents new requirements and amendments to the accounting of leases. IFRS 16 will require lessees
to account for leases “on-balance sheet” by recognizing a “right-of-use” asset and a lease liability.

IFRS 16 also:
e changes the definition of a lease;

e sets requirements on how to account for the asset and liability, including complexities such as non-lease
elements, variable lease payments and option periods;

e provides exemptions for short-term leases and leases of low value assets;
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e changes the accounting for sale and leaseback arrangements;
e largely retains IAS 17’s approach to lessor accounting;
e introduces new disclosure requirements.

IFRS 16 is effective for annual periods beginning on or after 1 January 2019. Early application is permitted. The
Company has early adopted the IFRS 16 In these financial statements. For more details about accounting for
leases and the impact of adoption of the new standard please refer to note 3.5.

IFRIC 22 Foreign Currency Transactions and Advance Consideration

IFRIC 22 looks at what exchange rate to use for translation when payments are made or received in advance of
the related asset, expense or income.

IFRIC 22 addresses this issue by clarifying that the date of the transaction for the purpose of determining the
exchange rate to use on initial recognition of the related asset, expense or income (or part of it) is the date on
which the Company initially recognizes the non-monetary asset or non-monetary liability arising from the payment
or receipt of advance consideration.

If there are multiple payments or receipts in advance, the Company shall determine a date of the transaction for
each payment or receipt of advance consideration. For more details about accounting for leases refer to note
Error! Reference source not found..

Standards, amendments and interpretations to existing standards that are not yet
effective and have not been adopted early by the Company

At the date of authorization of these financial statements, certain new standards, amendments and interpretations
to existing standards have been published by the IASB but are not yet effective, and have not been adopted early
by the Company.

Management anticipates that all of the relevant pronouncements will be adopted in the Company’s accounting
policies for the first period beginning after the effective date of the pronouncement. Information on new standards,
amendments and interpretations that are expected to be relevant to the Company’s financial statements is
provided below. Certain other new standards and interpretations have been issued but are not expected to have
a material impact on the Company’s financial statements.

Amendments to IFRS 9: Prepayment Features with Negative Compensation

Under IFRS 9, a debt instrument can be measured at amortized cost or at fair value through other comprehensive
income, provided that the contractual cash flows are "solely payments of principal and interest on the principal
amount outstanding” (the SPPI criterion) and the instrument is held within the appropriate business model for
that classification. The amendments to IFRS 9 clarify that a financial asset passes the SPPI criterion regardless
of the event or circumstance that causes the early termination of the contract and irrespective of which party pays
or receives reasonable compensation for the early termination of the contract.

The amendments should be applied retrospectively and are effective from 1 January 2019, with earlier application
permitted. The Company’s management have not yet assessed the impact of these amendments on these
financial statements.

3 Significant accounting policies

3.1 Foreign currencies

Foreign currency transactions

In preparing the financial statements, transactions in currencies other than the functional currency are recorded
at the rates of exchange defined by the National Bank of Georgia prevailing on the dates of the transactions. At
each reporting date, monetary items denominated in foreign currencies are retranslated at the rates defined by
the National Bank of Georgia prevailing on the reporting date, which is 2.6766 lari for 1 US dollar and 3.0701 lari
for 1 euro as of 31 December 2018 (31 December 2017: 2.5922 lari for 1 US dollar, 3.1044 lari for 1 euro). Non-
monetary items are not retranslated and are measured at historic cost (translated using the exchange rates at
the transaction date), except for non-monetary items carried at fair value that are denominated in foreign
currencies which are retranslated at the rates prevailing on the date when the fair value was determined.
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3.2 Property and equipment

Property and equipment are stated at cost less accumulated depreciation and any accumulated impairment
losses. Cost comprises purchase price including import duties and non-refundable purchase taxes and other
directly attributable costs. When an item of property and equipment comprises major components having different
useful lives, they are accounted for as separate items of property and equipment.

The gain or loss arising on the disposal or retirement of an item of property and equipment is determined as the
difference between the sales proceeds and the carrying amount of the asset and is recognized in profit or loss.

Expenditure to replace a component of an item of property and equipment that is accounted for separately is
capitalized with the carrying amount of the component being written off. Other subsequent expenditure is
capitalized if future economic benefits will arise from the expenditure. All other expenditure, including repair and
maintenance, is recognized in profit or loss as incurred.

Depreciation is charged to profit or loss or is added to the cost of other asset on a reducing balance basis over
the estimated useful lives of the individual assets. Depreciation commences when assets are available for use.
The estimated useful lives are as follows:

Buildings and constructions — 20years
Machinery and heavy equipment — 5-10years
Furniture and office equipment — 5-10years
Vehicles and fittings — 5-10years
Other - Syears

As no finite useful life for land can be determined, related carrying amounts are not depreciated.

3.3 Intangible assets

Intangible assets, which are acquired by the Company and which have finite useful lives, are stated at cost less
accumulated amortization and impairment losses.

Amortization is charged to profit or loss or is added to the cost of other asset on a straight line basis over the
estimated useful lives of the intangible assets, which is estimated at 5 years for soft wares.

3.4 Impairment of property and equipment and intangible assets

Assets that have an indefinite useful life are not subject to amortization and are tested annually for impairment.
Assets that are subject to amortization are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognized for
the amount by which the asset’s carrying amount exceeds its recoverable amount.

Recoverable amount is the higher of net selling price and value in use. If the recoverable amount of an asset or
cash-generating unit is estimated to be less than its carrying amount, the carrying amount of the asset or cash-
generating unit is reduced to its recoverable amount. Impairment losses are recognized as an expense
immediately, unless the relevant asset is carried at a revalued amount, in which case the impairment loss is
treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset or cash-generating unit is
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impairment loss recognized for the asset
or cash-generating unit in prior years. A reversal of an impairment loss is recognized as income immediately,
unless the relevant asset is carried at a revalued amount, in which case any reversal of impairment loss is treated
as a revaluation increase.

3.5 Leases

The Company leases various machinery, equipment, vehicles and office premises. Rental contracts are typically
made for fixed periods of 2 to 10 years but may have extension options as described further in this note. Lease
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terms are negotiated on an individual basis and contain a wide range of different terms and conditions. The lease
agreements do not impose any covenants, but leased assets may not be used as security for borrowing purposes.

Leases are recognised as a right-of-use asset and a corresponding liability at the date at which the leased asset
is available for use by the Company. Each lease payment is allocated between the liability and finance cost. The
finance cost is charged to profit or loss over the lease period so as to produce a constant periodic rate of interest
on the remaining balance of the liability for each period.

The right-of-use asset is depreciated over the shorter of the asset's useful life and the lease term on a straight-
line basis.

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

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

e variable lease payment that are based on an index or a rate

e amounts expected to be payable by the lessee under residual value guarantees

e the exercise price of a purchase option if the lessee is reasonably certain to exercise that option, and

e payments of penalties for terminating the lease, if the lease term reflects the lessee exercising that
option.

The lease payments are discounted using the interest rate implicit in the lease, if that rate can be determined,
or the Company’s incremental borrowing rate.

Right-of-use assets are measured at cost comprising the following:
e the amount of the initial measurement of lease liability
e any lease payments made at or before the commencement date less any lease incentives received
e any initial direct costs, and
e restoration costs.

Payments associated with short-term leases and leases of low-value assets are recognised on a straight-line
basis as an expense in profit or loss. Short-term leases are leases with a lease term of 12 months or less. Low-
value assets comprise IT-equipment and small items of office furniture.

Variable lease payments
The Company has no lease with variable lease payments.
Extension and termination options

Extension and termination options may be included in lease contracts. Normally, the extension and termination
options are exercisable only by the Company and not by the respective lessor.

Critical judgements in determining the lease term

In determining the lease term, management considers all facts and circumstances that create an economic
incentive to exercise an extension option, or not exercise a termination option. Extension options (or periods after
termination options) are only included in the lease term if the lease is reasonably certain to be extended (or not
terminated). The assessment is reviewed if a significant event or a significant change in circumstances occurs
which affects this assessment and that is within the control of the lessee.

3.6 Inventories

Inventories are assets held for sale in the ordinary course of business or in the form of materials or supplies to
be consumed in the production process or in the rendering of services. Items such as spare parts, stand-by
equipment and servicing equipment are also recognized as inventories unless they meet the definition of property
and equipment.

Inventories are stated at the lower of cost and net realizable value. Net realizable value is the estimated selling
price in the ordinary course of business, less the estimated costs of completion and selling expenses. The cost
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of inventories is based on the first-in first out principle and includes expenditure incurred in acquiring the
inventories and bringing them to their existing location and condition.

3.7 Financial instruments

Recognition and derecognition

Financial assets and financial liabilities are recognized when the Company becomes a part to the contractual
provisions of the financial instrument.

Financial assets are derecognized when the contractual rights to the cash flows from the financial asset expire,
or when the financial asset and all substantial risks and rewards are transferred.

Financial liabilities are derecognized when they are extinguished, discharged, cancelled or expire.

Classification and initial measurement of financial assets

Except for those trade receivables that do not contain a significant financing component and are measured at
the transaction price in accordance with IFRS 15, all financial assets are initially measured at fair value adjusted
for transaction costs (where applicable).

Financial assets, other than those designated and effective as hedging instruments, are classified into the
following categories:

e amortized cost
e fair value through profit or loss (FVTPL)
e fair value through other comprehensive income (FVOCI).
In the periods presented the Company does not have any financial assets categorized as FVOCI.
The classification is determined by both:
o the Company's business model for managing the financial asset
e the contractual cash flow characteristics of the financial asset.

All income and expenses relating to financial assets that are recognized in profit or loss are presented within
finance costs, finance income or other financial items, except for impairment of trade receivables which is
presented within other expenses. A summary of the Company's financial assets by category is given in note 22.2.

Subsequent measurement of financial assets
Financial assets at amortized cost

Financial assets are measured at amortized cost if the assets meet the following conditions (and are not
designated as FVTPL):

¢ they are held within a business model whose objective is to hold the financial assets and collect its contractual
cash flows

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

After initial recognition, these are measured at amortized cost using the effective interest method. Discounting is
omitted where the effect of discounting is immaterial. The Company’s cash and cash equivalents, trade and most
other receivables fall into this category of financial instruments.

Financial assets at fair value through profit or loss (FVTPL)

Financial assets that are held within a different business model other than "hold to collect" or "hold to collect and
sell" are categorized at fair value through profit and loss. Further, irrespective of business model financial assets
whose contractual cash flows are not solely payments of principal and interest are accounted for at FVTPL. All
derivative financial instruments fall into this category, except for those designated and effective as hedging
instruments, for which the hedge accounting requirements apply (see below).
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Assets in this category are measured at fair value with gains or losses recognized in profit or loss. The fair values
of financial assets in this category are determined by reference to active market transactions or using a valuation
technique where no active market exists.

Impairment of financial assets

IFRS 9’s impairment requirements use more forward-looking information to recognize expected credit losses —
the "expected credit loss (ECL) model". This replaces IAS 39’s "incurred loss model". Instruments within the
scope of the new requirements included loans and other debt-type financial assets measured at amortized cost
and FVOCI, trade receivables, contract assets recognized and measured under IFRS 15 and loan commitments
and some financial guarantee contracts (for the issuer) that are not measured at fair value through profit or loss.

Recognition of credit losses is no longer dependent on the Company first identifying a credit loss event. Instead
the Company considers a broader range of information when assessing credit risk and measuring expected credit
losses, including past events, current conditions, reasonable and supportable forecasts that affect the expected
collectability of the future cash flows of the instrument.

In applying this forward-looking approach, a distinction is made between:

¢ financial instruments that have not deteriorated significantly in credit quality since initial recognition or that
have low credit risk ("Stage 1") and

¢ financial instruments that have deteriorated significantly in credit quality since initial recognition and whose
credit risk is not low ("Stage 2").

"Stage 3" would cover financial assets that have objective evidence of impairment at the reporting date.

"12-month expected credit losses" are recognized for the first category while "lifetime expected credit losses" are
recognized for the second category.

Measurement of the expected credit losses is determined by a probability-weighted estimate of credit losses over
the expected life of the financial instrument.

Previous financial asset impairment under IAS 39

In the prior year, the impairment of trade receivables was based on the incurred loss model. Individually
significant receivables were considered for impairment when they were past due or when other objective
evidence was received that a specific counterparty will default. Receivables that were not considered to be
individually impaired were reviewed for impairment in groups, which are determined by reference to the industry
and region of the counterparty and other shared credit risk characteristics. The impairment loss estimate was
then based on recent historical counterparty default rates for each identified group.

Trade and other receivables and contract assets

The Company makes use of a simplified approach in accounting for trade and other receivables as well as
contract assets and records the loss allowance as lifetime expected credit losses. These are the expected
shortfalls in contractual cash flows, considering the potential for default at any point during the life of the financial
instrument. In calculating, the Company uses its historical experience, external indicators and forward-looking
information to calculate the expected credit losses using a provision matrix.

The Company assess impairment of trade receivables on a collective basis as they possess shared credit risk
characteristics they have been grouped based on the days past due. Refer to Note 23 (b) for a detailed analysis
of how the impairment requirements of IFRS 9 are applied.

Classification and measurement of financial liabilities

As the accounting for financial liabilities remains largely the same under IFRS 9 compared to IAS 39, the
Company’s financial liabilities were not impacted by the adoption of IFRS 9. However, for completeness, the
accounting policy is disclosed below.

The Company's financial liabilities include loans and borrowings and trade and other payables. A summary of
the Company's financial liabilities by category is given in note 22.2.
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Loans and borrowings

Loans and borrowings are recognized initially at fair value, net of issuance costs associated with the borrowing.
The difference between fair value and nominal value is recognized in profit or loss, except when the borrowing
was received from the owners. In this instance the difference between fair value and nominal value is recognized
in equity as additional capital. Subsequent to initial recognition, loans and borrowings are stated at amortized
cost with any difference between cost and redemption value recognized in profit or loss over the period of the
borrowings on an effective interest basis. Interest and other costs incurred in connection with borrowings are
expensed as incurred as part of finance expenses, except for the borrowing costs that are directly attributable to
the acquisition, construction or production of a qualifying asset, which are capitalized as part of that asset.

Trade and other payables

Trade and other payables are stated at fair value and subsequently stated at amortized cost.

3.8 Cash and cash equivalents
Cash and bank balances comprise bank accounts.

For the purpose of the statement of cash flows, cash equivalents are short-term, highly liquid investments that
are readily convertible to known amounts of cash and which are subject to an insignificant risk of changes in
value. Cash equivalents are held for the purpose of meeting short-term cash commitments rather than for
investment or other purposes. The Company classifies investments as a cash equivalent if it is readily convertible
to a known amount of cash and is subject to an insignificant risk of changes in value.

3.9 Equity

The Company has no charter capital. Accumulated profit includes all current and prior periods’ retained profits.
Dividends are recognized as a liability in the period in which they are declared.

3.10 Provisions

A provision is recognized in the statement of financial position when the Company has a legal or constructive
obligation as a result of past event, and it is probable that an outflow of economic benefits will be required to
settle the obligation. If the effect is material, provisions are determined by discounting the expected future cash
flows at a pre-tax rate that reflects current market assessments of the time value of money and, where
appropriate, the risks specific to the liability.

The Company has a warranty policy, under which it promises customers to repair certain types of damage to
constructions completed. The amount of warranty provision is calculated taking into consideration historical
experience of the Company and expected warranty services for construction contracts being on warranty. The
company’s management determines the percentage of warranty costs from total construction contract amounts,
and it equals to 2,5 %.

3.11 Income tax

Current tax is the expected tax payable/(recoverable) on the taxable income/(loss) for the year, using tax rates
enacted or substantially enacted at the reporting date, and any adjustment to tax payable in respect of previous
years.

Changes in corporate income tax effective from January 1, 2017

Effective 1 January 2017, there are significant amendments to the Tax Code of Georgia, related to introduction
of a new model for corporate income taxation.

The new model (the “Estonian model of corporate taxation”) implies zero corporate tax rate on retained earnings
and a 15% corporate tax rate on distributed earnings, compared to the previous model of 15% tax rate charged
to the company’s profit before tax, regardless of profit retention or distribution. As a result of changes, starting 1
January 2017 companies will pay corporate income tax on earnings distribution (profit distributed to shareholders
as dividends) and on individual transactions that may be considered as indirect distribution of earnings (benefits,

DAGI LLC
Financial Statements
31 December 2018 19



gifts, payments, non-arm’s length cross-border transactions with related parties, expenses not related to
economic activities, etc).

The corporate income tax arising from distribution of dividends is recognized as an expense in the period when
dividends are declared, regardless of the actual payment date or the period for which dividends are distributed.
The tax rate is 15/85 of the amount of net distribution.

For tax payable on any dividends declared and paid in 2017 and later, from earnings accumulated prior to 2016,
tax credit is available for corporate income tax paid on undistributed earnings under the previous model.

According to the amended concept of corporate income taxation, there will be no temporary differences between
the carrying amounts of assets and liabilities in the statement of financial position and their tax bases. Therefore,
deferred tax assets and liabilities, as defined in IAS 12 Income Taxes, are not formed subsequent to 1 January
2017.

3.12 Employee benefits

Short-term employee benefits are benefits expected to be settled wholly before twelve months after the end of
the annual reporting period in which the employees render the related services and include wages, salaries and
bonuses.

The expected cost of bonus payments is recognized when and only when the Company has a present legal or
constructive obligation to make such payments as a result of past events and a reliable estimate of the obligation
can be made.

A present obligation exists when, and only when, the entity has no realistic alternative but to make the payments.

3.13 Revenue

The company generates revenue from construction services.

Revenue is recognized at an amount that reflects the consideration to which an entity expects to be entitled in
exchange for transferring goods or services to a customer.

The Company accounts for a contract with a customer only when all of the following criteria are met:

(a) the parties to the contract have approved the contract (in writing, orally or in accordance with other
customary business practices) and are committed to perform their respective obligations;

(b) the Company can identify each party's rights regarding the goods or services to be transferred;
(c) the Company can identify the payment terms for the goods or services to be transferred;

(d) the contract has commercial substance (i.e. the risk, timing or amount of the entity's future cash flows is
expected to change as a result of the contract); and

(e) itis probable that the Company will collect the consideration to which it will be entitled in exchange for the
goods or services that will be transferred to the customer. In evaluating whether collectability of an amount
of consideration is probable, the Company considers only the customer's ability and intention to pay that
amount of consideration when it is due. The amount of consideration to which the Company will be entitled
may be less than the price stated in the contract if the consideration is variable because the Company may
offer the customer a price concession.

A contract is an agreement between two or more parties that creates enforceable rights and obligations.
Enforceability of the rights and obligations in a contract is a matter of law. The Company consider different
aspects of the contracts, including adopted practices and processes in determining whether and when an
agreement with a customer creates enforceable rights and obligations. Contract does not exist if each party to
the contract has the unilateral enforceable right to terminate a wholly unperformed contract without compensating
the other party (or parties).

Combination of contracts

The Company combines two or more contracts entered into at or near the same time with the same customer (or
related parties of the customer) and accounts for the contracts as a single contract if one or more of the following
criteria are met:
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(a) the contracts are negotiated as a package with a single commercial objective;

(b) the amount of consideration to be paid in one contract depends on the price or performance of the other
contract; or

(c) the goods or services promised in the contracts (or some goods or services promised in each of the
contracts) are a single performance obligation.

Contract modifications

A contract modification is a change in the scope or price (or both) of a contract that is approved by the parties to
the contract. A contract modification exists when the parties to a contract approve a modification that either
creates new or changes existing enforceable rights and obligations of the parties to the contract. The Company
accounts for a contract modification as a separate contract if both of the following conditions are present:

(@) the scope of the contract increases because of the addition of promised goods or services that are
distinct; and

(b) the price of the contract increases by an amount of consideration that reflects the Company's stand-
alone selling prices of the additional promised goods or services and any appropriate adjustments to
that price to reflect the circumstances of the particular contract.

Identifying performance obligations

At contract inception, the Company assesses the goods or services promised in a contract with a customer and
identifies as a performance obligation each promise to transfer to the customer either:

(&) agood or service (or a bundle of goods or services) that is distinct; or

(b) a series of distinct goods or services that are substantially the same and that have the same pattern of
transfer to the customer.

Promises in contracts with customers

A contract with a customer generally explicitly states the goods or services that an entity promises to transfer to
a customer. Performance obligations do not include activities that an entity must undertake to fulfil a contract
unless those activities transfer a good or service to a customer.

Satisfaction of performance obligations

The Company recognises revenue when (or as) the Company satisfies a performance obligation by transferring
a promised good or service (ie an asset) to a customer. An asset is transferred when (or as) the customer obtains
control of that asset.

Performance obligations satisfied over time

An entity transfers control of a good or service over time and, therefore, satisfies a performance obligation and
recognises revenue over time, if one of the following criteria is met:

(a) the customer simultaneously receives and consumes the benefits provided by the entity's performance
as the entity performs;

(b) the Company's performance creates or enhances an asset (for example, work in progress) that the
customer controls as the asset is created or enhanced; or

(c) the Company's performance does not create an asset with an alternative use to the Company and the
entity has an enforceable right to payment for performance completed to date.

Measuring progress towards complete satisfaction of a performance obligation

For each performance obligation satisfied over time, the Company recognises revenue over time by measuring
the progress towards complete satisfaction of that performance obligation. The objective when measuring
progress is to depict the Company's performance in transferring control of goods or services promised to a
customer (ie the satisfaction of an entity's performance obligation).

The Company recognises revenue for a performance obligation satisfied over time only if the Company can
reasonably measure its progress towards complete satisfaction of the performance obligation.

In some circumstances (for example, in the early stages of a contract), the Company may not be able to
reasonably measure the outcome of a performance obligation, but the Company expects to recover the costs
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incurred in satisfying the performance obligation. In those circumstances, the Company recognises revenue only
to the extent of the costs incurred until such time that it can reasonably measure the outcome of the performance
obligation.

Performance obligations satisfied at a point in time

If a performance obligation is not satisfied over time as described in the above paragraph, the Company satisfies
the performance obligation at a point in time. To determine the point in time at which a customer obtains control
of a promised asset and the Company satisfies a performance obligation, the Company considers the
requirements and indicators of the transfer of control.

Measurement

When (or as) a performance obligation is satisfied, the Company recognise as revenue the amount of the
transaction price (which excludes estimates of variable consideration that are constrained) that is allocated to
that performance obligation.

Determining the transaction price

The Company considers the terms of the contract and its customary business practices to determine the
transaction price. The transaction price is the amount of consideration to which the Company expects to be
entitled in exchange for transferring promised goods or services to a customer, excluding amounts collected on
behalf of third parties (for example, some sales taxes). The consideration promised in a contract with a customer
may include fixed amounts, variable amounts, or both.

When determining the transaction price, the Company considers the effects of all of the following:

(a) variable consideration;
(b) constraining estimates of variable consideration;
(c) the existence of a significant financing component in the contract;
(d) non-cash consideration; and
(e) consideration payable to a customer.
Variable consideration

If the consideration promised in a contract includes a variable amount, the Company estimates the amount of
consideration to which the entity will be entitled in exchange for transferring the promised goods or services to a
customer.

At the end of each reporting period, the Company updates the estimated transaction price (including updating
its assessment of whether an estimate of variable consideration is constrained) to represent faithfully the
circumstances present at the end of the reporting period and the changes in circumstances during the reporting
period.

The existence of a significant financing component in the contract

When there is a significant financing component in the contract the Company presents the effects of financing
(interest revenue or interest expense) separately from revenue from contracts with customers in the statement
of comprehensive income. Interest revenue or interest expense is recognised only to the extent that a contract
asset (or receivable) or a contract liability is recognised in accounting for a contract with a customer.

Allocating the transaction price to performance obligations

Transaction price is allocated to each performance obligation so that the allocated amount depicts the amount of
consideration to which the entity expects to be entitled in exchange for transferring the promised goods or
services to the customer.

Changes in the transaction price

If after contract inception, the transaction price changes, the Company allocates changes to the performance
obligations in the contract on the same basis as at contract inception. Consequently, the Company does not
reallocate the transaction price to reflect changes in stand-alone selling prices after contract inception. Amounts
allocated to a satisfied performance obligation are recognised as revenue, or as a reduction of revenue, in the
period in which the transaction price changes.
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Contract costs
Incremental costs of obtaining a contract

The Company recognises as an asset the incremental costs of obtaining a contract with a customer if the
Company expects to recover those costs. Costs to obtain a contract that would have been incurred regardless
of whether the contract was obtained shall be recognised as an expense when incurred, unless those costs are
explicitly chargeable to the customer regardless of whether the contract is obtained.

Costs to fulfil a contract

The Company recognises an asset from the costs incurred to fulfil a contract only if those costs meet all of the
following criteria:

(a) the costs relate directly to a contract or to an anticipated contract that the Company can specifically
identify (for example, costs relating to services to be provided under renewal of an existing contract or
costs of designing an asset to be transferred under a specific contract that has not yet been approved);

(b) the costs generate or enhance resources of the Company that will be used in satisfying (or in continuing
to satisfy) performance obligations in the future; and

(c) the costs are expected to be recovered.
Costs that relate directly to a contract (or a specific anticipated contract) include any of the following:

(a) direct labour (for example, salaries and wages of employees who provide the promised services directly
to the customer);

(b) direct materials (for example, supplies used in providing the promised services to a customer);

(c) allocations of costs that relate directly to the contract or to contract activities (for example, costs of
contract management and supervision, insurance and depreciation of tools, equipment and right-of-use
assets used in fulfilling the contract);

(d) costs that are explicitly chargeable to the customer under the contract; and

(e) other costs that are incurred only because an entity entered into the contract (for example, payments to
subcontractors).

The following costs are recognised as expenses when incurred:

(@) general and administrative costs (unless those costs are explicitly chargeable to the customer under
the contract, in which case an entity shall evaluate those costs in accordance with paragraph 97);

(b) costs of wasted materials, labour or other resources to fulfil the contract that were not reflected in the
price of the contract;

(c) costs that relate to satisfied performance obligations (or partially satisfied performance obligations) in
the contract (ie costs that relate to past performance); and

(d) costs for which an entity cannot distinguish whether the costs relate to unsatisfied performance
obligations or to satisfied performance obligations (or partially satisfied performance obligations).

Amortisation and impairment

An asset recognised in accordance with the above paragraphs is amortised on a systematic basis that is
consistent with the transfer to the customer of the goods or services to which the asset relates. The Company
updates the amortisation to reflect a significant change in the Company's expected timing of transfer to the
customer of the goods or services to which the asset relates. Such a change is accounted for as a change in
accounting estimate in accordance with IAS 8.

The Company recognises an impairment loss in profit or loss to the extent that the carrying amount of an asset
exceeds the remaining amount of consideration that the Company expects to receive in exchange for the goods
or services to which the asset relates; less the costs that relate directly to providing those goods or services and
that have not been recognised as expenses.
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4 Property and equipment

In Georgian lari

Cost

as of 1 January 2017
Additions

Disposals

Reclassification from right of use
asset

as of 31 December 2017
Additions
Disposals
as of 31 December 2018

Accumulated depreciation and
impairment

as of 1 January 2017
Charge for the year
Eliminated on disposal

Reclassification from right of use
asset

as of 31 December 2017
Charge for the year
Eliminated on disposal
as of 31 December 2018

Carrying amount
as of 31 December 2017
as of 31 December 2018

Machinery and

Furniture and

Buildings and heavy office Vehicles and

Land constructions equipment equipment fittings Other Total
299,200 381,600 2,985,348 213,585 395,626 67,205 4,342,564
- 37,818 234,102 24,068 66,112 25,087 387,187

- - (130,543) (7,119) (95,328) - (232,990)

- - 1,440,557 - - - 1,440,557
299,200 419,418 4,529,464 230,534 366,410 92,292 5,937,318
- - 11,186 7,294 25,634 944 45,058

- - (83,524) - - - (83,524)
299,200 419,418 4,457,126 237,828 392,044 93,236 5,898,852
- 122,582 697,913 117,716 199,082 16,299 1,153,592

- 21,950 428,805 35,885 57,836 25,413 569,889

- - (83,522) (2,161) (69,804) - (155,487)

- - 459,802 - - - 459,802

- 144,532 1,502,998 151,440 187,114 41,712 2,027,796

- 24,752 457,633 32,141 57,022 16,680 588,228

- - (10,547) - - - (10,547)

- 169,284 1,950,084 183,581 244,136 58,392 2,605,477
299,200 274,886 3,026,466 79,094 179,296 50,580 3,909,522
299,200 250,134 2,507,042 54,247 147,908 34,844 3,293,375
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Property and equipment of the Company at the carrying amount of Georgian lari 2,507,042 have been pledged
as a security for loans and borrowings as of 31 December 2018 (31 December 2017: Georgian lari 1,794,009)
(refer to note 10).

Depreciation expense Georgian lari 95,513 (2017: Georgian lari 139,198) has been charged to cost of sales for
the year ended 31 December 2018 (refer to note 14).

5 Right of use assets

In Georgian lari Machinery Office space Total
Cost

as of 1 January 2017 2,040,729 458,191 2,498,920
Additions 767,100 - 767,100
Disposals (640,530) - (640,530)
Reclassification to property and equipment (1,440,557) - (1,440,557)
as of 31 December 2017 726,741 458,191 1,184,932
Additions - - -
disposals - - -
as of 31 December 2018 726,741 458,191 1,184,932

Accumulated depreciation

as of 1 January 2017 575,672 192,848 768,520
Charge for the year 67,451 49,769 117,220
Eliminated on disposal (146,146) - (146,146)
Reclassification to property and equipment (459,802) - (459,802)
as of 31 December 2017 37,175 242,617 279,792
Charge for the year 49,769 68,070 117,839
as of 31 December 2018 86,944 310,687 397,631

Carrying amount

as of 31 December 2017 689,566 215,574 905,140

as of 31 December 2018 639,797 147,504 787,301

Depreciation expense Georgian lari 67,189 (2017: Georgian lari 97,920) has been charged to cost of sales for
the year ended 31 December 2018 (refer to note 14).

The assets leased include various equipment, special machinery and trucks with one to two years of lease
term. The company has also rented an office with the term of 10 years.

6 Loans issued

In Georgian lari Interest As of 31 As of 31

rate Maturity December 2018 December 2017

Gogi Gulordava 20% 1-May-22 18,573,140 15,705,345

Muzeumi LLC 20% 30-Sep-25 766,194 1,458,573

Total 19,339,334 17,163,918
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. . As of 31 As of 31
In Georgian lari

December 2018 December 2017
Non-current portion of loans issued 17,799,804 17,163,918
Current portion of loans issued 1,539,530 -
Total 19,339,334 17,163,918

Borrowers are related parties to the Company — Mr. Gulordava is the Company’s owner and head of
supervisory board and Muzeumi LLC is an entity wholly owned by Mr. Gulordava. Loans are unsecured and
according to contract terms both — the principal and interest amounts are repayable at the maturity date. The
management believes the loans are not impaired. See also note 21.2 for more details.

7 Inventories
In Georgian lari As of 31 As of 31
December 2018 December 2017
Raw materials 1,240,038 2,800,692
Work-in-progress 432,573 258,545
Finished goods 17,816 65,438
1,690,427 3,124,675

Inventories of the Company at amount of Georgian lari 1,690,427 have been pledged as a security for loans and
borrowings as of 31 December 2018 (31 December 2017: Georgian lari 2,800,692) (refer to note 10).

8 Trade and other receivables

In Georgian lari As of 31 As of 31
December 2018 December 2017

Financial assets
Trade receivables 12,738,287 10,964,920
Allowance for impairment of receivables (4,094,692) (1,141,212)
Net trade receivables 8,643,595 9,823,708
Contract receivable 394,499 698,145
Due from employees 2,925,711 3,484,965
Advances and prepayments 4,238,960 2,758,739
16,202,765 16,765,557

All amounts are short-term. The net carrying value of trade receivables is considered a reasonable approximation
of fair value.

The average credit period on sales of goods and services is 234 days in 2018. No interest is charged on the
trade receivables.

All of the Company’s trade and other receivables in the comparative periods have been reviewed for indicators
of impairment. The impaired trade receivables are mostly due from customers in the business-to-business market
that are experiencing financial difficulties.

Note 23 (b) includes disclosures relating to the credit risk exposures and analysis relating to the allowance for
expected credit losses. The above comparative for impairment provisions refers to the IAS 39 measurement
basis which applied an incurred loss model, whereas the current year applies IFRS 9 which is an expected loss
model.

Refer to note 23 (a) for the currencies in which the trade and other receivables are denominated.
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9 Cash and bank balances

In Georgian lari

Bank accounts
Restricted cash

As of 31 As of 31
December 2018 December 2017
4,659 2,104
1,022,172 1,174,907
1,026,831 1,177,011

Refer to note 23 (a) for the currencies in which the cash and bank balances are denominated.

Restricted cash represents amounts used as a guarantee for certain large construction contracts according to

the requirements of certain clients.

10 Loans and borrowings

In Georgian lari Current Non-current
As of 31 As of 31 As of 31 As of 31
December December December December
2018 2017 2018 2017
Secured bank borrowings 2,996,951 3,832,730 440,338 -

Unsecured borrowings from

individuals and other companies 708,736 420,707 346,585 309,084
Bank overdraft - 64,595 - -
3,705,687 4,318,032 786,923 309,084

Current bank borrowings mature in 2019 and bear a weighted average interest rate of 11% annually (2017: 12%
annually). Non-current bank borrowings mature in 2021 and bear a weighted average interest rate of 11%
annually. Loans and borrowings are secured by property and equipment and raw materials (refer to notes 4 and
7). Bank borrowings are also secured by movable and immovable properties of individuals. The fair values of
loans and borrowings equal their carrying amount, as the impact of discounting is not significant.

11 Lease obligations

The Company’s heavy equipment, machinery and office space are held under lease arrangements. As of 31
December 2018, the net carrying amount of the right of use assets is Georgian lari 787,301 (31 December 2017:

Georgian lari 905,140).

Future minimum lease payments at the end of each reporting period were as follows:

In Georgian lari

Within one year
Lease payments

Finance charges
In second to fifth years inclusive
Lease payments

Finance charges

Net present value

Minimum lease payments

As of 31
December 2018

As of 31
December 2017

295,597 315,454
(48,328) (77,121)
247,269 238,333
319,641 615,241
(31,386) (82,004)
288,255 533,237
535,524 771,570
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The lease agreement for heavy equipment and machinery includes fixed lease payments and a purchase option
at the end of the 2 years lease term.

12 Trade and other payables

In Georgian lari As of 31 As of 31
December 2018 December 2017

Advances received for construction contract work 25,526,016 20,243,123
Trade payables 8,850,398 10,307,887
Contract liability 698,950 336,749
Payable to employees 396,528 2,531,786
Provision for guarantee liabilities under construction contracts 1,434,680 1,481,609
Other 7,471 341,092
36,914,043 35,242,246

The average credit period on purchase of certain goods is 145 days (2017: 83 days). No interest is charged on
the trade payables. The Company has financial risk management policies to ensure that all payables are paid
within the credit timeframe.

Advances received represents advances received for the construction contracts. The Company does not offset
advances received against construction receivables due to the fact that advances are received for specific sub-
works of the construction contracts and agreed term of advances amortization exists.

13 Revenue

In Georgian lari

Year ended 31
December 2018

Year ended 31
December 2017

Construction contract revenue 24,820,542 47,772,368
Revenue from the sale of goods 46,484 247,422
Other revenue 100,529 -

24,967,555 48,019,790

14 Cost of sales

In Georgian lari

Year ended 31
December 2018

Year ended 31
December 2017

Construction contract cost of sales 22,038,636 44,732,008
Cost of sales from the sale of goods 33,126 288,865
22,071,762 45,020,873
Construction contract cost of sales consist of:
Cost of materials 10,958,878 27,301,082
Cost of service 6,986,697 9,586,927
Payroll and related charges 3,663,294 7,058,426
Depreciation expense 162,702 237,118
Provision expense for expected guarantee costs - 418,595
Cost of bank guarantee 30,305 114,510
Business trips related to construction 219,884 15,350
Other 16,876 -
22,038,636 44,732,008
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15 Other income

In Georgian lari

Provision recovery for expected guarantee costs
Gain from disposal of property and equipment

16  Administrative expenses

In Georgian lari

Payroll and related charges
Bad debts expense

Service expenses

Vehicle maintenance

Tax penalties

Depreciation and amortization expense
Bank guarantee

Fuel

Insurance expenses
Membership fee

Utilities

Transportation expense
Communication

Bank charge

Other

17 Finance income and costs

In Georgian lari

Interest income on loans to related parties
Total finance income

Interest expenses on bank borrowings

Interest expenses on borrowings from individuals and other

companies
Interest expenses on finance lease liabilities
Total finance costs
Net finance income

18 Other financial items

In Georgian lari

Gain/(loss) from exchange differences on:
Financial assets measured at amortized cost
Financial liabilities measured at amortized cost

Year ended 31
December 2018

Year ended 31
December 2017

46,929 -
137,657 13,582
184,586 13,582

Year ended 31
December 2018

Year ended 31
December 2017

1,817,209 2,437,172
2,886,519 -

219,701 293,528

202,371 409,812

- 319

182,394 194,694

- 1,454

150,297 181,844

70,304 65,684

42,501 47,048

17,389 28,123

6,162 5,196

48,753 45,621

207,521 70,624

71,076 333,394

5,922,197 4,114,513

Year ended 31
December 2018

Year ended 31
December 2017

2,365,591 2,141,075
2,365,591 2,141,075
(480,693) (492,573)

(71,808) (99,211)

(76,001) (50,479)
(628,502) (642,263)
1,737,089 1,498,812

Year ended 31
December 2018

Year ended 31
December 2017

72,866 80,259
(205,240) (174,645)
(132,374) (94,386)
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19 Income tax expense

There were changes introduced to corporate income taxation model in the Georgian Tax Code effective from 1
January 2017 as a result of which, starting from 1 January 2017, companies pay corporate income tax on profit
distribution (dividends) to individuals and on certain transactions which may be considered as indirect distribution
of profits (benefits, gifts, payments and expenses not related to economic activities, etc.).

According to the amended concept of taxation, there are no temporary differences between the carrying amounts
of assets and liabilities in the statement of financial position and their tax bases, therefore no deferred income
taxes are recognized in financial statements as of 31 December 2016 and afterwards.

In the year 2018 corporate income tax is mainly related to loans issued to individuals during the year, which are
taxed at the time of issuance and tax is then recoverable when the loan is returned.

20 Subsequent events

There were no events after the reporting date which would require additional adjustments or disclosures in these
financial statements.

21  Critical accounting estimates and judgments

Estimates and judgments are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.

21.1 Critical accounting estimates

The Company makes estimates and assumptions concerning the future. The resulting accounting estimates may
be different from the related actual results. The estimates and assumptions that have a significant risk of causing
a material adjustment to the carrying amounts of assets and liabilities within the next financial year are discussed
below.

Bad and doubtful debts provision

The Company estimates collectability of trade receivables based on its experience and future expectations.
Actual collectability rates of receivables may differ from management’s current assessments. See details of
expected credit loss in note 23 b).

Calculation of completion stage

The Company recognizes construction revenue according to IFRS 15 Revenue from Contracts with Customers
by determination of the proportion of costs already incurred to total expected expenditure for each construction
contract. The management estimates the stage of completion of a contract by assessing actual expenditure
incurred as at reporting date and expected expenditure of work to be completed for the whole contract.

Recoverability of loans granted

The Company has significant loans granted to the owner of 75% of the Company and to the other related party
(see note 6). The recoverability of these loans fully depends on the financial capacities of these parties. As of
the date of signature of these financial statements the management’s expectation is that the Company will be
able to recover loans issued and no impairment is necessary to be recognised, however actual circumstances
in the future may differ from the management’s current expectations and estimates. The management
specifically obtained written confirmations from those related parties regarding these loans.

Useful lives of property and equipment

Management has estimated useful lives of the property and equipment. Management believes that estimated
useful lives of the property and equipment are not materially different from economical lives of those assets. If
actual useful lives of property and equipment are different from estimations, financial statements may be
materially different.
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Inventories

Management estimates the net realizable values of inventories, taking into account the most reliable evidence
available at each reporting date. The future realization of these inventories may be affected by future technology
or other market-driven changes that may reduce future selling prices.

Warranty provisions

Warranties represent an uncertainty because the management doesn’t know exactly when and/or how many
customers will submit warranty claims, and as far as the Company's warranties cover up to 4 years period from
completion of construction works, the timing of claims is also not certain, plus it is uncertain what kind of damages
will be reported and if they all will be reimbursed by manufacturer. Therefore actual results may differ significantly
from the management's current estimates.

21.2 Key assumptions concerning the future
Going concern considerations

In preparing the financial statements, management assesses the Company’s ability to continue as a going
concern and uses the going concern basis of accounting unless management either intends to liquidate the
Company or to cease operations, or has no realistic alternative but to do so.

The statement of profit or loss and other comprehensive income shows that contract revenue of the company is
significantly decreased over the reported period and as of 31 December 2018 it is at Georgian lari 24,967,555
(as of 31 December 2017 48,019,790) which, given the scale of the Company’s operations, may seem quite low.
In addition, the Company has significant liabilities towards employees for salaries and wages, which is about
27% of annual personnel expenses, thus meaning that the Company has over 3 month salary payable to
employees. Such review may cast doubts on the ability of the Company to continue operations in the foreseeable
future.

However, the Company management is convinced that the Company will continue operations without significant
decrease in activities. The management takes into consideration past experience and specifics of the Company’s
business. The management also considers that the Company has significant loans issued to related parties which
can be collected even before contractual maturity if emergency arises. The management specifically obtained
written confirmations from those related parties regarding these loans. The management also considers actual
events after the balance sheet date, which indicate that the Company is continuing operations with significant
increase. These financial statements of the Company have been prepared on a going concern basis, which
implies settlement of assets and liabilities in the normal course of business.

22  Financial instruments

22.1 Significant accounting policies

Details of the significant accounting policies and methods adopted, including the criteria for recognition and the
basis on which income and expenses are recognized, in respect of each class of financial asset, financial liability
and equity instrument are disclosed in note 22.

22.2 Categories of financial instruments

Note 3.7 provides a description of each category of financial assets and financial liabilities and the related
accounting policies. The carrying amounts of financial assets and financial liabilities in each category are as
follows:

Financial assets

In Georgian lari

31 December 2018 Amortized cost Total
Loans issued 19,339,334 19,339,334
Trade and other receivables 8,643,595 8,643,595
Cash and bank balances 1,026,831 1,026,831
29,009,760 29,009,760
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Financial liabilities

In Georgian lari

31 December 2018 Amortized cost Total
Obligations under finance leases 535,524 535,524
Loans and borrowings 4,492,610 4,492,610
Trade and other payables 8,857,869 8,857,869

13,886,003 13,886,003

The financial instrument classifications in the prior period are in accordance with IAS 39 as follows:

Financial assets

In Georgian lari Loans and
receivables
31 December 2017 (amortised cost) Total
Loans granted 17,163,918 17,163,918
Trade and other receivables 9,823,708 9,823,708
Cash and bank balances 1,177,011 1,177,011
28,164,637 28,164,637

Financial liabilities

In Georgian lari
Other liabilities

31 December 2017 (amortised cost) Total
Obligations under finance leases 771,570 771,570
Loans and borrowings 4,627,116 4,627,116
Trade and other payables 10,648,979 10,648,979

16,047,665 16,047,665

23 Financial risk management

The Company is exposed to various risks in relation to financial instruments. The main types of risks are market
risk, credit risk and liquidity risk.

The Company does not actively engage in the trading of financial assets for speculative purposes nor does it
write options. The most significant financial risks to which the Company is exposed are described below.

Financial risk factors

a) Market risk

The Company is exposed to market risk through its use of financial instruments and specifically to currency risk,
interest rate risk and certain other price risks, which result from both its operating and investing activities.

Foreign currency risk

The Company undertakes certain transactions denominated in foreign currencies. Hence, exposures to
exchange rate fluctuations arise.

Most of the Company’s transactions are carried out in Georgian lari. Exposures to currency exchange rates arise
from the Company’s overseas sales and purchases, which are primarily denominated in US dollars and Euro.

Foreign currency denominated financial assets and liabilities which expose the Company to currency risk are
disclosed below. The amounts shown are those reported to key management translated into Georgian lari at the
closing rate:
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ltem
As of 31 December 2018 US dollar

Financial liabilities

Loans and borrowings 717,789

Obligations under finance leases 411,649

Trade and other payables 547,789
1,129,437

Net position (1,129,437)

Iltem

As of 31 December 2017 US dollar

Financial liabilities

Borrowed funds 965,949
Obligations under finance leases 637,363

1,603,312
Net position (1,603,312)

The following table details the Company’s sensitivity to a 10% (2017: 10%) increase and decrease in Georgian
lari against US dollar. 10% (2017: 10%) represents management's assessment of the possible change in foreign
exchange rates. The sensitivity analysis includes only outstanding foreign currency denominated monetary items
and adjusts their translation at the period end for a 10% (2017: 10%) change in foreign currency rates. If Georgian
lari had strengthened against US dollar by 10% (2017: 10%) then this would have had the following impact:

In Georgian lari US dollar impact
Year 2018 Year 2017
Profit or loss (112,944) (160,331)

Exposures to foreign exchange rates vary during the year depending on the volume of overseas transactions.
Nonetheless, the analysis above is considered to be representative of the Company’s exposure to currency risk.

Interest rate risk

Interest rate risk is the risk that the fluctuations in market interest rates may adversely affect the Company's
financial position or its results of operations. As far as the Company has no floating interest rate liabilities the
management believes the Company is not exposed to material interest rate risk.

2018 Average interest rate

Contract Effective

Liabilities

Loans and borrowings

Georgian lari 13% 14%
US dollar 10% 10%
2017 Average interest rate
Contract Effective
Liabilities

Loans and borrowings

Georgian lari 15% 15%
US dollar 10% 10%
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b) Credit risk

Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in financial loss
to the Company. The Company is exposed to credit risk from financial assets, including cash and cash
equivalents held at banks, trade and other receivables.

The credit risk in respect of cash balances held with banks and deposits with banks are managed via
diversification of bank deposits, and are only with major reputable financial institutions.

The maximum exposure to credit risk is represented by the carrying amounts of the following financial
instruments:

As of 31
December 2018

In Georgian lari As of 31

December 2017

Financial assets at carrying amounts

Loans issued 19,339,334 17,163,918
Accounts receivable 12,738,287 10,964,920
Bank balances 1,026,831 1,177,011

33,104,452 29,305,849

Trade receivables

The Company applies the IFRS 9 simplified model of recognizing lifetime expected credit losses for all trade
receivables as these items do not have a significant financing component. In measuring the expected credit
losses, the trade receivables have been assessed on a collective basis as they possess shared credit risk
characteristics. They have been grouped based on the days past due.

The expected loss rates are based on the payment profile for sales over the past 12 months before 31 December
2018 and 1 January 2018 respectively as well as the corresponding historical credit losses during that period.
The historical rates are adjusted to reflect current and forwarding looking macroeconomic factors affecting the
customer’s ability to settle the amount outstanding. The Company has identified CPI inflation and unemployment
rates for retail customers and GEL/USD nominal exchange rate for business customers to be the most relevant
factors and according adjusts historical loss rates for expected changes in these factors. However, given the
short period exposed to credit risk, the impact of these macroeconomic factors has not been considered

significant within the reporting period.

Trade receivables are written off (i.e. derecognized) when there is no reasonable expectation of recovery.

On the above basis the expected credit loss for trade receivables as of 31 December 2018 and 1 January 2018

was determined as follows:

31 December 2018 Expected Gross carrying Lifetime expected
credit loss amount credit loss

Less than 1 month 1% 3,510,560 38,375
1 month to 3 months 12% 769,339 93,614
3 month to 6 months 5% 1,076,806 55,102
6 month to 1 year 14% 2,833,602 403,331
More than 1 year 7% 4,547,980 3,504,270
Total 32% 12,738,287 4,094,692
1 January 2018 Expected Gross carrying Lifetime expected
credit loss amount credit loss

Less than 1 month 1% 2,131,707 28,299
1 month to 3 months 8% 3,266,016 261,280
3 month to 6 months 5% 1,616,892 80,845
6 month to 1 year 100% 200,237 200,237
More than 1 year 17% 3,750,068 637,512
11% 10,964,920 1,208,173
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The closing balance of the of the trade receivables loss allowance as of 31 December 2018 reconciles with the
trade receivables loss allowance opening balance as follows:

In Georgian lari

2018 2017
Loss allowance as of 1 January calculated under IAS 39 1,141,212 1,141,212
Amounts restated through opening retained earnings 66,961 -
Loss allowance as of 1 January 2018 1,208,173 1,141,212
Loss allowance recognized during the year 2,886,519 -
Loss allowance as of 31 December 2018 4,094,692 1,141,212

c) Liquidity risk
Liquidity risk is the risk that the Company will be unable to meet its obligations.

The Company’s policy is to run a prudent liquidity management policy by means of holding sufficient cash and
bank balances, as well as highly liquid assets for making all operational and debt service related payments when
those become due.

The following table details the Company’s remaining contractual maturity for its non-derivative financial liabilities
with agreed repayment periods. The table has 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 table includes both
interest and principal cash flows.

2018 Non-interest Finance lease Fixed interest
bearing liability rate instruments Total

Weighted average
effective interest rate

(%) 10.34% 11%
Less than 6 months 8,857,869 137,542 3,483,212 12,478,623
6 months to 1 year - 109,728 337,742 447,470
1-5 years - 288,254 850,691 1,138,947
8,857,869 535,524 4,671,645 14,065,040

2017 Non-interest Finance lease Fixed interest
bearing liability rate instruments Total

Weighted average
effective interest rate

(%) 10.34% 12%
Less than 6 months 10,648,979 149,263 1,293,743 12,091,985
6 months to 1 year - 166,191 2,974,327 3,140,518
1-5 years - 615,241 371,194 986,435
10,648,979 930,695 4,639,264 16,218,938

The Company considers expected cash flows from financial assets in assessing and managing liquidity risk,
particularly its cash resources and trade receivables.

24  Fair value measurement

The Company provides an analysis of its assets and liabilities that are measured subsequent to initial recognition
at fair value, grouped into Levels 1 to 3 based on the degree to which the fair value is observable. These Levels
are described below:

e Level 1 -fair value measurements are those derived from quoted prices (unadjusted) in active markets
for identical assets or liabilities;

e Level 2 - fair value measurements are those derived from inputs other than quoted prices included
within Level 1 that are observable for the asset or liability, either directly (i.e. as prices) or indirectly
(i.e. derived from prices); and
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e Level 3 - fair value measurements are those derived from valuation techniques that include inputs for
the asset or liability that are not based on observable market data (unobservable inputs).

Financial instruments measured at amortized cost for which the fair value is disclosed

The carrying amount of the bank and individual borrowings are considered to be a reasonable approximation of
the fair value.

25 Capital risk management

The Company manages its capital to ensure that it will be able to continue as a going concern and provide
adequate return to stakeholders.

The capital structure of the Company consists of equity comprising issued capital, reserves and accumulated
profits and debt, which includes borrowings disclosed in note 10.

Management assesses the Company’s capital requirements in order to maintain an efficient overall financing
structure while avoiding excessive leverage. This takes into account the subordination levels of the Company’s
various classes of debt. The Company manages the capital structure and makes adjustments to it in the light of
changes in economic conditions and the risk characteristics of the underlying assets. In order to maintain or
adjust the capital structure, the Company may adjust the amount of dividends paid to shareholders, return
capital to shareholders, issue new shares, or sell assets to reduce debt.

The amounts managed as capital by the Company for the reporting periods are summarized as follows:

In Georgian lari As of 31 As of 31

December 2018 December 2017
Total equity (1,433,420) 234,738
Less: cash and bank balances (1,026,831) (1,177,011)
Capital (2,460,251) (942,273)
Total equity (1,433,420) 234,738
Borrowings 4,492,610 4,627,116
Obligations under finance leases 535,524 771,570
Overall financing 3,594,714 5,633,424
Capital to overall financing ratio (68%) (17%)

25.1 Business environment

Georgia continues to undergo political and economic changes. As an emerging market, Georgia does not
possess a developed business and regulatory infrastructure that generally exists in a more mature free market
economy. In addition, economic conditions continue to limit the volume of activity in the financial markets, which
may not be reflective of the values for financial instruments. The main obstacle to further economic development
is a low level of economic and institutional development, along with a centralized economic base, regional
instability and international economic crisis.

Decline in international prices of mining products, uncertainties due to possibilities of attraction of direct capital
investments, inflation, may lead to deterioration of the situation of Georgian economy and of the Company.
However, as the number of variables and assumptions involved in these uncertainties is big, management cannot
make a reliable estimate of the amounts by which the carrying amounts of assets and liabilities of the Company
may be affected.

Management of the Company believes that in the current conditions appropriate measures are implemented in
order to ensure economic stability of the Company.

25.2 Insurance

The Georgian insurance industry is in its development stage and many forms of insurance protection common in
other parts of the world are not yet generally available in Georgia. The Company does not have full coverage for
its assets or business interruption. Until the Company obtains adequate insurance coverage, there is a risk that
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the loss or destruction of certain assets could have a materially adverse effect on the Company’s operations and
financial position.

25.3 Taxes

The taxation system in Georgia is relatively new and is characterized by frequently changing legislation, which is
often subject to interpretation. Often differing interpretations exist among various taxation authorities and
jurisdictions. Taxes are subject to review and investigations by tax authorities, which are enabled by law to
impose severe fines and penalties.

These facts may create tax risks in Georgia substantially more than in other developed countries. Management
believes that it has adequately provided for tax liabilities based on its interpretation of tax legislation. However,
the relevant authorities may have differing interpretations and the effects could be significant.

26 Cash and cash equivalents

For the purpose of the statement of cash flows, cash and cash equivalents include cash on hand and in banks
and short-term investments with a maturity period of less than 3 months, net of outstanding bank overdrafts.
Cash and bank balances at the end of the financial year as shown in the statement of cash flows can be
reconciled to the related items in the statement of financial position, as follows:

In Georgian lari As of 31 As of 31 December
December 2018 2017

Cash and bank balances 4,659 2,104
Restricted cash 1,022,172 1,174,907
Bank overdraft - (64,595)
1,026,831 1,112,416

27 Reconciliation of liabilities arising from financing activities

The changes in the Company’s liabilities arising from financing activities can be classified as follows:

In Georgian lari Long-term Short-term Lease
borrowings borrowings liabilities Total

as of 1 January 2018 309,084 4,318,032 771,570 5,398,686
Cash-flows

Repayments - (2,615,593) (277,008) (2,892,602)

Proceeds 589,475 1,339,473 - 1,928,948
Non-cash

Proceeds - - - -

Interest accrued 4,896 557,440 76,001 638,337

Foreign exchange (10,197) 1,301 (8,896)

gain/loss

Reclassification (116,531) 116,531 (36,339) (36,339)

as of 31 December 2018 786,923 3,705,687 535,525 5,028,134

28 Related parties

The Company's related parties include its owners, key management and others as described below.

28.1 Control relationships

The Company is controlled by Gogi Gulordava, which owns 75% of the Company’s equity.
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28.2 Transactions with related parties

During the reporting year the Company had the following transactions with the related parties and as of the
reporting date had the following outstanding balances.

In Georgian lari

Transactions

Year ended 31
December 2018

Year ended 31
December 2017

Owners

Loans issued 1,204,565 4,642,770

Loans recovered 639,595 2,267,995

Accrual of interest income 2,302,823 1,898,193
Entities under common control

Loans issued 207,403 18,632

Loans recovered 945,701 898,700

Accrual of interest income 45,921 238,929

Acquisition of goods and raw materials 79,703 131,148

Acquisition of services 13,851 15,941

Proceeds from services 2,711,017 5,025,424
In Georgian lari

As of 31 As of 31

Outstanding balances December 2018 December 2017
Owners

Loans issued 18,573,138 15,705,345

Trade and other receivables 75,524 1,361

Trade and other payables (181,110) (42,290)

Obligations under financial leases (167,099) (203,812)
Entities under common control

Loans issued 766,195 1,458,573

Trade and other receivables 7,547,705 6,266,613

Trade and other payables 14,891 (511,199)

The outstanding balance of Georgian lari 18,573,138 (2017: Georgian lari 15,705,345) included in the “Loans
issued” represents accumulated balance of loans issued to the Company’s owner and head of supervisory board
Mr. Gogi Gulordava. During 2018 he took out loans totaling Georgian lari 1,204,565 (2017: Georgian lari
4,642,770) and returned to the Company Georgian lari 639,595 (2017: 2,267,995). The loan bears an annual
interest of 20%. The loan has no firmly stated defined repayment schedule, amounts are issued and received
based on the needs of the owner and availability of the cash resources at the Company. The management
considers this loan is not impaired as the borrower will eventually cover the outstanding amount in full.

28.3 Transactions with management and close family members

Key management received the following remuneration during the year, which is included in payroll.

In Georgian lari Year ended 31 Year ended 31

December 2018 December 2017

Salaries and bonuses 397,100 541,582
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° GrantThornton

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

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

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.

Vakhtang Tsabadze Ketevan Ghambashidze

Managing Partner / Engagement Partner

www.grantthornton.ge



Statement of financial position
(continued)

In Georgian lari As of 31 As of 31
Note December 2018 December 2017
Equity and liabilities
Capital and reserves
Accumulated profit/(loss) (1,433,420) 234,738
(1,433,420) 234,738
Non-current liabilities
Loans and borrowings 10 786,923 309,084
Obligations under finance lease 11 288,255 533,237
1,075,178 842,321
Current liabilities
Trade and other payables 12 36,914,043 35,242 246
Loans and borrowings 10 3,705,687 4,318,032
Obligations under finance lease 11 247,269 238,333
Income tax payable 244 996 244,995
Tax payable other than income tax 1,599,011 1,939,651
42 711,006 41,983,257
Total equity and liabilities 42 352 764 43,060,316

The financial statements were approved on September 30, 2019 by:

Mikhiejl Sharangia ¢y *\ Gela Khizanishvili

(20 S SO A

Director * .’ / £ | Financial Director
e b

PFat SR WL
| /<,

\ nY

The statement of financial position is to be read in conjunction with the notes to and forming part of the financial statements
set out on pages 11 to 38.
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(5) obsbodxgdo gdgomme oMol ©s3ogdoMgdbymo bgadg @ gmgdsbmsb, ob lLogs®osyom
bgandggd g gdsbmsb, @mdmols 3mbimgdymse owgbBogozo®gds dgydmos LoFomdmls
(opomomo, s@lgdymo bgandggagmmgdols aobobagdslimsb sgsgdodmgdom  goboFggo
dmdboby@gdol obobo®xgdo, ob @obsboMxgdo, MM gdoi ©sGogdoMgdbygmas gowslbsigd
5JB03mob  gmbg@gdmo  bgandgzd e gdol  gotdymgddo, GmIgmoi xgO oG  s@ol
©5d() 30390 900);

(3)  wobsbodxgdo  [od3mJdbol  ob  oydxmoglgdl  Lofs@dml  @gly@dlgdol  bodolbl,
Omd@golsiz  bofo®dm  dmdsgomTo  godmoygbgdls  Iglobidyamgdgemo  goggdbyagbdols
‘Jgbagengdols (56 gldygamgdol dog@ddgengdol) dobbom; wo

(3) dobsgmebgmos 53 obsbo®yxgdols sbab@ay@gds.

sbsboMx goo, MM gdoi M dgs@mEss ©s35gdoMgdemo bgmdgzd e gdslinsh (sb 3mby®gd e
Logo®oggom bgandgad g gdolmsb) dmozogh dgdwgao Loboli oboba®ygdl:

(o) bodgdom dognols sbsbmoygdgdol Jodsdomo sbsboxgdo (Fogomomsw, 0d woJo®sggdeyam
300ms  Lodamgdo ©s bganggsbgdo, Gmdmgdoz ©sdo@gdge  dmdbsbydgdsl 9§ 9396
9 dgome dJndbdsmgdganls);

(3)  Flbogrgdol  3oGEs30M0  sbobo®xo  (Jogomomsw, dmdbdodgdbamolbmgol  wodoMgdyero
dodbobygdol aobofggoe godmygbgdymo dolbsmgdo);

(a) ol aobsfomgdymo ©obobstxgdo, Gmdmgdoz PIgomme  sHol  ©sgegdo®gdymo
bgandgg e gdoliosb, ob bgendggm e gdols RoBaa gddo 3obbm@ (309 gy
boJdoobmdobmoeb  (Jsgogmoms, byandgz@mgdol  do@mgols s  dobo  Dglegangdols
30b@®maols sbsbo®xgdo, sbmggge © bgandgg0 g0 gdols 300md980ls
‘Yglsbeyga gomow godmygbgdymo 0blG@mydgb@gdols s dmFymdommdgdol 3g39ms);

() obsbodxgdo, @OmImgdoz  @ombsbop  gdggdmgosdgds  dmdbdomgdanols  dbMowsb
3bob@ayMgdols by dgzdgargdols godyegddo; ©s

(99  Ubgs @obobotxgdo, Gmdgmgdoi dbmmme 0doGmd asofggs, Gmd LoFo®@dmd aosgm@ds
dm3gdygmo bgandgi@gamgds (Bogsmomse, J39dgbsdmggdolmgol gopsbsbogamo msbbgdo).

LoFo®Imd bodxgdols Loboom gbws swos@ml dgdegan Lobols @obsbodyxgdo domo aofggolbomsbsgy:

(5)  bogdhomm ©s sdobol@dsgoygmo wobobstxgdo (08 dgdmbgggol aodws, Gmwpgbsg gL
sbsboxgbo  Gomlbsboe  gggdgdodgds  Jmdbdodgdemols  IbGowsob  obsbwoy®gosl

bgandggd e gdols godaya gddo;
(3)  Folbogngdol, Lodygdom  dogools ob  Lbgs @glydligdol ©obsiodagdo, @oi Foddmodgs
bgandggd g gdols gldgegdolsl s o@ solobs bgandgzdge gdols gslido;

(p) ©obosbadxgdo, GmImgdoi ©sgegdodgdgmos by dgi@gamgdbomn gomgomolifobgdym 9339
YgbOgengdgen  IgbobOygamgdbgan  gomegdymgdgdmseb (56 bofommddog gl ge 9dyen

Yglsbygagdgen  gom oy gogdmsb) (9.0. wobsbsMxgdo, MM gdoi ©sgogdoMgoymos
Fodlbygao 3g@ompgdol Lsddosbmdsbmsb); s

() obosbodxo, GmIgmmsb  dododmgdsdoiz  Lofo@dm  ggd  opagbl,  dgylerygargdgan

Yglsbygagdgen  go@Egdymgdgdmseb oMol sgogdodgdbymo, oy 9339 gl g gdye
Yglsbrygangdgan  goemgdygmgdgdmob (sb bofommddog dgbdgangdygan dgbsld g gdgan
320909 §593056).

3ImAG0bS30s @S gonRsldgds

bgdmombodbyeo 396J@gd0l dglodsdolo@ s@os@gdygmo sJ@ogol sdm@@GobsEos bodEogmogds
Lol gdo@dmom, Goi dggbodsdgds 0d bodmbenol ob dmdboby@gdols dmdbdo@mgdgem by yomsigdsl,
OmIganlioz gbgods s>@bodbyao oJGogo. gmddsbos gobosbargdl sdm@E0bsGosl, Gs3 sbobogls
d609gbgarmgob  (ggeogdl  3md3sbool 03 LoJmbanol  ob  dmdLobydgdols  ao@sigdols
dobogmebyan  gogddo, @mAgmmsbsi  gogdomdos sebodbygmo of@ogo. slgmo (3gmomgds
smoMoibgds  Amamez  dgosm@dgmo  sw@ogbgol  JgRsligdol  3gmromgds  dobl 8-ols
‘dgbodsdolsg.




(@0myadgbBo Fomdmowagbl obgerolbyGo m@ogobsaol ms@gdsbh)

3M335605 5@0o@mgdl bo@omli ao9Roliy@gdowsb dmygds-bodogdo 0d bmdsdpg, Go bmdomss
5JB0g0l Lado@sblim modgdymgds s@gde@dgds obsbmey®goso msbbol mgbmdsl, GMmIgmlsc
30335605 garmegds doowml 03 Lodmbanols ob dmdlsoby@mgdol Lsbsagerme, Gmdmgdlsi gbgds
5JB0g0; 08 sboboMyx gool godmgagdom, GMImgdoi YdyPsmmE ©s33d0Mgdymos S@bodbyao
LoJmbaol o6 8mdLaby@gdol Jofmwgdsbmseb s @M gdoi o0 0d6gb s@os@gdymo Gmym®3
bodx gdo.

W
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(@myadgbio Fomdmowagbl obgeroly@o m@mogobsarol ms@gdsbh)

4

d0®00)0R0 1OTIORIBIdO
@o®0 mgobols
356560~ >d @ g0emdo,
dgbeds oboasMgdo ©s S39NX0 © Lo@@sbl3m@E M
dofo bopgdmdgdo N [GRINCIUTN sbsaomgdo Lodygomgdgdo Lbgo Lgeo

©0M oY 9o
2017 §aools 1 0sbgomo 299,200 381,600 2,985,348 213,585 395,626 67,205 4,342,564
Ygdmlgens - 37,818 234,102 24,068 66,112 25,087 387,187
aobgans - - (130,543) (7,119) (95,328) - (232,990)
9300b0K0g>30s >JBoggools

3530yggbgdols ggmgdom - - 1,440,557 - - - 1,440,557
2017 §avol 31 ©g393d960 299,200 419,418 4,529,464 230,534 366,410 92,292 5,937,318
Ygdmlgens - - 11,186 7,294 25,634 944 45,058
aobgans - - (83,524) - - - (83,524)
Jos Ind@omds 299,200 419,418 4,457,126 237,828 392,044 93,236 5,898,852
WOFAIZOEO GFI0S @

o995 bymgds
2017 §aools 1 0sbgomo - 122,582 697,913 117,716 199,082 16,299 1,153,592
Fenols 3ggms - 21,950 428,805 35,885 57,836 25,413 569,889
2olgemol Ygogaoe geodobo@gods - - (83,522) (2,161) (69,804) - (155,487)
G930550K0g5300 >JH0oggdols

359mygbgdols gaangdom - - 459,802 - - - 459,802
2017 Farol 31 3995960 - 144,532 1,502,998 151,440 187,114 41,712 2,027,796
Fenols 3ggms - 24,752 457,633 32,141 57,022 16,680 588,228
3olgarol Jgegaswe garodobo®gds - - (10,547) - - - (10,547)
2018 Farols 31 gg93d9m0 - 169,284 1,950,084 183,581 244,136 58,392 2,605,477
bsdoasblbier @omydaangds
2017 §avol 31 ©g393d960 299,200 274,886 3,026,466 79,094 179,296 50,580 3,909,522
2018 Farols 31 gg93d9m0 299,200 250,134 2,507,042 54,247 147,908 34,844 3,293,375

0bsblGo

B op0
:

bG0Tp 900

X
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(@0myadgbBo Fomdmowagbl obgerolbyGo m@ogobsaol ms@gdsbh)

3M335600l dodomswo Lodgomgdgdo bosw@oibgm modgdygegdom 2,507,042 @os@o howgdygemos
Omama3 Lgbbols yomsb@os 2018 Farols 31 ©g39ddM0l dpamds®gmdom (2017 Fanols 31
dgmdstigmdon 1,794,009 @s@o) (Bodstimgon 10—g dgbodgbsls)

(339900l bodixo 2018 Farol 31 g399@ols dpmdsdgmdom 95,531 ansdo (2017 Fonols 31
09399060l dpamdsdgmbom 139,198 @omo) woBogbymos Ggomobsizools mgommodgdyge gdoby.

5 dIB03380L 853(MJI6ISOL ABRIdS
SO0 s dezomemds ogobol Logdsy Tgem
@0@Y37an93s
2017 §Faools 01 osbgs®o 2,040,729 458,191 2,498,920
Ygdmligans 767,100 - 767,100
3oligas (640,530) - (640,530)
9320510503530 doMomosw Lsdgoagdgddo (1,440,557) - (1,440,557)
2017 Gaools 31 g399d960 726,741 458,191 1,184,932
d9gdmlgans - - -
dobgeRo - - -
2018 Feools 31 yg990960 726,741 458,191 1,184,932

LOFAOFOL0 (GIMS

2017 Faool 01 osbgo@o 575,672 192,848 768,520
Fenols 3ggmo 67,451 49,769 117,220
2obgaol Ygegaswe gmodobodgds (146,146) - (146,146)
9320510503530 doMmomsw Lsdgsmgdgodo (459,802) - (459,802)
2017 Faools 31 gg399d960 37,175 242,617 279,792
Feools ggms 49,769 68,070 117,839
2018 Fanols 31 ©g39dd960 86,944 310,687 397,631

bsdoamsblber mo@ydaenyds
2017 Geools 31 ©g393dg60 689,566 215,574 905,140
2018 Feools 31 g39dd9@0 639,797 147,504 787,301

(339900 bodixo 2018 Fanol 31 3990l dpmds@gmdom 67,189 @omo (2017 Fogools 31
09399060l dpamdodgmdom 97,920 @as®o) sMogbygmos Mgommobszools mgommomgdygem gdotby
(obogngm dgbodgbs 14)

0xXoM0m S@gd o 5J@oggdo dmoisgl bbgoswslbgs Ggdobsl, L3gEaos@mad dsbgsbo-
sbsEasMgdls s LoGgodmem 3o5bobgdl, MmBagdloE g Lsoxs®m gos gohmopsh m@
Faodg. 303356058 oliggg oJodogs mgolo 10 Fanol gowom.

6 35GJFIR0O ILLIBdO
@s@o 3omEgd ol
boddmEgbBm ‘YgbOygargdols 2018 Genols 31 2017 §eools 31
36543900 3500 94935940 ©949359%0
30 JYLOOESGS 20% 1-May-22 18,573,140 15,705,345
3L 3y9bgydo 20% 30-Sep-25 766,194 1,458,573
Lo 19,339,334 17,163,918

B wop0
BoboblG0 obpoG0 T gde
2018 Famols 31 wgggddgGo 31

I




(@0myadgbBo Fomdmowagbl obgerolbyGo m@ogobsaol ms@gdsbh)

R
3539990 bglbboli a@dgengsmosbo bsfogno 17,799,804 17,163,918
3539990 Lglbol dodoboty bofogo 1,539,530 -
beeo 19,339,334 17,163,918

glbgdargdols 3md3sbools og0gd0Mmgdyao dbsMggoo s@0sb — do@mbo yymm@Esgs >sGols 3mddsbools
dgmmogmo s Lodgmgomygdgm Loddml bgaddmgsbgmo, bomem 3L “d9bgydl” Jnmosbs Gammdls
do@mMbo ay@meEsgs. gl bglbgdo o@ s@oli 9b@aybggmymgomo s by dgzdamgools 30Hmdgo0ls
Ygbododolow - dodol o 3OmEg6HOL Mmsbbgdo osRsGPmos gowol sdm§y@mgedwy. 3969xdgbdL doshbos,
@m3d Lglbgdo s@ 5@l Foyxsby@gdgmo. sliggg, ©sdo@goomo 0bgm®dszoolingol obogrgm dgbodgbs 21.2.

7 35650380

M0 2018 {enols 31 2017 §eools 31
©949909G0 ©949909G0
by 9o 1,240,038 2,800,692
odmoggdgemo [o®dmgds 432,573 258,545
dbs 3Omeygdios 17,816 65,438
1,690,427 3,124,675

3M33sbools oMo gdo s@ols 1,690,427 @odol mo®gdyengdols, Goi [oddmowygbl 2018 {enols 31
093990G0L Jpamdhgmdom smgdgmo bylbgdol 9b@ybggagmasl (2017 Farols 31 ©939969@L:
2,800,692) (obogrgo dgbodgbs 10).

8 LO3o8®M™M KRS L3> 3MMBM36350

@SM0 2018 Fanols 31 2017 Gaools 31
294930940 ©949309G0
20656950 S f50g960
bogod®m dmmbmgbgdo 12,738,287 10,964,920
bogod®m dmmbmgbgdol aoyxnslydgds (4,094,692) (1,141,212)
{dobos Logod®m dmmbmgbgdo 8,643,595 9,823,708
bogmb@®sd@m dmmbmgbs 394,499 698,145
donbmgbs 056539MMIengdmsb 2,925,711 3,484,965
5356Lgd0 s Foboslifod aopabrgdo 4,238,960 2,758,739
16,202,765 16,765,557

4gges mobbs s@ol dmgaggeosbo. Logokdm dJmmbmgbgdol Fdobos Lodosmsblm @o®gdya gds
aobobogngds Lsdo@menosbo mo®gdyamgdols ambogdgen dJosbamadso.

LoJmbanols o dmdboby@gdols aogowgols Lodgemm bsg@goodm 3g@ompo 2018 Fanolmgol s@ols
234 ©@y. 3GmEgbH0 5@ gmoibgds Logodk®m gommogdyagdgdl.

3M335b00ls Logod@m ©s Lbgs dmmbmgbgdo Lbgswslibgs dglopsdol 3g@omegddo gowsobgos
3598oLM gool Iohggbgdmgdmseb odo@mgdsdo. goyaslydgdygmo Logod@m dJmmbmgbgdo s@ols
Fom8mJdbogno domomssw dmdbdsmgdagdol db@owsb d0bbglido-60bbgl dobModby, Mmdamgdos
50bsblyd LoGmgmggdls gobooosh.

‘dgb0dgbs 23 (d) Jmoogl aodgmoegbgdsl, Mmdganoi gbgds Lsg@godm @olgol gjlidmboiosl s
sbsgnobls, Omdgeno; 05353d0@ gdgeos dobognmobgan Lo 3 goodm boBo@msb.
Dgdmmnblgbgdygmo gognsby®gdol sbodmogbo gbgds dsbl 39-0b aobmdgol Loggydggels, Mmdgaro

B wop0
#0656LG0 9606«

2018 Famols 31 wagy:



(@0myadgbBo Fomdmowagbl obgerolbyGo m@ogobsaol ms@gdsbh)

35dyggbgdga  0dbs  bodogmol  sbobwoydgdol  dmpgaolmgol, bearem  dodwobsdg  §genls
3odmoygbs gobil 9, dmIgaroi Fodmdmowagbls dbsmmbgmo bodsgols Jmwgeols.

Logod®@m @ bbgs dmmbmgbgbol gomy@gdols ©gbmdobo®gdyao dohggbgdemgdolongol obomgm
‘dgbo'dgbs 23 (d).

9 BIR0O BINDI VS 156563 S635H()FIdDbI

@ 5®0 2018 Fanols 31 2017 {eools 31
©9399%9®0 ©939909®0
Lodobgm obas®odgdo 4,659 2,104
dgbpygoymo gymo 1,022,172 1,174,907
1,026,831 1,177,011

gmoo Loblmgdol gomyg@gdols dobgwgom asbsfoemgdobsmgols obogngm dgbodgbs 23 (o).

dgbeygogmo ggmo  [od8mopagbls ao®sob@osl, @mdgmoi aodmoyggbgds oM 3ggueo oo
153dgbgdemm 3mb@AsJGgdolmgol bmyoghmo geogb@ols dmmbmgbols dglsdsdobs.

10 LJILbJBO)
M0 dodobsdy 30dgengsosbo
2018 (eools 2017 §eools 2018 §eools 2017 §eools
31 31 31 31
093993900 09399090 093990900 09399590

2bOYbggegmgomo Lgbbgdo
10bsblg®o 0bLE0RYBId0lSh 2,996,951 3,832,730 440,338 -
>M59bObggeygmgomo Lgbbgdo

bbgo 3o®gools o

3335609300356 708,736 420,707 346,585 309,084
390LA>GHO - 64,595 - -
3,705,687 4,318,032 786,923 309,084

d0dobotg Lodobgm Lglbgdo Legmogds 2019 Fganl s 5@ 9ol Lodgogmm dgfmbogn Fenoy@
11%-1 (2017 §gaols: Farogd 12%-b). a@dgergs@osbo bodobgm Lbglbgdo Logemogds 2021 Fgeol ©o
>@oMgdl  Lodgogmm  dgfmbogr  Feoyd  11%-L.  Lglbbgoo  gb@ybggaygmgogmos  doGomswo
Lodygoagdol s bgoagymon (oboagmn dgbodgbs 4 wo 7). sbggg, Lodobgm Lglbbgdo s@ols
9bOYbggemgmagomo  obpogopgdol dmddsgo ©s yddogo  Jmbgdom. Lglbbgool Lodos@meanosbo

®0Mgdymgdgdo  Go@os domo Jodpobsmyg oMgdyagdol, GoEyob Gobwsgmmgdols aogmgbs
43b0dgbgenms.

11 LO0XIA() 3ORILOBLORIRTSOL 3ORRISIRIdS

3M335b00ls 3d0dg Bgdbogs, 935M5@7MS s Lomgoly Godmo smgdgaos Lsoxsmm dgmsbbdgdom.
2018 Farols 31 ©gg399d@0l dJpamds@gmdom 5JBoggdo godmygbgdol gamgdom, F0bws Ladsgsblim
®0Mgdgmgds Fodmopagbli 787,301 @odl (2017 Fanol 31 09399000l dpgmdsdgmbom: 905,140

@ ls).
4mggeoo bosbas®odygdm 3g@omeol dm@ml oxs®ol dobodsenydo aopsbogdo ogm dgdwogyo:

Goboblig@o obys®
2018 Famob 31 g,




(@0myadgbBo Fomdmowagbl obgerolbyGo m@ogobsaol ms@gdsbh)

ESM0 dobodogy@mo booxs®m ao@obsbawo
2018 ool 31 2017 ool 31
93995960 ©9499590

gomo Faool 39®omedo
Looxs®m aomsbogdo 295,597 315,454
%Q0bsblygdo Loty gdo (48,328) (77,121)
247,269 238,333

m®osh bymo Farols homgmon

boogotm 3owsbgdo 319,641 615,241
RobsblgBo bodxgdo (31,386) (82,004)

288,255 533,237
06s B0dpoboty  0Ggdmeds 535,524 771,570

3dodg smdg@mgommdols ©s Bgdbogolmgol Looxsdm bgmdgzdgmgds dmoiegl godbodgdyan
Losoxs®m gosbobol s dglgoegol Lodgomdsls m@ faosbo oxs®ol 3gdomeols dmenmls.

12 LO308M(M RS Lb3o 30RRISIRISIS0

SO0 2018 Fanols 31 2017 §enols 31
©93993900 ©9399d900
dogogmo 53560 Loddgbgdemm 3mb@@dsdGol Lodydomgddo 25,526,016 20,243,123
bogod®m gomogdeemgdgdo 8,850,398 10,307,887
Lobgendg 3@ gdm gomogdgangds 698,950 336,749
05b53dOMIamgdolngols gopslsbpgmo 396,528 2,531,786
b53dgbgdam 3mbB@SJH0m domgsaolifobgdygmo Lops@ob@om 1,434,680 1,481,609
3omEgdgegdol 9b@ybzgmyngs
bbgos 7,471 341,092
36,914,043 35,242,246

35033990 bombaooli dgdgbols Losdygommm Logdgoodm gows s@ol 145 g (2017 {genls: 83
PEg). 30m336R0 5@ oMol oTglgdygmo  Logokdm  gogogdymgdgdby.  3md3sbosls  ogls
50bsblg@o Golbigool do@mgols 3meo@ogs, Moms bBbggeyml, G®I yggms goemwgdye gds
04mb gowsbpogo LsiMgoo@m 3gomwols gswsdo.

dowgdaeo  535bLgoo  Foddmowygbl  ogobligdl,  @mdmgdoi  dowgdyaos  Leddgbgoerm
3Mb6BMSJBMd0sb. 3mI3sbos 5@ 55bsb@oy@mgdl boddgbgderm Jmmbmgbgdbyg domgdym 5356LgdlL,
09 goJBol godm, @md o35bLgdols Jowgdymos b3gE0g0ydo bsddgbgdemm 3mbd®sidgdol J3g-
Ladgdomgdobomgols s sliggg s@Lgdmdl dgmabbdgds sdm@EGoboMgdyen 5gobLgdby.

13 4IMLO3OR0

SO0 2018 {aools 31 2017 §eaools 31
©949969G0 ©949909G0
Pgdmbogomo 153dgbgdarem bgandgi@ygm gdoosb 24,820,542 47,772,368
Vgdmbogomo doMopgdols gogowgomsb 46,484 247,422
bbgs dgdmbogsgno 100,529 -
24,967,555 48,019,790

Goboblig@o obys®
2018 Famob 31 g,




(@0myadgbBo Fomdmowagbl obgerolbyGo m@ogobsaol ms@gdsbh)

14 IR 0DoGOOL 0)300RN@ISIRIdS

@ 5®0

153dgbgdem 3mbBOSIHOL Mmgom@odmgdyagds
30400 35Mo2900l 0g0m@oAgdE gos

L53dgbgdem 3mbEASJHOL mgom@odmgdyagds dmozegl:
doboggdols omgdyegds

Lgégobol wodgdygegds

bganggoligdo s baogbo bamygdo

(33900b badxo

dobsemebyamo Logo®sbBom badxgdol 9beybggaymas
656300 go®sb@ools badyo

3396900 mdsbmsb ©s3o330Mgd o dogerobgdgdo

Lbgos

15 Lb3d FIIMS3SR0

SO0

2bOYbggeygmgzol sweagbs dmbsgmebgmo Logo®sbGom
badx goologols

Ygdmbogomo doMomswo Lodygoagdols gogowgoliasb

16 ORIN60LBMSCGOIR(O bSEXISO

@ 5M0

00b53OMIgarms bgeaasligdo
90dgm gogols bodxo
Lbgdgobol badxo

3567569001 dmgans
Logoobsboom xo®odgdo
(339m0ls s SFmME0bs300l bodx gdo
56300 goMsb@0s

Lo{gog0

©5bwgggol bomygdo

Lo gm0 gowsbsbowo
3M39bsangdo badxgdo
BOSbL3IMOG0Mgdol botxgdo
30396035300

bodobgm badxgdo

Lbgs

2018 faools 31

2017 Geools 31

©9399%9®0 09399590
22,038,636 44,732,008
33,126 288,865
22,071,762 45,020,873
10,958,878 27,301,082
6,986,697 9,586,927
3,663,294 7,058,426
162,702 237,118

- 418,595

30,305 114,510
219,884 15,350
16,876 -
22,038,636 44,732,008
2018 (anols 31 2017 §eools 31
©93993900 09399590
46,929 -
137,657 13,582
184,586 13,582
2018 (enols 31 2017 §eools 31
©949969G0 ©949989G0
1,817,209 2,437,172
2,886,519 -
219,701 293,528
202,371 409,812

- 319

182,394 194,694

- 1,454

150,297 181,844
70,304 65,684
42,501 47,048
17,389 28,123
6,162 5,196
48,753 45,621
207,521 70,624
71,076 333,394
5,922,197 4,114,513

BoboblG0 obpoG0 T gde
2018 fanols 31 wgg99dg60 35
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To the shareholder of DAGI LLC

Qualified Opinion

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

In our opinion, except for the possible effects of the matter described in the Basis for Qualified Opinion section
of our report, the accompanying financial statements give a true and fair view of the financial position of the
Company as of 31 December 2018, and of its financial performance and its cash flows for the year then ended
in accordance with International Financial Reporting Standards (‘IFRSs").

Basis for Qualified Opinion

The Company has loans issued to two related parties with total amount of Georgian lari 19,339,334. As
mentioned in note 6 to the financial statements these related parties are Mr. Gulordava, the Company's owner
and head of supervisory board and Muzeumi LLC, an entity wholly owned by Mr. Gulordava. Loan receivable
from Mr. Gulordava as of 31 December, 2018 is Geaorgian lari 18,573,140 and loan receivable from Muzeumi
LLC for the same date amounts to Georgian lari 766,194. Financial statements show that balances of these
loans issued are significantly increasing year over year — increase from 2016 to 2017 itis Georgian lari 3.6
million and from 2017 to 2018 it is Georgian lari 2.2 million. Loans are unsecured and according to contract
terms both — the principal and interest amounts are repayable at the maturity dates which are 1 May 2022 and
30 September 2025 respectively. We were not able to obtain sufficient relevant audit evidence regarding
recoverability of these amounts. Any impairment adjustment to the carrying amount of loans issued would also
have relevant impact on the statement of profit and loss and on the amount of accumulated profit reported in
the statement of financial position.

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

Report on other legal and regulatory requirements

Management is responsible for the Management Reporting which they prepared and signed on 30 September,
2019. The Management Reporting comprises the information about the activities of the Company, risk analysis,
future plans and other matters as required by the Law of Georgia on Accounting, Reporting and Auditing.

In connection with our audit of the financial statements, our responsibility is to read the Management Reporting
identified above and, in doing so, consider whether the other information is materially inconsistent with the

www.grantthornton.ge




o GrantThornton

financial statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated
and to present relevant report.

In addition, our responsibility is to express an opinion whether the Management Reporting is prepared in
accordance with the requirements of the Law of Georgia on Accounting, Reporting and Auditing and includes
all required information.

Management Reporting, we are required to report that fact and the substance of misstatement. We have
nothing to report in this regard,

Based on the work we have performed, in our opinion, in all material respects:

* the information given in the Management Reporting for the financial year for which the financial
statements are prepared is consistent with the financial statements; and

¢ the Management Reporting is prepared in accordance with the requirements of the Law of Georgia on
Accounting, Reporting and Auditing and includes all the information required by the Law.
§ Responsibilities of Management and Those Charged with Governance for the Financial
Statements

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

of accounting unless management either intends to liquidate the Company or to cease operations, or has no

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

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

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

Company's internal control.

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

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

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

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.

Vakhtang Tsabadze Ketevan Ghambashidze
Managing Partner Engagement Partner Y /
September 30, 2019 / / Y
..1
' J l;.
- 4
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Statement of financial position

In Georgian lari

Assets

Non-current assets
Property and equipment
Right of use assets
Intangible assets

Loans issued

Current assets

Inventories

Loans issued

Trade and other receivables
Cash and bank balances

Total assets

As of 31 As of 31
Note December 2018 December 2017
4 3,293,375 3,809,522
b 787,301 905,140
12,731 14,493
6 17,799,804 17,163,918
21,893,211 21,993,073
¥ 1,690,427 3,124,675
6 1,639,530 -
8 16,202,765 16,765,557
9 1,026,831 1,177,011
20,459,553 21,067,243
42,352,764 43,060,316

DAGI LLC
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31 December 2018 6




Statement of financial position
(continued)

In Georgian lari As of 31 As of 31
Note December 2018 December 2017
Equity and liabilities
Capital and reserves
Accumulated profit/(loss) (1,433,420) 234,738
(1,433,420) 234,738
Non-current liabilities
Loans and borrowings 10 786,923 309,084
Obligations under finance lease 11 288,255 533,237
1,075,178 842 321
Current liabilities
Trade and other payables 12 36,914,043 35,242,246
Loans and borrowings 10 3,705,687 4,318,032
Obligations under finance lease 1 247 269 238,333
Income tax payable 244,996 244 995
Tax payable other than income tax 1,599,011 1,939,651
42,711,008 41,983,257
Total equity and liabilities 42,352,764 43,060,316

The financial statements were approved on September 30, 2019 by:

Mikheil Sharangia

Director

The statement of financial position is to be read in conjunction with the notes to and forming part of the financial statements
set out on pages 11 to 38.

DAGI LLC
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Statement of profit or loss and
other comprehensive income

In Georgian lari Year ended 31 Year ended 31

Note December 2018 December 2017
Revenue 13 24,967,555 48,019,790
Cost of sales 14 (22,071,762) (45,020,873)
Gross profit 2,895,793 2,998,917
Other income 15 184,586 13,582
Administrative expenses 16 (5,922,197) (4,114,513)
Other expenses (364,094) (258,408)
Results from operating activities (3,205,912) (1,360,422)
Finance income 17 2,365,591 2,141,075
Finance costs 17 (628,502) (642,263)
Other financial items 18 (132,374) (94,386)
Profit/(loss) before income tax (1,601,197) 44,004
Income tax expense 19 - (1,405,412)
Loss for the year (1,601,197) (1,361,408)

Other comprehensive income - -

Total comprehensive loss for the year (1,601,197) (1,361,408)

The statement of profit or logs and other comprehensive income is to be read in conjunction with the notes to and forming
part of the financial statements set out on pages 11 to 38.
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Statement of changes in equity

In Georgian lari Accumulated

profit/(loss) Total
as of 1 January 2017 1,696,146 1,596,146
Loss for the year (1,361,408) (1,361,408)
as of 31 December 2017 234,738 234,738
Adjustment from the adoption of IFRS 9 (66,961) (66,961)
as of 1 January 2018 167,777 167,777
Loss for the year (1,601,197) (1,601,197)
as of 31 December 2018 (1,433,420) (1,433,420)

The initial application of IFRS 9 has led to an adjustment in retained earnings of Georgian lari (66,961 ).

The statement of changes in
set out on pages 11 to 38.

equity is to be read in conjunction with the notes to and forming part of the financial statements
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Statement of cash flows

In Georgian lari

Cash flows from operating activities

Cash received from Customers under construction contract
Cash paid to suppliers

Personnel costs paid

Other payments

Interest paid

Taxes paid other than on income tax

Net cash from operating activities

Cash flows from investing activities

Payments for property and equipment

Proceeds from disposal of property and equipment
Loans issued

Loans recovered

Net cash from/(used in) investing activities

Cash flows from financing activities
Proceeds from borrowing
Repayment of borrowing
Repayment of lease obligations

Net cash used in financing activities

Net increase/(decrease) in cash and cash equivalents
Foreign exchange effect on cash
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year (refer to note
26)

Year ended 31 Year ended 31
December 2018 December 2017
34,852,291 58,722,951
(28,662,426) (43,402,607)
(2,455,983) (3,814,158)
(15,959) (364,475)
(672,272) (584,761)
(2,351,617) (8,215,222)
694,034 2,341,728
(15,560) (204,918)
83,012 61,900
(1,411,968) (4,661,102)
1,585,296 3,166,695
240,780 (1,637,425)
569,802 1,350,189
(1,159,694) (1,108,928)
(425,649) (390,905)
(1,015,541) (149,644)
(80,728) 554,659
(4,857) (25,273)
1,112,416 583,030
1,026,831 1,112,416

The statement of cash flows is to be read in conjunction with the notes to and forming part of the financial statements set out

on pages 11 to 38,

DAGILLC
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Notes to the financial statements

1 Nature of operations and general information

Construction company DAGI LLC (the “Company”) which is a limited liability company, was established in 2003
and from the day of the establishment until now it carrying out construction-renovation-reconstruction work with
complete quality control. The Company's sphere of business is quite wide. From the day of establishment until
now the Company has completed over 300 projects on the territory of Georgia. Taking into consideration the
existent experience, the company’s further development strategy contains construction work that has to do with
office spaces, living buildings, community parks, automobile infrastructure, irrigation engineering and drinking
water infrastructure.

The Company is controlled by Gogi Gulordava, citizen of Georgia, which owns 75% of the Company's equity.
The other 25% are held by Tamar Chkhetia, the citizen of Georgia.

The average number of employees of the Company during 2018 was 857 employees (2017: 844 employees).
The registered address of DAGI LLC is: 28, Kazbegi str. Thilisi, Georgia

2 Basis of preparation

2.1 Statement of compliance

The financial statements have been prepared in accordance with International Financial Reporting Standards
("IFRSs") as issued by the International Accounting Standards Board (“IASB"). They have been prepared under
the assumption that the Company operates on a going concern basis.

In 2018 the Company has adopted new guidance for accounting for financial instruments (refer to note 2.5). This
guidance was applied using the transitional relief allowing the entity not to restate prior periods. Differences
arising from the adoption of IFRS 9 in relation to classification, measurement, and impairment are recognized in
retained earnings.

2.2 Basis of measurement

The financial statements have been prepared on the historical cost basis with the exception of certain financial
instruments that are stated at present discounted value of future cash flows,

2.3 Functional and presentation currency

The national currency of Georgia is the Georgian lari (“lari"), which is the Company’s functional currency, since
this currency best reflects the economic substance of the underlying events and transactions of the Company.

These financial statements are presented in Georgian lari (unless otherwise stated), since management believes
that this currency is more useful for the users of these financial statements. All financial information presented in
Georgian lari has been rounded to the nearest lari.

24 Use of estimates and judgment

The preparation of financial statements in conformity with IFRSs requires management to make critical
accounting estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period. Significant
areas involving a higher degree of judgment or complexity, or areas where assumptions and estimates are
significant to the financial statements are disclosed in note 21.1 to the financial statements. Although these
estimates are based on management's best knowledge of current events and actions, actual results ultimately
may differ from those estimates and the original estimates and assumptions will be modified as appropriate in
the year in which circumstances change.

DAGI LLC
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2.5 Adoption of new and revised standards

In the current year the Company has adopted all of the new and revised Standards and Interpretations issued by
the International Accounting Standards Board (the "IASB") and International Financial Reporting Interpretations
Committee (the “IFRIC") of the IASB that are relevant to its operations and effective for annual reporting periods
beginning on 1 January 2018.

The nature and the effect of these changes are disclosed below. Although these new standards and amendments
are applied for the first time in 2018, except IFRS 15 and IFRS 16, these two standards are adopted early in
20186, they did not have a material impact on the annual financial statements of the Company.

New and revised standards and interpretations that are effective for annual periods
beginning on or after 1 January 2018

Amendments to IAS 40 Investment Property: Transfers of Investment Property

The amendments clarify that transfers to, or from, investment property can only be made if there has been a
change in use that is supported by evidence. A change in use occurs when the property meets, or ceases to
meet, the definition of investment property. A change in intention alone is not sufficient to support a transfer. The
amendment has no effect on the Company's financial statements,

IFRS 9 Financial Instruments

IFRS 9 replaces IAS 39 Financial Instruments: Recognition and Measurement. The new standard introduces
extensive changes to IAS 39's guidance on the classification and measurement of financial assets and introduces
a new "expected credit loss” model for the impairment of financial assets. IFRS 9 also provides new guidance on
the application of hedge accounting,

The adoption of IFRS 9 has impacted the following areas:

e the impairment of financial assets applying the expected credit loss model. This affects the Company's trade
receivables and investments in debt-type assets measured at amortized cost. For contract assets arising from
IFRS 15 and trade receivables, the Company applies a simplified model of recognizing lifetime expected
credit losses as these items do not have a significant financing component (refer to note 23b)).

® Mmeasurement of investments in equity instruments of other entities - under IAS 39 investments in equity
instruments that do not have a quoted market price in an active market, and whose fair value cannot be
reliably measured, should not be measured at fair value, while IFRS 9 requires all investments in equity
instruments to be measured at fair value.

When adopting IFRS 9, the Company has applied transitional relief and opted not to restate prior periods.
Differences arising from the adoption of IFRS 9 in relation to classification, measurement and impairment are
recognized in retained earnings.

On the date of initial application, 1 January 2018, the financial instruments of the Company were reclassified as
follows:

In Georgian lari Measurement category Carrying amount
Opening
Closing balance balance
Original IAS IFRS 8 31.12.2017 Adoption of 01.01.2018
39 category category (IAS 39) IFRS 9 (IFRS 9)
Noen-current financial
assets
Loans granted Loans and  Amortized cost 17,163,918 - 17,163,918
receivables
(amortized
cost)
17,163,918 - 17,163,918
DAGI LLC
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In Georgian lan Measurement category Carrying amount
Opening
Closing balance balance
Original IAS IFRS 9 31.12.2017 Adoption of 01.01.2018
39 category category (IAS 39) IFRS 9 (IFRS 9)
Current financial assets
Trade and other Loans and  Amortized cost 10,521,853 (66,961) 10,454,892
receivables receivables
(amortized
cost)
Cash and cash equivalents Loans and  Amortized cost 1,177,011 - 1,177,011
receivables
(amortized
cost)
11,698,864 (66,961) 11,631,902
Total financial asset
balances 28,862,782 (66,961) 28,795,820
Reconciliation of statement of financial position balances from I1AS 39 to IFRS 9 at 1 January 2018:
In Georgian lari
IAS 39 IFRS 9
camying carrying Retained
amount Reclassi- Remea- amount eamings
31.12.2017 fication surement 01.01.2018 effect
Amortized cost (including
held to maturity in 28,862,782 - (66,961) 28,795,820 (66,961)
IAS 39)
Total financial asset
balances,
reclassification and 28,862,782 - (66,961) 28,795,820 (66,961)
premeasurement at 1
January 2018

IFRS 15 Revenue from Contracts with Customers

IFRS 15 and related Clarifications to IFRS 15 (hereafter referred to as "IFRS 15") replace IAS 18 Revenue, 1AS
11 Construction Contracts, and several revenue-related Interpretations.

The new Standard has been applied retrospectively. Adoption of IFRS 15 had no effect on the opening
accumulated profits/(loss) of the Company.

For more details about accounting for revenue and the impact of adoption of the new standard please refer to
note 3,13

IFRS 16 Leases

IFRS 16 presents new requirements and amendments to the accounting of leases. IFRS 16 will require lessees
to account for leases “on-balance sheet’ by recognizing a “right-of-use” asset and a lease liability.

IFRS 16 also:
» changes the definition of a lease;

* sets requirements on how to account for the asset and liability, including complexities such as non-lease
elements, variable lease payments and option periods;

* provides exemptions for short-term leases and leases of low value assets;

DAGI LLC
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* changes the accounting for sale and leaseback arrangements;
* largely retains IAS 17's approach to lessor accounting;
* introduces new disclosure requirements.

IFRS 16 is effective for annual periods beginning on or after 1 January 2019. Early application is permitted. The
Company has early adopted the IFRS 16 In these financial statements. For more details about accounting for
leases and the impact of adoption of the new standard please refer to note 3.5.

IFRIC 22 Foreign Currency Transactions and Advance Consideration

IFRIC 22 looks at what exchange rate to use for translation when payments are made or received in advance of
the related asset, expense or income.

IFRIC 22 addresses this issue by clarifying that the date of the transaction for the purpose of determining the
exchange rate to use on initial recognition of the related asset, expense or income (or part of it) is the date on
which the Company initially recognizes the non-monetary asset or non-monetary liability arising from the payment
or receipt of advance consideration.

If there are multiple payments or receipts in advance, the Company shall determine a date of the transaction for
each payment or receipt of advance consideration. For more details about accounting for leases refer to note
Error! Reference source not found..

Standards, amendments and interpretations to existing standards that are not yet
effective and have not been adopted early by the Company

Atthe date of authorization of these financial statements, certain new standards, amendments and interpretations
to existing standards have been published by the IASB but are not yet effective, and have not been adopted early
by the Company.

Management anticipates that all of the relevant pronouncements will be adopted in the Company's accou nting
policies for the first period beginning after the effective date ofthe pronouncement. Information on new sta ndards,
amendments and interpretations that are expected to be relevant to the Company’s financial statements is
provided below. Certain other new standards and interpretations have been issued but are not expected to have
a material impact on the Company’s financial statements.

Amendments to IFRS 9: Prepayment Features with Negative Compensation

Under IFRS 9, a debt instrument can be measured at amortized cost or at fair value through other comprehensive
income, provided that the contractual cash flows are "solely payments of principal and interest on the principal
amount outstanding” (the SPPI criterion) and the instrument is held within the appropriate business model for
that classification. The amendments to IFRS 9 clarify that a financial asset passes the SPPI criterion regardless
of the event or circumstance that causes the early termination of the contract and irrespective of which party pays
or receives reasonable compensation for the early termination of the contract.

The amendments should be applied retrospectively and are effective from 1 January 2019, with earlier application
permitted. The Company's management have not yet assessed the impact of these amendments on these
financial statements.

3 Significant accounting policies

3.1 Foreign currencies

Foreign currency transactions

In preparing the financial statements, transactions in currencies other than the functional currency are recorded
at the rates of exchange defined by the National Bank of Georgia prevailing on the dates of the transactions. At
each reporting date, monetary items denominated in foreign currencies are retranslated at the rates defined by
the National Bank of Georgia prevailing on the reporting date, which is 2.6766 lari for 1 US dollar and 3.0701 lari
for 1 euro as of 31 December 2018 (31 December 2017: 2.5922 lari for 1 US dollar, 3.1044 lari for 1 euro). Non-
monetary items are not retranslated and are measured at historic cost (translated using the exchange rates at
the transaction date), except for non-monetary items carried at fair value that are denominated in foreign
currencies which are retranslated at the rates prevailing on the date when the fair value was determined.

DAGI LLC
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3.2 Property and equipment

Property and equipment are stated at cost less accumulated depreciation and any accumulated impairment
losses. Cost comprises purchase price including import duties and non-refundable purchase taxes and other
directly attributable costs. When an item of property and equipment comprises major components having different
useful lives, they are accounted for as separate items of property and equipment.

The gain or loss arising on the disposal or retirement of an item of property and equipment is determined as the
difference between the sales proceeds and the carrying amount of the asset and is recognized in profit or loss.

Expenditure to replace a component of an item of property and equipment that is accounted for separately is
capitalized with the carrying amount of the component being written off. Other subsequent expenditure is
capitalized if future economic benefits will arise from the expenditure. All other expenditure, including repair and
maintenance, is recagnized in profit or loss as incurred.

Depreciation is charged to profit or loss or is added to the cost of other asset on a reducing balance basis over
the estimated useful lives of the individual assets. Depreciation commences when assets are available for use.
The estimated useful lives are as follows:

Buildings and constructions - 20years
Machinery and heavy equipment - 5-10years
Furniture and office equipment - 5-10years
Vehicles and fittings - 5-10years
Other - Syears

As no finite useful life for land can be determined, related carrying amounts are not depreciated.

3.3 Intangible assets

Intangible assets, which are acquired by the Company and which have finite useful lives, are stated at cost less
accumulated amortization and impairment losses.

Amortization is charged to profit or loss or is added to the cost of other asset on a straight line basis over the
estimated useful lives of the intangible assets, which is estimated at 5 years for soft wares.

3.4 Impairment of property and equipment and intangible assets

Assets that have an indefinite useful life are not subject to amortization and are tested annually for impairment.
Assets that are subject to amortization are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognized for
the amount by which the asset's carrying amount exceeds its recoverable amount.

Recoverable amount is the higher of net selling price and value in use. If the recoverable amount of an asset or
cash-generating unit is estimated to be less than its carrying amount, the carrying amount of the asset or cash-
generating unit is reduced to its recoverable amount. Impairment losses are recognized as an expense
immediately, unless the relevant asset is carried at a revalued amount, in which case the impairment loss is
treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset or cash-generating unit is
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impairment loss recognized for the asset
or cash-generating unit in prior years. A reversal of an impairment loss is recognized as income immediately,
unless the relevant asset is carried at a revalued amount, in which case any reversal of impairment loss is treated
as a revaluation increase.

35 Leases

The Company leases various machinery, equipment, vehicles and office premises. Rental contracts are typically
made for fixed periods of 2 to 10 years but may have extension options as described further in this note. Lease
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terms are negotiated on an individual basis and contain a wide range of different terms and conditions. The lease
agreements do not impose any covenants, but leased assets may not be used as security for borrowing purposes.

Leases are recognised as a right-of-use asset and a corresponding liability at the date at which the leased asset
is available for use by the Company. Each lease payment is allocated between the liability and finance cost. The
finance cost is charged to profit or loss over the lease period so as to produce a constant periodic rate of interest
on the remaining balance of the liability for each period.

The right-of-use asset is depreciated over the shorter of the asset's useful life and the lease term on a straight-
line basis.

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

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

* variable lease payment that are based on an index or a rate

= amounts expected to be payable by the lessee under residual value guarantees

e the exercise price of a purchase option if the lessee is reasonably certain to exercise that option, and

e payments of penalties for terminating the lease, if the lease term reflects the lessee exercising that
option.

The lease payments are discounted using the interest rate implicit in the lease, if that rate can be determined,
or the Company's incremental borrowing rate.

Right-of-use assets are measured at cost comprising the following:
e the amount of the initial measurement of lease liability
* any lease payments made at or before the commencement date less any lease incentives received
e any initial direct costs, and
» restoration costs.

Payments associated with short-term leases and leases of low-value assets are recognised on a straight-line
basis as an expense in profit or loss. Short-term leases are leases with a lease term of 12 months or less. Low-
value assets comprise IT-equipment and small items of office furniture.

Variable lease payments
The Company has no lease with variable lease payments.
Extension and termination options

Extension and termination options may be included in lease contracts. Normally, the extension and termination
options are exercisable only by the Company and not by the respective lessor.

Critical judgements in determining the lease term

In determining the lease term, management considers all facts and circumstances that create an economic
incentive to exercise an extension option, or not exercise a termination option. Extension options (or periods after
termination options) are only included in the lease term if the lease is reasonably certain to be extended (or not
terminated). The assessment is reviewed if a significant event or a significant change in circumstances occurs
which affects this assessment and that is within the control of the lessee.

3.6 Inventories

Inventories are assets held for sale in the ordinary course of business or in the form of materials or supplies to
be consumed in the production process or in the rendering of services. Items such as spare parts, stand-by
equipment and servicing equipment are also recognized as inventories unless they meet the definition of property
and equipment.

Inventories are stated at the lower of cost and net realizable value. Net realizable value is the estimated selling
price in the ordinary course of business, less the estimated costs of completion and selling expenses. The cost
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of inventories is based on the first-in first out principle and includes expenditure incurred in acquiring the
inventories and bringing them to their existing location and condition.

3.7 Financial instruments

Recognition and derecognition

Financial assets and financial liabilities are recognized when the Company becomes a part to the contractual
provisions of the financial instrument.

Financial assets are derecognized when the contractual rights to the cash flows from the financial asset expire,
or when the financial asset and all substantial risks and rewards are transferred.

Financial liabilities are derecognized when they are extinguished, discharged, cancelled or expire.

Classification and initial measurement of financial assets

Except for those trade receivables that do not contain a significant financing component and are measured at
the transaction price in accordance with IFRS 15, all financial assets are initially measured at fair value adjusted
for transaction costs (where applicable).

Financial assets, other than those designated and effective as hedging instruments, are classified into the
following categories:

e amortized cost
¢ fair value through profit or loss (FVTPL)
* fair value through other comprehensive income (FVOCI).
In the periods presented the Company does not have any financial assets categorized as FVOCI.
The classification is determined by both:
e the Company's business model for managing the financial asset
e the contractual cash flow characteristics of the financial asset.

All income and expenses relating to financial assets that are recognized in profit or loss are presented within
finance costs, finance income or other financial items, except for impairment of trade receivables which is
presented within other expenses. A summary of the Company's financial assets by category is given in note 22.2.

Subsequent measurement of financial assets
Financial assets at amortized cost

Financial assets are measured at amortized cost if the assets meet the following conditions (and are not
designated as FVTPL):

¢ they are held within a business model whose objective is to hold the financial assets and collect its contractual
cash flows '

¢ the contractual terms of the financial assets give rise to cash flows that are solely payments of principal and
interest on the principal amount outstand ing

After initial recognition, these are measured at amortized cost using the effective interest method. Discounting is
omitted where the effect of discounting is immaterial. The Company’s cash and cash eq uivalents, trade and most
other receivables fall into this category of financial instruments,

Financial assets at fair value through profit or loss (FVTPL)

Financial assets that are held within a different business model other than "hold to collect" or "hold to collect and
sell" are categorized at fair value through profit and loss. Further, irrespective of business model financial assets
whose contractual cash flows are not solely payments of principal and interest are accounted for at FVTPL. All
derivative financial instruments fall into this category, except for those designated and effective as hedging
instruments, for which the hedge accounting requirements apply (see below).
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Assets in this category are measured at fair value with gains or losses recognized in profit or loss. The fair values
of financial assets in this category are determined by reference to active market transactions or using a valuation
technique where no active market exists.

Impairment of financial assets

IFRS 8's impairment requirements use more forward-looking information to recognize expected credit losses —
the "expected credit loss (ECL) model". This replaces IAS 39's "incurred loss model". Instruments within the
scope of the new requirements included loans and other debt-type financial assets measured at amortized cost
and FVOCI, trade receivables, contract assets recognized and measured under [FRS 15 and loan commitments
and some financial guarantee contracts (for the issuer) that are not measured at fair value through profit or loss.

In applying this forward-looking approach, a distinction is made between:

e financial instruments that have not deteriorated significantly in credit quality since initial recognition or that
have low credit risk ("Stage 1") and

¢ financial instruments that have deteriorated significantly in credit quality since initial recognition and whose
credit risk is not low ("Stage 2").

"Stage 3" would cover financial assets that have objective evidence of impairment at the reporting date.

"12-month expected credit losses” are recognized for the first category while "lifetime expected credit losses" are
recognized for the second category.

Measurement of the expected credit losses is determined by a probability-weighted estimate of credit losses over
the expected life of the financial instrument.

Previous financial asset impairment under IAS 39

In the prior year, the impairment of trade receivables was based on the incurred loss madel. Individually
significant receivables were considered for impairment when they were past due or when other objective
evidence was received that a specific counterparty will default. Receivables that were not considered to be
individually impaired were reviewed for impairment in groups, which are determined by reference to the industry
and region of the counterparty and other shared credit risk characteristics. The impairment loss estimate was
then based on recent historical counterparty default rates for each identified group.

Trade and other receivables and contract assets

Classification and measurement of financial liabilities

As the accounting for financial liabilities remains largely the same under IFRS 9 compared to IAS 39, the
Company’s financial liabilities were not impacted by the adoption of IFRS 9. However, for completeness, the
accounting policy is disclosed below.

The Company's financial liabilities include loans and borrowings and trade and other payables. A summary of
the Company's financial liabilities by category is given in note 22.2.
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Loans and borrowings

Loans and borrowings are recognized initially at fair value, net of issuance costs associated with the borrowing.
The difference between fair value and nominal value is recognized in profit or loss, except when the borrowing
was received from the owners. In this instance the difference between fair value and nominal value is recognized
in equity as additional capital. Subsequent to initial recognition, loans and borrowings are stated at amortized
cost with any difference between cost and redemption value recognized in profit or loss over the period of the
borrowings on an effective interest basis. Interest and other costs incurred in connection with borrowings are
expensed as incurred as part of finance expenses, except for the borrowing costs that are directly attributable to
the acquisition, construction or production of a qualifying asset, which are capitalized as part of that asset.

Trade and other payables

Trade and other payables are stated at fair value and subsequently stated at amortized cost.

3.8 Cashand cash equivalents
Cash and bank balances comprise bank accounts,

For the purpose of the statement of cash flows, cash equivalents are short-term, highly liquid investments that
are readily convertible to known amounts of cash and which are subject to an insignificant risk of changes in
value. Cash equivalents are held for the purpose’ of meeting short-term cash commitments rather than for

3.9 Equity

The Company has no charter capital. Accumulated profit includes all current and prior periods’ retained profits,
Dividends are recognized as a liability in the period in which they are declared.

3.10 Provisions

A provision is recognized in the statement of financial position when the Company has a legal or constructive
obligation as a result of past event, and it is probable that an outflow of economic benefits will be required to

The Company has a warranty policy, under which it promises customers to repair certain types of damage to
constructions completed. The amount of warranty provision is calculated taking into consideration historical

and it equals to 2,5 %.

3.11 Income tax

Current tax is the expected tax payable/(recoverable) on the taxable income/(loss) for the year, using tax rates
enacted or substantially enacted at the reporting date, and any adjustment to tax payable in respect of previous
years.

Changes in corporate income tax effective from January 1, 2017

Effective 1 January 2017, there are significant amendments to the Tax Code of Georgia, related to introduction
of a new model for Corporate income taxation.
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gifts, payments, non-arm's length cross-border transactions with related parties, expenses not related to
economic activities, etc).

The corporate income tax arising from distribution of dividends is recognized as an expense in the period when
dividends are declared, regardless of the actual payment date or the period for which dividends are distributed.
The tax rate is 15/85 of the amount of net distribution.

For tax payable on any dividends declared and paid in 2017 and later, from earnings accumulated prior to 2016,
tax credit is available for corporate income tax paid on undistributed earnings under the previous model.

According to the amended concept of corporate income taxation, there will be no temporary differences between
the carrying amounts of assets and liabilities in the statement of financial position and their tax bases. Therefore,
deferred tax assets and liabilities, as defined in IAS 12 Income Taxes, are not formed subsequent to 1 January
2017.

3.12 Employee benefits

Short-term employee benefits are benefits expected to be settled wholly before twelve months after the end of
the annual reporting period in which the employees render the related services and include wages, salaries and
bonuses.

The expected cost of bonus payments is recognized when and only when the Company has a present legal or
constructive obligation to make such payments as a result of past events and a reliable estimate of the obligation
can be made.

A present obligation exists when, and only when, the entity has no realistic alternative but to make the payments.

3.13 Revenue
The company generates revenue from construction services.

Revenue is recognized at an amount that refiects the consideration to which an entity expects to be entitled in
exchange for transferring goods or services to a customer.

The Company accounts for a contract with a customer only when all of the following criteria are met:

(a) the parties to the contract have approved the contract (in writing, orally or in accordance with other
customary business practices) and are committed to perform their respective obligations;

(b) the Company can identify each party's rights regarding the goods or services to be tra nsferred;
(c) the Company can identify the payment terms for the goods or services to be transferred;

(d) the contract has commercial substance (i.e. the risk, timing or amount of the entity's future cash flows is
expected to change as a result of the contract); and

(e) itis probable that the Company will collect the consideration to which it will be entitled in exchange for the

the other party (or parties).
Combination of contracts

The Company combines two or more contracts entered into at or near the same time with the same customer (or
related parties of the Customer) and accounts for the contracts as a single contract if one or more of the following
criteria are met;
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(a) the contracts are negotiated as a package with a single commercial objective;

(b) the amount of consideration to be paid in one contract depends on the price or performance of the other
contract; or

(c) the goods or services promised in the contracts (or some goods or services promised in each of the
contracts) are a single performance obligation.

Contract modifications
A contract modification is a change in the scope or price (or both) of a contract that is approved by the parties to
the contract. A contract modification exists when the parties to a contract approve a modification that either

creates new or changes existing enforceable rights and obligations of the parties to the contract. The Company
accounts for a contract modification as a separate contract if both of the following conditions are present:

(a) the scope of the contract increases because of the addition of promised goods or services that are
distinct; and

(b) the price of the contract increases by an amount of consideration that reflects the Company's stand-
alone selling prices of the additional promised goods or services and any appropriate adjustments to
that price to reflect the circumsta nces of the particular contract.

Identifying performance obligations

At contract inception, the Company assesses the goods or services promised in a contract with a customer and
identifies as a performance obligation each promise o transfer to the customer either:

(@) agood or service (or a bundle of goods or services) that is distinct: or

(b) a series of distinct goods or services that are substantially the same and that have the same pattern of
transfer to the customer.

Promises in contracts with customers

A contract with a customer generally explicitly states the goods or services that an entity promises to transfer to
a customer. Performance obligations do not include activities that an entity must undertake to fulfil a contract
unless those activities transfer a good or service to a customer.

Satisfaction of performance obligations

The Company recognises revenue when (or as) the Company satisfies a performance obligation by transferring
a promised good or service (ie an asset) to a customer. An asset is transferred when (or as) the customer obtains
control of that asset,

Performance obligations satisfied over time

An entity transfers control of a good or service over time and, therefore, satisfies a performance obligation and
recognises revenue over time, if one of the following criteria is met:

(a) the customer simultaneously receives and consumes the benefits provided by the entity's performance
as the entity performs:

(b) the Company's performance creates or enhances an asset (for example, work in progress) that the
customer controls as the asset is created or enhanced; or

(c) the Company's performance does not create an asset with an alternative use to the Company and the
entity has an enforceable right to payment for performance completed to date.

Measuring progress towards complete satisfaction of a performance obligation

For each performance obligation satisfied over time, the Company recognises revenue over time by measuring
the progress towards complete satisfaction of that performance obligation. The objective when measuring
progress is to depict the Company's performance in transferring control of goods or services promised to a
customer (ie the satisfaction of an entity's performance obligation).

The Company recognises revenue for a performance obligation satisfied over time only if the Company can
reasonably measure its progress towards complete satisfaction of the performance obligation.

In some circumstances (for example, in the early stages of a contract), the Company may not be able to
reasonably measure the outcome of a performance obligation, but the Company expects to recover the costs
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incurred in satisfying the performance obligation. In those circumstances, the Company recognises revenue only
to the extent of the costs incurred until such time that it can reasonably measure the outcome of the performance
obligation.

Performance obligations satisfied at a point in time

If a performance obligation is not satisfied over time as described in the above paragraph, the Company satisfies
the performance obligation at a point in time. To determine the point in time at which a customer obtains control

When determining the transaction price, the Company considers the effects of all of the following:

(a) variable consideration;
(b) constraining estimates of variable consideration:
(c) the existence of a significant financing component in the contract;
(d) non-cash consideration; and
(e) consideration payable to a customer.
Variable consideration

customer.

At the end of each reporting period, the Company updates the estimated transaction price (including updating
its assessment of whether an estimate of variable consideration is constrained) to represent faithfully the
circumstances present at the end of the reporting period and the changes in circumstances during the reporting
period.

The existence of a significant financing component in the contract

asset (or receivable) or a contract liability is recognised in accounting for a contract with a customer.
Allocating the transaction price to performance obligations

Transaction price is allocated to each performance obligation so that the allocated amount depicts the amount of
consideration to which the entity expects to be entitled in exchange for transferring the promised goods or
services to the customer.

Changes in the transaction price

If after contract inception, the transaction price changes, the Company allocates changes to the performance
obligations in the contract on the same basis as at contract inception, Consequently, the Company does not
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Contract costs
Incremental costs of obtaining a contract

The Company recognises as an asset the incremental costs of obtaining a contract with a customer if the
Company expects to recover those costs. Costs to obtain a contract that would have been incurred regardless
of whether the contract was obtained shall be recognised as an expense when incurred, unless those costs are
explicitly chargeable to the customer regardless of whether the contract is obtained.

Costs to fulfil a contract

The Company recognises an asset from the costs incurred to fulfil a contract only if those costs meet all of the
following criteria:

(a) the costs relate directly to a contract or to an anticipated contract that the Company can specifically
identify (for example, costs relating to services to be provided under renewal of an existing contract or
costs of designing an asset to be transferred under a specific contract that has not yet been approved);

(b) the costs generate or enhance resources of the Company that will be used in satisfying (or in continuing
to satisfy) performance obligations in the future; and

(c) the costs are expected to be recovered.
Costs that relate directly to a contract (or a specific anticipated contract) include any of the following:

(a) direct labour (for example, salaries and wages of employees who provide the promised services directly
to the customer);

(b) direct materials (for example, supplies used in providing the promised services to a customer);

(c) allocations of costs that relate directly to the contract or to contract activities (for example, costs of
contract management and supervision, insurance and depreciation of tools, equipment and right-of-use
assets used in fulfilling the contract);

(d) costs that are explicitly chargeable to the customer under the contract; and

(e) other costs that are incurred only because an entity entered into the contract (for example, payments to
subcontractors).

The following costs are recognised as expenses when incurred:

(a) general and administrative costs (unless those costs are explicitly chargeable to the customer under
the contract, in which case an entity shall evaluate those costs in accordance with paragraph 97);

(b) costs of wasted materials, labour or other resources to fulfil the contract that were not reflected in the
price of the contract;

(c) costs that relate to satisfied performance obligations (or partially satisfied performance obligations) in
the contract (ie costs that relate to past performance); and

(d) costs for which an entity cannot distinguish whether the costs relate to unsatisfied performance
obligations or to satisfied performance obligations (or partially satisfied performance obligations).

Amortisation and impairment

An asset recognised in accordance with the above paragraphs is amortised on a systematic basis that is
consistent with the transfer to the customer of the goods or services to which the asset relates. The Company

accounting estimate in accordance with IAS 8.

The Company recognises an impairment loss in profit or loss to the extent that the carrying amount of an asset
exceeds the remaining amount of consideration that the Company expects to receive in exchange for the goods
or services to which the asset relates; less the costs that relate directly to providing those goods or services and
that have not been recognised as expenses.
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Property and equipment of the Company at the carrying amount of Georgian lari 2,507,042 have been pledged
as a security for loans and borrowings as of 31 December 2018 (31 December 2017 Georgian lari 1,794,009)

(refer to note 10).
Depreciation expense Georgian lari 95,513

(2017: Georgian lari 139,198

) has been charged to cost of sales for

the year ended 31 December 2018 (

refer to note 14).

5 Right of use assets

In Georgian lari Machinery Office space Total
Cost

as of 1 January 2017 2,040,729 458,191 2,498,920
Additions 767,100 - 767,100
Disposals (640,530) - (640,530)
Reclassification to property and equipment (1,440,557) - (1,440,557)
as of 31 December 2017 726,741 458,191 1,184,932
Additions - - -
disposals - - -
as of 31 December 2018 726,741 458,191 1,184,932
Accumulated depreciation

as of 1 January 2017 575,672 192,848 768,520
Charge for the year 67,451 49,769 117,220
Eliminated on disposal (146,146) - (146,146)
Reclassification to property and equipment (459,802) - (459,802)
as of 31 December 2017 37,175 242,617 279,792
Charge for the year 49,769 68,070 117,839
as of 31 December 2018 86,944 310,687 397,631
Carrying amount

as of 31 December 2017 e 689,566 215,574 905,140
as of 31 December 2018 639,797 147,504 787,301

Depreciation expense Georgian lari 67,189 (2017 Georgian lari 97,920) has been charged to cost of sales for

the year ended 31 December 2018 (refer to note 14).

The assets leased include various equipment, special machinery and trucks with one to two years of lease

term. The company has also rented an office with the term of 10 years.

6 Loans issued

In Georgian lari Interest As of 31 As of 31

rate Maturity December 2018 December 2017

Gogi Gulordava 20% 1-May-22 18,573,140 15,705,345

Muzeumi LLC 20% 30-Sep-25 766,194 1,458,573

Total 19,339,334 17,163,918
DAGI LLC

Financial Statements
31 December 2018 25




In Georgian lari As of 31 As of31

December 2018 December 2017
Non-current portion of loans issued 17,799,804 17,163,918
Current portion of loans issued 1,539,530 -
Total 19,339,334 17,163,918

Borrowers are related parties to the Company - Mr, Gulordava is the Company’s owner and head of
supervisory board and Muzeumi LLCis an entity wholly owned by Mr. Gulordava. Loans are unsecured and
according to contract terms both — the principal and interest amounts are repayable at the maturity date. The
Mmanagement believes the loans are not impaired. See also note 21.2 for more details.

7 Inventories

In Georgian lari As of 31 As of 31
December 2018 December 2017

Raw materials 1,240,038 2,800,692
Work-in-progress 432,573 258,545
Finished goods 17,816 65,438
1,690,427 3,124,675

8 Trade and other receivables

In Georgian lari As of 31 As of 31
December 2018 December 2017

Financial assets

Trade receivables 12,738,287 10,964,920
Allowance for impairment of receivables (4,094,692) (1,141,212)
Net trade receivables 8,643,595 9,823,708
Contract receivable 394,499 698,145
Due from employees 2,925 711 3,484,965
Advances and prepayments 4,238,960 2,758,739

16,202,765 16,765,557

The average credit period on sales of goods and services is 234 days in 2018. No interest is charged on the
trade receivables,

All of the Company's trade and other receivables in the comparative periods have been reviewed for indicators
ofimpairment. The impaired trade receivables are mostly due from customers in the business-to-business market
that are experiencing financial difficulties.

Note 23 (b) includes disclosures relating to the credit risk éxposures and analysis relating to the allowance for
expected credit losses. The above comparative for impairment provisions refers to the I1AS 39 measurement
basis which applied an incurred loss model, whereas the current year applies IFRS 9 which is an expected loss

Refer to note 23 (a) for the currencies in which the trade and other receivables are denominated.
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9 Cash and bank balances

In Georgian lari As of 31 As of 31
December 2018 December 2017

Bank accounts 4,659 2,104
Restricted cash 1,022,172 1,174,907
1,026,831 1,177,011

Refer to note 23 (a) for the currencies in which the cash and bank balances are denominated.

Restricted cash represents amounts used as a guarantee for certain large construction contracts according to
the requirements of certain clients.

10 Loans and borrowings

In Georgian lari Current

Non-current

As of 31 As of 31 As of 31 As of 31

December December December December

2018 2017 2018 2017

Secured bank borrowings 2,996,951 3,832,730 440,338 -
Unsecured borrowings from

individuals and other companies 708,736 420,707 346,585 309,084

Bank overdraft - 64,595 - -

3,705,687 4,318,032 786,923 309,084

11 Lease obligations

The Company's heavy equipment, machinery and office Space are held under lease arrangements. As of 31
D

ecember 2018, the net carrying amount of the right of use assets is Georgian lari 787,301 (31 December 2017:
Georgian lari 905,140).

Future minimum lease payments at the end of each reporting period were as follows:

In Georgian lari Minimum lease payments

As of 31 As of 31
December 2018 December 2017

Within one year

Lease payments 295,597 315,454
Finance charges (48,328) (77,121)
247,269 238,333
In second to fifth years inclusive
Lease payments 319,641 615,241
Finance charges (31,386) (82,004)
288,255 533,237
Net present value 535,524 771,570
DAGILLC
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The lease agreement for heavy equipment and machinery includes fixed lease payments and a purchase option
at the end of the 2 years lease term.

12 Trade and other payables

In Georgian lari As of 31 As of 31
December 2018 December 2017

Advances received for construction contract work 25,526,016 20,243,123
Trade payables 8,850,398 10,307,887
Contract liability 698,950 336,749
Payable to employees 396,528 2,531,786
Provision for guarantee liabilities under construction contracts 1,434,680 1,481,609
Other 7,471 341,092
36,914,043 35,242,246

The average credit period on purchase of certain goods is 145 days (2017: 83 days). No interest is charged on
the trade payables. The Company has financial risk management policies to ensure that all payables are paid
within the credit timeframe.

Advances received represents advances received for the construction contracts. The Co mpany does not offset
advances received against construction receivables due to the fact that advances are received for specific sub-
works of the construction contracts and agreed term of advances amortization exists,

13 Revenue

In Georgian lari Year ended 31 Year ended 31
December 2018 December 2017

Construction contract revenue 24,820,542 47,772,368
Revenue from the sale of goods 46,484 247,422
Other revenue 100,529 -
24,967,555 48,019,790

14  Cost of sales

In Georgian lari Year ended 31 Year ended 31
December 2018 December 2017
Construction contract cost of sales 22,038,636 44,732,008
Cost of sales from the sale of goods 33,126 288,865
22,071,762 45,020,873

Construction contract cost of sales consist of:
Cost of materials+ 10,958,878 27,301,082
Cost of service 6,986,697 9,586,927
Payroll and related charges 3,663,294 7,058,426
Depreciation expense 162,702 237,118
Provision expense for expected guarantee costs - 418,595
Cost of bank guarantee 30,305 114,510
Business trips related to construction 219,884 15,350
Other 16,876 -
22,038,636 44,732,008
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15  Other income
In Georgian lari

Provision recovery for expected guarantee costs
Gain from disposal of property and equipment

16 Administrative expenses
In Georgian lari

Payroll and related charges
Bad debts expense
Service expenses

Vehicle maintenance

Tax penalties

Depreciation and amortization expense
Bank guarantee

Fuel

Insurance expenses
Membership fee

Utilities

Transportation expense
Communication

Bank charge

Other

17  Finance income and costs
In Georgian larni

Interest income on loans to related parties
Total finance income

Interest expenses on bank borrowings

Interest expenses on borrowings from individuals and other

companies
Interest expenses on finance lease liabilities
Total finance costs
Net finance income

18  Other financial items
In Georgian lari
Gain/(loss) from exchange differences on:

Financial assets measured at amortized cost
Financial liabilities measured at amortized cost

Year ended 31 Year ended 31
December 2018 December 2017
46,929 ¥
137,657 13,582
184,586 13,582
Year ended 31 Year ended 31
December 2018 December 2017
1,817,209 2,437,172
2,886,519 -
219,701 293,528
202,371 409,812
- 319
182,394 194,694
- 1,454
150,297 181,844
70,304 65,684
42,501 47,048
17,389 28,123
6,162 5,196
48,753 45,621
207,521 70,624
71,076 333,394
5,922,197 4,114,513
Year ended 31 Year ended 31
December 2018 December 2017
2,365,591 2,141,075
2,365,591 2,141,075
(480,693) (492,573)
(71,808) (99,211)
(76,001) (50,479)
(628,502) (642,263)
1,737,089 1,498,812
Year ended 31 Year ended 31
December 2018 December 2017
72,866 80,259
(205,240) (174,645)
(132,374) (94,386)
DAGILLC

Financial Statements
31 December 2018 29




19  Income tax expense

There were changes introduced to corporate income taxation model in the Georgian Tax Code effective from 1
January 2017 as a result of which, starting from 1 January 2017, companies pay corporate income tax on profit
distribution (dividends) to individuals and on certain transactions which may be considered as indirect distribution
of profits (benefits, gifts, payments and expenses not related to economic activities, etc.).

According to the amended concept of taxation, there are no temporary differences between the carrying amounts
of assets and liabilities in the statement of financial position and their tax bases, therefore no deferred income
taxes are recognized in financial statements as of 31 December 2016 and afterwards.

In the year 2018 Corporate income tax is mainly related to loans issued to individuals during the year, which are
taxed at the time of issuance and tax is then recoverable when the loan is returned.

20 Subsequent events

There were no events after the reporting date which would require additional adjustments or disclosures in these
financial statements.

21  Critical accounting estimates and judgments

Estimates and judgments are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.

21.1 Critical accounting estimates

The Company makes estimates and assumptions concerning the future. The resulting accounting estimates may
be different from the related actual results. The estimates and assumptions that have a significant risk of causing
a material adjustment to the carrying amounts of assets and liabilities within the next financial year are discussed
below.

Bad and doubtful debts provision

The Company estimates collectability of trade receivables based on its experience and future expectations.
Actual collectability rates of receivables may differ from management's current assessments. See details of
expected credit loss in note 23 b).

Calculation of completion stage

The Company recognizes construction revenue accord ing to IFRS 15 Revenue from Contracts with Customers
by determination of the proportion of costs already incurred to total expected expenditure for each construction

Recoverability of loans granted

The Company has significant loans granted to the owner of 75% of the Company and to the other related party
(see note 6). The recoverability of these loans fully depends on the financial capacities of these parties. As of
the date of signature of these financial statements the management's expectation is that the Company will be
able to recover loans issued and no impairment is necessary to be recognised, however actual circumstances

materially different.
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Inventories

Management estimates the net realizable values of inventories, taking into account the most reliable evidence
available at each reporting date. The future realization of these inventories may be affected by future technology
or other market-driven changes that may reduce future selling prices.

Warranty provisions

21.2 Key assumptions concerning the future
Going concemn considerations

In preparing the financial statements, management assesses the Company’s ability to continue as a going
concern and uses 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.

increase. These financial statements of the Company have been prepared on a going concern basis, which
implies settlement of assets and liabilities in the normal course of business.

22 Financial instruments

22.1 Significant accounting policies

Details of the significant accounting palicies and methods adopted, including the criteria for recognition and the
basis on which income and éxpenses are recognized, in respect of each class of financial asset, financial liability
and equity instrument are disclosed in note 22,

22.2 Categories of financial instruments

Note 3.7 provides a description of each category of financial assets and financial liabilities and the related
accounting policies. The carrying amounts of financial assets and financial liabilities in each category are as
follows:

Financial assets

In Georgian lari

31 December 2018 Amortized cost Total

Loans issued 19,339,334 19,339,334

Trade and other receivables 8,643,595 8,643,595

Cash and bank balances 1,026,831 1,026,831
29,009,760 29,009,760
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Financial liabilities

In Georgian Iari

31 December 2018 Amortized cost Total
Obligations under finance leases 535,524 535,524
Loans and borrowings 4,492 610 4,492 610
Trade and other payables 8,857,869 8,857,869

13,886,003 13,886,003

The financial instrument classifications in the prior period are in accordance with IAS 39 as follows:

Financial assets
In Georgian lari Loans and
receivables
31 December 2017 (amortised cost) Total
Loans granted 17,163,918 17,163,918
Trade and other receivables 8,823,708 9,823,708
Cash and bank balances 1,177,011 1,177,011
28,164,637 28,164,637
Financial liabilities
In Georgian lari
Other liabilities
31 December 2017 (amortised cost) Total
Obligations under finance leases 771,570 771,570
Loans and borrowings 4,627 116 4,627 116
Trade and other payables 10,648,979 10,648,979
16,047,665 16,047,665

23  Financial risk management

The Company is €xposed to various risks in relation to financial instruments. The main types of risks are market
risk, credit risk and liquidity risk,

The Company does not actively engage in the trading of financial assets for speculative purposes nor does jt
write options. The most significant financial risks to which the Company is €xposed are described below,
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Item

As of 31 December 2018 US dollar
Financial liabilities
Loans and borrowings 717,789
Obligations under finance leases 411,649
Trade and other payables 547,789
1,129,437
Net position (1,129,437)
ltem
As of 31 December 2017 US dollar
Financial liabilities
Borrowed funds 965,949
Obligations under finance leases 637,363
1,603,312
Net position (1,603,312)

The following table details the Company's sensitivity to a 10% (2017: 10%) increase and decrease in Georgian
lari against US dollar. 10% (2017: 10%) represents management's assessment of the possible change in foreign
exchange rates. The sensitivity analysis includes only outstanding foreign currency denominated monetary items
and adjusts their translation at the period end for a 10% (2017: 10%) change in foreign currency rates. If Georgian
lari had strengthened against US dollar by 10% (2017: 10%) then this would have had the following impact:

In Georgian lari US dollar impact
Year 2018 Year 2017
Profit or loss (112,944) (160,331)

Exposures to foreign exchange rates vary during the year depending on the volume of overseas transactions.
Nonetheless, the analysis above is considered to be representative of the Company's exposure to currency risk.

Interest rate risk

Interest rate risk is the risk that the fluctuations in market interest rates may adversely affect the Company's
financial position or its results of operations. As far as the Company has no floating interest rate liabilities the
management believes the Company is not exposed to material interest rate risk.

2018 Average interest rate
Contract Effective
Liabilities
Loans and borrowings
Georgian lari 13% 14%
US dollar 10% 10%
2017 Average interest rate
Contract Effective
Liabilities
Loans and borrowings
Georgian lari 15% 15%
US dollar 10% 10%
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b)  Credit risk

Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in financial loss
to the Company. The Company is exposed to credit risk from financial assets, including cash and cash
equivalents held at banks, trade and other receivables.

The credit risk in respect of cash balances held with banks and deposits with banks are managed via
diversification of bank deposits, and are only with major reputable financial institutions.

The maximum exposure to credit risk is represented by the carrying amounts of the following financial
instruments:

in Georgian lari As of 31 As of 31
December 2018 December 2017

Financial assets at carrying amounts

Loans issued 19,339,334 17,163,918
Accounts receivable 12,738,287 10,964,920
Bank balances 1,026,831 1,177,011

33,104,452 29,305,849

Trade receivables

The Company applies the IFRS 9 simplified model of recognizing lifetime expected credit losses for all trade
receivables as these items do not have a significant financing component, In measuring the expected credit
losses, the trade receivables have been assessed on a collective basis as they possess shared credit risk

The expected loss rates are based on the payment profile for sales over the past 12 months before 31 December
2018 and 1 January 2018 respectively as well as the corresponding historical credit losses during that period.
The historical rates are adjusted to reflect current and forwarding looking macroeconomic factors affecting the
customer’s ability to settle the amount outstanding. The Company has identified CPI inflation and unemployment

significant within the reporting period.
Trade receivables are written off (i.e. derecognized) when there is no reasonable expectation of recovery.

On the above basis the expected credit loss for trade receivables as of 31 December 2018 and 1 January 2018
was determined as follows:

31 December 2018 Expected Gross carrying Lifetime expected
credit loss amount credit loss

Less than 1 month 1% 3,510,560 38,375
1 month to 3 months 12% 769,339 93,614
3 month to 6 months 5% 1,076,806 55,102
6 month to 1 year 14% 2,833,602 403,331
More than 1 year 77% 4,547,980 3,504,270
Total 32% 12,738,287 4,094,692
1 January 2018 Expected Gross carrying Lifetime expected
credit loss amount credit loss

Less than 1 month 1% 2,131,707 28,299
1 month to 3 months 8% 3,266,016 261,280
3 month to 6 months 5% 1,616,892 80,845
6 month to 1 year 100% 200,237 200,237
More than 1 year 17% 3,750,068 637,512
11% 10,964,920 1,208,173
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The closing balance of the of the trade receivables loss allowance as of 31 December 2018 reconciles with the

trade receivables loss allowance opening balance as follows:

In Georgian lari

2018 2017
Loss allowance as of 1 January calculated under IAS 39 1,141,212 1,141,212
Amounts restated through opening retained earnings 66,961 -
Loss allowance as of 1 January 2018 1,208,173 1,141,212
Loss allowance recognized during the year 2,886,519 -
Loss allowance as of 31 December 2018 4,094,692 1,141,212

¢)  Liquidity risk
Liquidity risk is the risk that the Company will be unable to meet its obligations.

The Company's policy is to run a prudent liquidity management policy by means of holding sufficient cash and
bank balances, as well as highly liquid assets for making all operational and debt service related payments when
those become due.

The following table details the Company’s remaining contractual maturity for its non-derivative financial liabilities
with agreed repayment periods. The table has 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 table includes both
interest and principal cash flows,

2018 Non-interest Finance lease Fixed interest
bearing liability rate instruments Total

Weighted average
effective interest rate

(%) 10.34% 1%
Less than 6 months 8,857,869 137,542 3,483,212 12,478,623
6 months to 1 year - 109,728 337,742 447,470
1-5 years - 288,254 850,691 1,138,947
8,857,869 535,524 4,671,645 14,065,040
2017 Non-interest Finance lease Fixed interest
bearing liability rate instruments Total
Weighted average
effective interest rate
(%) 10.34% 12%
Less than 6 months 10,648,979 149,263 1,293,743 12,091,985
6 months to 1 year - 166,191 2,974,327 3,140,518
1-5 years - 615,241 371,194 986,435
10,648,979 930,695 4,639,264 16,218,938

The Company considers expected cash flows from financial assets in assessing and managing liquidity risk,
particularly its cash resources and trade receivables.

24  Fair value measurement

The Company provides an analysis of its assets and liabilities that are measured subsequent to initial recognition
at fair value, grouped into Levels 1 to 3 based on the degree to which the fair value is observable. These Levels
are described below:

* Level 1-fair value measurements are those derived from quoted prices (unadjusted) in active markets
for identical assets or liabilities;

¢ Level 2 - fair value measurements are those derived from inputs other than quoted prices included
within Level 1 that are observable for the asset or liability, either directly (i.e. as prices) or indirectly
(i.e. derived from prices); and
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* Level 3 - fair value measurements are those derived from valuation techniques that include inputs for
the asset or liability that are not based on observable market data (unobservable inputs).

Financial instruments measured at amortized cost for which the fair value is disclosed

The carrying amount of the bank and individual borrowings are considered to be a reasonable approximation of
the fair value.

25 Capital risk management

The Company manages its capital to ensure that it will be able to continue as a going concern and provide
adequate return to stakeholders.

The capital structure of the Company consists of equity comprising issued capital, reserves and accumulated
profits and debt, which includes borrowings disclosed in note 10,

Management assesses the Com pany’s capital requirements in order to maintain an efficient overall financing
structure while avoiding excessive leverage. This takes into account the subordination levels of the Company's
various classes of debt. The Company manages the capital structure and makes adjustments to it in the light of
changes in economic conditions and the risk characteristics of the underlying assets. In order to maintain or
adjust the capital structure, the Company may adjust the amount of dividends paid to shareholders, return
capital to shareholders, issue new shares, or sell assets to reduce debt.

The amounts managed as capital by the Company for the reporting periods are summarized as follows:

In Georgian lari As of 31 As of 31

December 2018 December 2017
Total equity (1,433,420) 234,738
Less: cash and bank balances (1,026,831) (1,177,011)
Capital (2,460,251) (942,273)
Total equity (1,433,420) 234,738
Borrowings 4,492 610 4,627,116
Obligations under finance leases 535,524 771,570
Overall financing 3,594,714 5,633,424
Capital to overall financing ratio (68%) (17%)

25.1 Business environment

Georgia continues to undergo political and economic changes. As an emerging market, Georgia does not
possess a developed business and regulatory infrastructure that generally exists in a more mature free market
economy. In addition, economic conditions continue to limit the volume of activity in the financial markets, which
may not be reflective of the values for financial instruments. The main obstacle to further economic development
is a low level of economic and institutional development, along with a centralized economic base, regional
instability and international economic crisis.

Decline in international prices of mining products, uncertainties due to possibilities of attraction of direct capital
investments, inflation, may lead to deterioration of the situation of Georgian economy and of the Company.
However, as the number of variables and assumptions involved in these uncertainties is big, management cannot
make a reliable estimate of the amounts by which the carrying amounts of assets and liabilities of the Company
may be affected.

Management of the Company believes that in the current conditions appropriate measures are implemented in
order to ensure economic stability of the Company.
25.2 Insurance

The Georgian insurance industry is in its development stage and many forms of insurance protection common in
other parts of the world are not yet generally available in Georgia. The Company does not have full coverage for
its assets or business interruption. Until the Company obtains adequate insurance coverage, there is a risk that
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the loss or destruction of certain assets could have a materially adverse effect on the Company's operations and
financial position.

25.3 Taxes

The taxation system in Georgia is relatively new and is characterized by frequently changing legislation, which is
often subject to interpretation. Often differing interpretations exist among various taxation authorities and
jurisdictions. Taxes are subject to review and investigations by tax authorities, which are enabled by law to
impose severe fines and penalties.

These facts may create tax risks in Georgia substantially more than in other developed countries. Management
believes that it has adequately provided for tax liabilities based on its interpretation of tax legislation. However,
the relevant authorities may have differing interpretations and the effects could be significant.

26 Cash and cash equivalents

For the purpose of the statement of cash flows, cash and cash equivalents include cash on hand and in banks
and short-term investments with a maturity period of less than 3 months, net of outstanding bank overdrafts,
Cash and bank balances at the end of the financial year as shown in the statement of cash flows can be
reconciled to the related items in the statement of financial position, as follows:

In Georgian lari As of 31 As of 31 December
December 2018 2017

Cash and bank balances 4,659 2,104
Restricted cash 1,022,172 1,174,907
Bank overdraft - (64,595)
1,026,831 1,112,416

27 Reconciliation of liabilities arising from financing activities

The changes in the Company's liabilities arising from financing activities can be classified as follows:

In Georgian lani Long-term Short-term Lease
borrowings borrowings liabilites Total

as of 1 January 2018 309,084 4,318,032 771,570 5,398,686
Cash-flows

Repayments - (2,615,593) (277,008) (2,892,602)

Proceeds 589,475 1,339,473 - 1,928,948
Non-cash

Proceeds - - - -

Interest accrued 4,896 557,440 76,001 638,337

Foreign exchange (10,197) 1,301 (8,896)

gain/loss

Reclassification (116,531) 116,531 (36,339) (36,339)

as of 31 December 2018 786,923 3,705,687 535,525 5,028,134

28 Related parties

The Company's related parties include its owners, key management and others as described below.

28.1 Control relationships
The Company is controlled by Gogi Gulordava, which owns 75% of the Com pany's equity.
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28.2 Transactions with related parties

During the reporting year the Company had the following transactions with the related parties and as of the
reporting date had the following outstanding balances.

In Georgian lari
Year ended 31 Year ended 31
Transactions December 2018 December 2017
Owners
Loans issued 1,204,565 4,642,770
Loans recovered 639,595 2,267,995
Accrual of interest income 2,302,823 1,898,193
Entities under common control
Loans issued 207,403 18,632
Loans recovered 945,701 898,700
Accrual of interest income 45,921 238,929
Acquisition of goods and raw materials 79,703 131,148
Acquisition of services 13,851 15,941
Proceeds from services 2,711,017 5,025,424
In Georgian lari
As of 31 As of 31
Outstanding balances December 2018 December 2017
Owners
Loans issued 18,573,138 15,705,345
Trade and other receivables 75,524 1,361
Trade and other payables (181,110) (42,290
Obligations under financial leases (167,099) (203,812)
Entities under common control
Loans issued 766,195 1,458,573
Trade and other receivables 7,547,705 6,266,613
Trade and other payables 14,891 (511,199)

28.3 Transactions with management and close family members

Key management received the following remuneration during the year, which is included in payroll.

In Georgian lari Year ended 31 Year ended 31

December 2018 December 2017

Salaries and bonuses 397,100 541,582
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Me, the notary of Georgia, Diana Svanadze, in my Notary bureau located in Ne 109 Aghmashenebeli Ave, was
applied by the translator Teo Akhalaia. She presented the document and requested to certify the
authenticity of her signature as the diplomaed translator, The identity of her was established by me,
on basis of the ID-document presented by her and I am convinced that I was really applied by Mrs
Teo Akhalaia (date of birth: 29.07.1983, Zugdidi, personal Ne 19001017493, living in Thbilisi, Sh.
Gamtsemlidze str.19B). I checked her competence and I have no reason to express any doubt towards
her. The translator presented the Diploma confirming her knowledge of (English) language: Diploma
Master of English language #000006, issued on 30.10.2005 by David Aghmashenebeli University of Georgia. 1
have examined the qualification of Teo Akhalaia for making the translations and concluded that she is
competent in doing translations. Then I established the authenticity of her will. I explained to the translator
the legal consequences of the translation, that she is responsible for the correctness of the translation, Notary
certifies only the authenticity of the translator’s signature on the translated document. The translator
confirmed before me that the translation is accurate and she personally put her signature on the translation
of the document in my presence which I certify. 1 cop. 47 pag.

Notary’s fee paid: 94.00 GEL, in accordance with Rezolution #507 of the Government of Georgia (29.12.2011, Thbilisi)
for execution of notarial actions Article 31 “On approval of the amount, order of payment and service’s terms of the fee
defined for Notary Chamber of Georgia, also V.A.T. 16.92 GEL, in accordance with Tax Code Article 169, 2.00 Gel
(inclusive VAT) in accordance with Artikle 39 of the Resolution #507 of the Government of Georgia, 112.92 GEL paid
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