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INDEPENDENT AUDITOR’S REPORT

To the Owner and the Management of BAUER Georgia Foundation Specialists LLC:
Opinion

We have audited the accompanying financial statements of BAUER Georgia Foundation Specialists
LLC (the "Company"), which comprise the statement of financial position as at 31 December 2018,
and the statement of comprehensive income, statement of changes in equity and statement of cash
flows for the year then ended, and notes to the financial statements, including a summary of significant
accounting policies.

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

Basis for Opinion

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

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

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

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 financlal 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
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’ Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

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

» Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive 10 those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

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

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

» Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company's ability 10
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor's report 10 the related disclosures in the financial statements or,
if such disclosures are inadequate, to modify our opinion. Our conclusions are pased on the
audit evidence obtained up to the date of cur auditor's report. However, future events or
conditions may cause the Company to cease {0 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 @ manner that achieves fair presentation.

> Obitain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Company to express an opinion on the financial statements. We are i
responsible for the direction, supervision and performance of the audit. We remain solely ]
responsible for our audit opinion.

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.

Other matter

The financial statements of the Company for the year ended 31 December 2017 were audited by
another auditor who expressed unmodified opinion on those statements on 16 February 2018.

The engagement partner responsible for the audit resulting in this independent auditor's report is Gela
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BAUER GEORGIA FOUNDATION SPECIALISTS LLC
Statement of Financlal Position

(Amounts expressed in Georgian Lari)

31 December 31 December
- Note 2018 2017
ASSETS
Non-current Assets
Property, plant and equipment 5 6,798,812 4,798,954
Intangible assets 2,776 3,158
Total non-current assets . 6,801,588 4,802,112
Current assets G
Inventory 6 1,875,325 1,821,215
Trade and other receivables 7 1,658,619 3,439,236
Prepaid taxes, net - 165,583
Cash and cash equivalents 8 1,067,274 1,169,927
Total current assets 4,591,218 6,595,961 _
TOTAL ASSETS 11,392,806 11,398,073
EQUITY
Charter capital 11,917,035 11,917,035
Accumulated losses (8,524,085) (9,624,723)
Currency translation reserves (58,339) (58,339)
TOTAL EQUITY 3,334,611 2,233,973
LIABILITIES
Non-current liabilities
Deferred revenue from received grant 19,102 22,644
Current liabllities
Borrowings 9 7,832,696 8,831,011
Trade and other payables 10 177,446 310,445
Tax liabllity, net 11 28,951 _ =
. 8,039,093 9,141 A56
TOTAL EQUITY AND LIABILITIES 11,392,806 11,308,073.

Approved for issue and signed on behalf of the Management on 15 February 2019 by:

Fatih Gatalbas
General Manager

The accompanying notes on pages 8 to 27 are an integral part of these
Financial Statements.
Page 4 of 27




BAUER GEORGIA FOUNDATION SPECIALISTS LLC
Statement of Comprehensive Income
(Am_m_mtf expressed in Georgian Lari)

Note 2018 2017
Operating income
Revenue from Contracts with Customers 12 8,423,764 5,957,448
Recovery of impairment of trade and other receivables 7 248 1,291,948
Gain on sale of property, plant and equipment 1,071,365 995,414
Other income 45,071 117,582
9,540,448 8,362,392
Operational expenses
Changes in inventories d 13 54,110 (78,389)
Cost of materials 14 (2,356,919) (1,030,794)
Employee benefit expenses . 15 (2,977,971) (3,435,199)
Depreciation and amortisation 5 y (937,267) (1,081,528)
Other operating and administrative expenses 16 (1,322,924) (1,849,660)
(7,540,971) (7,475,570)
Operating result 1,999,477 886,822
Net financial income (expenses) 17 (846,023) (1,099,854)
Foreign exchange gain/ioss, net (56,358) 65,534
Unrestricted revenue from received grant 3,542 3,541
Profit / (Loss) before tax 1,100,638 {143,957)
Tax expense - .
Net profit / (Loss) 1,100,638 {143,957)
Other comprehenslve gain
Differences from currency translation s =
Total comprehensive profit / (Loss) 1,100,638 {143,957)

Approved for issue and signed on behalf of the Management on 15 February 2019 by:

o/ &

Knut pielsficker Fatih Gatalbas
Managing Director General Manager

The accompanying notes on pages 8 to 27 are an integral part of these
Financial Statements.

Page 5 of 27




BAUER GEORGIA FOUNDATION SPECIALISTS LLC
Statement of Changes in Equity
(Amounts expressed in Georgian Lari) -

: Currency
c“a.’“" Accumulated translation Total
capital losses reserves
31 December 2016 11,917,035 (9,480,766) (58,339) 2,377,930
Total comprehensive _ .
loss for the period (143.267) (143,957)
31 December 2017 11,917,035 . (9,624,723) (58,339) 2,233,973
Total comprehensive .
profit for the period s | 1,100,638 . 1,100,638
31 December 2018 11,917,035 (8,524,085) (58,339) 3,334,611

Approved for igsue and signed on behalf of the Management on 15 February 2019 by:
- A

{

v —-r} ’ /___._
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Knut Piflsticker Fatih Catalbag
Managing Director General Manager

The accompanying notes on pages 8 to 27 are an integral part of these
Financial Statements.

Page 6 of 27




BAUER GEORGIA FOUNDATION SPECIALISTS LLC
Statement of Cash Flows — 31 December 2018
(Amounts expressed in Georgian Lari)

2018 2017
Cash flows from operating activities
Profit / (Loss) before tax 1,100,638 ~ (143,957)
Adjustments to:
Depreciation and amortisation 937,267 1,081,528
R_ecovery of impairment of trade and other (1,291,948)
receivables
Finance expense, net 847,965 1,099,854
Effect of exchange rate changes 56,359 (65,534)
Revenue from received grant (3,542) (3,541)
Impairment of property, plant and equipment (PPE) - 17,998
Gain from disposed of PPE (1,071,366) (995,414)
Cash inflows/(outflow) from operating activities
before changes in operating assets and liablilities 1,867,321 (301,014)
Movements in working capital
(Increase)/Decrease in inventories (54,110) 78,389
Increase in trade and other receivables 1,065,783 4,557,647
Decreasel(increase) in prepaid taxes 165,583 (113,242)
Decrease in trade and other payables (91,221) (651,654)
Increase/(decrease) in taxes payable 28,951 -
Cash outflow from operating activities 2,982,307 3,570,126
Interest paid (640,746) (793,889)
Net cash outflow from operating activities 2,341,561 2,776,237
Cash flows from investing activities
Purchase of PPE (3,460,451) (290,015)
Sale Of PPE 2,029,887 -
Interest received 1,623 23,339
Net cash outflow from investing activities (1,428,941)  (266,676)
Cash flows from financial activities
Proceeds from borrowings 9,340,320 18,667,797
Repayment of borrowings (10,340,320) (20,377.667)
Net cash inflow from financing activities (1,000,000) (1,709,870)
Net increase/ (Decrease) in cash and cash
equivalents (87,380) 799,691
y(;a;h and cash equivalents at the beginning of the 1,169,927 377,500
Effect of differences from currency translation - -
Effect of changes in foreign exchange rate on cash
and cash equlvalents (25.273) (7.273)
Cash and cash equivalents at the end of the year 1,057,274 1,169,927

Y/

Approved for issue and signed on behalf of the Management on 15 February 2019 by:

Fatih Gatalbag
General Manager

Knut Pjblisticker
Managing Director

The accompanying notes on pages 8 to 27 are an integral part of these
Financial Statements.
Page 7 of 27



BAUER GEORGIA FOUNDATION SPECIALISTS LLC
Notes to the Financial Information — 31 December 2018
(Amounts expressed in Georgian Lari)

1 BAUER Georgia Foundation Specialists LLC and its Operations

BAUER Georgia Foundation Specialists LLC (hereinafter- the Company) was founded on 26 August
2009. It represents the subsidiary of BAUER Spezialtiefobau GMBH (further in the text - the Parent).

BAUER Georgia Foundation Specialists LLC is registered, and head office is located at # 27 Mitskevichi
Str., floor 6, 0194 Thilisi, Georgia. .

Principal field of activities is geotechnical, engineering and contracting works, such as: Shoring, building
pile walls, diaphragm wall, ground anchors, dewatering, soil improvement and etc.

Branch of BAUER Georgia Foundation Specialists LLC in the Republic of Azerbaijan became dormant
from 17 May 2016.

2 Operating Environment of the Company

The Company's principal business activities are within Georgia. Georgia displays certain characteristics
of an emerging market, including relatively high inflation and high interest rates. Georgian tax legislation
is subject to varying interpretations and frequent changes.

The future economic direction of Georgia is largely dependent upon the effectiveness of economic,
financial and monetary measures undertaken by the Government, together with tax, legal, regulatory and
political developments.

Management is unable to predict all developments which could have an impact on the Georgian economy
and consequently what effect, if any, they could have on the future financial position of the Company.
Management believes it is taking all the necessary measures to support the sustainability and
development of the Company's business.

3 Summary of Significant Accounting Policies

Basis of preparation. These financial statements have been prepared in accordance with International
Financial Reporting Standards, International Accounting Standards and Interpretations (collectively
IFRSs).

The preparation of financial statements in compliance with IFRS requires the use of certain critical
accounting estimates. It also requires management to exercise judgment in the most appropriate
application in applying the accounting policies. The areas where significant judgments and estimates
have been made in preparing the financial statements and their effect are disclosed in Note 4.

The financial statements have been prepared under the historical cost basis.
The reporting period for the Company is the calendar year from January 1 to December 31.
This financial information is presented in Georgian Lari ("GEL"), unless otherwise stated.

Going Concern. These financial statements have been prepared on the assumption that the Company is
a going concern and will continue its operations for the foreseeable future. As described in the analysis of
liquidity risk, the Company has negative liquidity index ratio. Despite this fact Management has an
intention to further develop the business of the Company in Georgia by participating and wining new
tenders. Shareholders are going to fund the Company's operating losses until it generates sufficient
income to finance working capital. Consequently, the management believes that the going concern
assumption is appropriate for the Company.

The accompanying notes on pages 8 to 27 are an integral part of these
Financial Statements.
Page 8 of 27



BAUER GEORGIA FOUNDA TION SPECIALISTS LLC
Notes to the Financial Information — 31 December 2018
(Amounts expressed in Georgian Lari)

3 summary of Significant Accounting Policies (Continued)

Adoption of new IFRSs. The Company applied IFRS 15 and IFRS 9 for the first time. The nature and
effect of the changes as a result of adoption of these new accounting standards are described below.

Several other amendments and interpretations apply for the first time in 2018, but do not have an impact
on the financial statements of the Company. The Company has not early adopted any standards,
interpretations or amendments that have been issued but are not yet effective.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 supersedes IAS 11 Construction Contracts, |1AS 18 Revenue and related Interpretations and it
applies, with limited exceptions, to all revenue arising from contracts with customers. IFRS 15 establishes
a five-step model to account for revenue arising from contracts with customers and requires that revenue
be recognized at an amount that reflects the consideration to which an entity expects to be entitied in
exchange for transferring goods or services to a customer.

IFRS 15 requires entities to exercise judgement, taking into consideration all of the relevant facts and
circumstances when applying each step of the model to contracts with their customers. The standard also
specifies the accounting for the incremental costs of obtaining a contract and the costs directly related to
fulfiling a contract. In addition, the standard requires extensive disclosures.

The Group adopted IFRS 15 using the modified retrospective method of adoption with the date of initial
application of 1 January 2018. Under this method, the standard can be applied either to all contracts at
the date of initial application or only to contracts that are not completed at this date. The Group elected to
apply the standard to all contracts as at 1 January 2018. Adoption of the new standard did not have effect
on the Company’s financial statements as at 31 December 2018.

Before adoption of IFRS 15, the Company accounted for the construction contracts by the percentage of
completion method which was determined according to the cost incurred. Under IFRS 15 the Company
started using surveys of work performed method.

IFRS 9 Financial Instruments

IFRS 9 Financial Instruments replaces 1AS 39 Financial Instruments: Recognition and Measurement for
annual periods beginning on or after 1 January 2018, bringing together all three aspects of the accounting
for financial instruments: classification and measurement; impairment; and hedge accounting.

The Company applied IFRS 9 retrospectively, with an initial application date of 1 January 2018. Adoption
of the new standard did not have effect on the Company’s financial statements as at 31 December 2018.

New standards, interpretations and amendments not yet effective

IFRS 16 Leases

The scope of IFRS 16 includes leases of all assets with certain exceptions. A lease is defined as a
contract, or part of a contract, that conveys the right to use an asset (the underlying asset) for a period of
time in exchange for consideration. IFRS 16 requires lessees to account for all leases under a single on-
balance sheet model in a similar way to finance leases under IAS 17. The standard includes two
recognition exemptions for lessees - leases of 'low-value' assets (e.g., personal computers) and short-
term leases (i.e., leases with a lease term of 12 months or less). At the commencement date of a lease, a
lessee will recognize a liability to make lease payments (i.e., the lease liability) and an asset representing
the right to use the underlying asset during the lease term (i.e., the right-of-use asset). Lessees will be
required to separately recognize the interest expense on the lease liability and the depreciation expense
on the right-of-use asset.

Lessor accounting is substantially unchanged from today's accounting under IAS 17. Lessors will continue
to classify all leases using the same classification principle as in IAS 17 and distinguish between two
types of leases: operating and finance leases.

The accompanying notes on pages 8 to 27 are an integral part of these
Financial Statements.
Page 9 of 27




3AUER GEORGIA FOUNDATION SPECIALISTS LLC
Notes to the Financial Information — 31 December 2018
(Amounts expressed in Georgian Lari)

3 summary of Significant Accounting Policies (Continued)

The standard is effective for annual periods beginning on or after 1 January 2019 and earlier application
is permitted but not before an entity applies IFRS 15. The Company is assessing the impact of IFRS 16.

principal accounting policies

Principal accounting policies applied in the preparation of these financial statements are set out below.
These policies have been consistently applied to all the periods presented, uniess otherwise stated.

Foreign currency transiation

Functional and presentation currency

ltems included in the financial statements are measured using the currency of the primary economic
environment in which the Company operates (‘the functional currency'). Financial statements are
presented in Georgian Lari, which is the Company's functional and presentation currency. Amounts are
rounded to nearest whole, unless otherwise indicated.

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions or valuation where items are premeasured. Foreign exchange
gains and losses resulting from the settlement of such transactions and from the translation at year-end
exchange rates of monetary assets and liabilities denominated in foreign currencies are recognized in the
statement of comprehensive income.

The results and financial position of the Company's branch in Azerbaijan are translated into presentation
currency using the following procedures:

a) Assets and liabilities for each balance sheet presented (i.e. including comparatives) are
translated at the closing rate at the date of that balance sheet;

b) Income and expenses for each income statement (i.e. including comparatives) are translated at
exchange rates at the dates of the transactions; and

c) All resulting exchange differences are recognized as a separate component of equity.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated
using the exchange rates at the dates of the transactions.

As at 31 December 2018 and 2017 the closing rates (Official rates of the National Bank of Georgia) of
exchange used for translating foreign currency balances to Georgian Lari were:

31 December 2018

31 December 2017

1 USD/GEL 2.6766 25022
1 EUR/GEL 3.0701 3.1044
1 AZN/GEL 1.5786 1.5249
Average exchange rate for Average exchange rate for
2018 year 2017 year
1 USD/GEL 2.5345 2.5086
1 EUR/GEL 2.9913 2.8322
1 AZN/GEL 1.4944 1.4588

The accompanying notes on pages 8 to 27 are an integral part of these
Financial Statements.
Page 10 of 27



JAUER GEORGIA FOUNDATION SPECIALISTS LLC

Notes to the Financial Information — 31 December 2018
(Amounts expressed in Georgian Lari)

3 Summary of Significant Accounting Policies (Continued)

Financial Instruments
Revenue from contracts with customers

The Company is in the business of providing geotechnical, engineering and contracting works, such as:
Shoring, building pile walls, diaphragm wall, ground anchors, dewatering, soil improvement and etc.
Revenue from contracts with customers is recognized when control of the goods or services are
transferred to the customer at an amount that reflects the consideration to which the Company expects to
be entitled in exchange for those goods or services. The Group has generally concluded that it is the
principal in its revenue arrangements. )

Sale of equipment

Revenue from sale of equipment is recognized at the point in time when control of the asset is transferred
to the customer, generally on delivery of the equipment. The normal credit term is 30 to 90 days upon
delivery. The Company considers whether there are other promises in the contract that are separate
performance obligations to which a portion of the transaction price needs to be allocated (e.g.,
warranties). In determining the transaction price for the sale of equipment, the Company considers the
effects of variable consideration, the existence of significant financing components, noncash
consideration, and consideration payable to the customer (if any).

Construction contracts

Construction contracts are accounted for by the percentage of completion method. The applicable
percentage is determined using surveys of work performed, which is assessed by the Company and
customer by the end of each month.

a) Financial instruments — initial recognition and subsequent measurement

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial
liability or equity instrument of another entity

Financial assets

Initial recognition and measurement
Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, fair
value through other comprehensive income (OCl), and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset's contractual
cash flow characteristics and the Company’s business model for managing them. With the exception of
trade receivables that do not contain a significant financing component or for which the Company has
applied the practical expedient, the Company initially measures a financial asset at its fair value plus, in
the case of a financial asset not at fair value through profit or loss, transaction costs.

Trade receivables that do not contain a significant financing component or for which the Company has
applied the practical expedient are measured at the transaction price determined under IFRS 15.

In order for a financial asset to be classified and measured at amortised cost or fair value through OCI, it
needs to give rise to cash flows that are 'solely payments of principal and interest (SPPI)’ on the principal
amount outstanding. This assessment is referred to as the SPPI test and is performed at an instrument
level.

The Company's business model for managing financial assets refers to how it manages its financial
assets in order to generate cash flows. The business model determines whether cash flows will result
from collecting contractual cash flows, selling the financial assets, or both. Purchases or sales of financial
assets that require delivery of assets within a time frame established by regulation or convention in the

The accompanying notes on pages 8 to 27 are an integral part of these
Financial Statements.
Page 11 of 27




3AUER GEORGIA FOUNDATION SPECIALISTS LLC
Notes to the Financial Information — 31 December 2018
(Amounts expressed in Georgian Lari)

3 Summary of Significant Accounting Policies (Continued)

market place (regular way trades) are recognized on the trade date, i.e., the date that the Company
commits to purchase or sell the asset.

Subsequent measurement
For purposes of subsequent measurement, financial assets are classified in four categories:

. Financial assets at amortised cost (debt instruments)

. Financial assets at fair value through OCI with recycling of cumulative gains and losses (debt
instruments) « Financial assets designated at fair value through OCI with no recycling of cumulative gains
and losses upon derecognition (equity instruments)

« Financial assets at fair value through profit or loss.

Financial assets at amortised cost (debt instruments)

This category is the most relevant to the Company. The Company measures financial assets at amortised
cost if both of the following conditions are met:

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

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

Financial assets at amortised cost are subsequently measured using the effective interest (EIR) method
and are subject to impairment. Gains and losses are recognized in profit or loss when the asset is
derecognized, modified or impaired. The Company’s financial assets at amortised cost includes trade
receivables.

Trade receivables are amounts due from customers for provision of service or delivery of goods in the
ordinary course of business. If collection is expected in one year or less (or in the normal operating cycle
of the business if longer), they are classified as current assets. If not, they are presented as noncurrent
assets.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial
assets) is primarily derecognized (i.e., removed from the Group's consolidated statement of financial
position) when:

» The rights to receive cash flows from the asset have expired; Or

« The Company has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a ‘pass-
through’ arrangement; and either (a) the Company has transferred substantially all the risks and rewards
of the asset, or (b) the Company has neither transferred nor retained substantially all the risks and
rewards of the asset, but has transferred control of the asset.

Impairment of financial assets

The Company recognizes an allowance for expected credit losses (ECLs) for all debt instruments not held
at fair value through profit or loss. ECLs are based on the difference between the contractual cash flows
due in accordance with the contract and all the cash flows that the Company expects to receive,
discounted at an approximation of the original effective interest rate. The expected cash flows will include
cash flows from the sale of collateral held or other credit enhancements that are integral to the contractual
terms.

ECLs are recognized in two stages. For credit exposures for which there has not been a significant
increase in credit risk since initial recognition, ECLs are provided for credit losses that result from default
events that are possible within the next 12-months (a 12-month ECL). For those credit exposures for
which there has been a significant increase in credit risk since initial recognition, a loss allowance is

The accompanying notes on pages 8 to 27 are an integral part of these
Financial Statements.
Page 12 of 27




/AUER GEORGIA FOUNDA '_I'ION SPECIALISTS LLC
Jotes to the Financial Information — 31 December 2018

(Amounts expressed in Georgian Lari)

3 Summary of Significant Accounting Policies (Continued)

required for credit losses expected over the remaining life of the exposure, irrespective of the timing of the
default (a lifetime ECL).

For trade receivables and contract assets, the Group applies a simplified approach in calculating ECLs.
Therefore, the Group does not track changes in credit risk, but instead recognizes a loss allowance based
on lifetime ECLs at each reporting date. The Group has established a provision matrix that is based on its
historical credit loss experience, adjusted for forward-looking factors specific to the debtors and the
economic environment.

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or
loss, loans and borrowings, payables, or as derivatives designated as hedging instruments in an effective
hedge, as appropriate.

All financial liabilities are recognized initially at fair value and, in the case of loans and borrowings and
payables, net of directly attributable transaction costs.

The Company'’s financial liabilities include trade and other payables, loans and borrowings including bank
overdrafts.

Subsequent measurement
The measurement of financial liabilities depends on their classification, as described below:

Loans and borrowings

This is the category most relevant to the Company. After initial recognition, interest-bearing loans and
borrowings are subsequently measured at amortised cost using the EIR method. Gains and losses are
recognized in profit or loss when the liabilities are derecognized as well as through the EIR amortisation
process. Amortised cost is calculated by taking into account any discount or premium on acquisition and
fees or costs that are an integral part of the EIR. The EIR amortisation is included as finance costs in the
statement of profit or loss. This category generally applies to interest-bearing loans and borrowings.

Derecognition

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or
expires. When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as the derecognition of the original liability and the recognition of a new liability.
The difference in the respective carrying amounts is recognized in the statement of profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the statement of
financial position if there is a currently enforceable legal right to offset the recognized amounts and there
is an intention to settle on a net basis, to realise the assets and settle the liabilities simultaneously.

Property, plant and equipment

ltems of property, plant and equipment are initially recognized at cost. As well as the purchase price, cost
includes directly attributable costs and the estimated present value of any future unavoidable costs of
dismantling and removing items. The corresponding liability is recognized within provisions. Subsequent
costs are included in the asset's carrying amount or recognized as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will flow to the Company and
the cost of the item can be measured reliably. The carrying amount of the replaced part is derecognized.
Ali other repairs and maintenance are charged to the profit and loss during the financial period in which
they are incurred.

The accompanying notes on pages 8 to 27 are an integral part of these
Financial Statements.
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3 Summary of Significant Accounting Policies (Continued)

Depreciation is charged on the carrying value of property, plant and equipment and is designed to write
off assets over their useful economic lives. Depreciation is calculated on a straight-line basis at the

following useful lives:
Useful lives in years

Lo Not Deprec;igtgg
Buildings . '

Plant a%d machineries 250
Office equipment o
Books _ 510
Tools e
Vehicles i

Intangible assets

Intangible assets are shown at historical cost less accumulated amortization and impairment charges. All
the Company's intangible assets have definite useful lives and amortization is charged under straight line
method according to the useful life on an asset.

Inventories

Inventories are initially recognized at cost, and subsequently at the lower of cost and net realizable value.
Cost comprises all costs of purchase and other costs incurred in bringing the inventories to their present
location and condition. For example, cost of transportation, import duty and other directly attributable
expenses.

Impairment of non-financial assets

The Company assesses, at each reporting date, whether there is an indication that an asset may be
impaired. If any indication exists, or when annual impairment testing for an asset is required, the
Company estimates the asset's recoverable amount. An asset's recoverable amount is the higher of an
asset's or CGU's fair value less costs of disposal and its value in use. The recoverable amount is
determined for an individual asset, unless the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets. When the carrying amount of an asset or
CGU exceeds its recoverable amount, the asset is considered impaired and is written down to its
recoverable amount.

Taxation

Income tax expense represents the sum of the tax currently payable. The tax currently payable is based
on taxable profit for the year. Taxable profit differs from profit as reported in the statement of total
comprehensive income because it excludes items of income or expense that are not taxable or deductible
in current period. The Company's liability for current tax is calculated using tax rates that have been
enacted or substantively enacted by the end of the reporting period.

Owing to the specific nature of the taxation system in Georgia, there are no differences between the
carrying amounts and tax bases of the assets and liabilities of companies registered in Georgia that could
result in deferred tax assets or deferred tax liabilities.

Taxes other than income tax are recognized when obligating events have occurred. The obligating events
are an event that raises a liability to pay a tax. Taxes are calculated in accordance with Georgian
legislation. Prepaid taxes are recognized as assets.

Cash and cash equivalents

Cash and cash equivalents include cash on hand, cash on current accounts in banks, and cash on bank
deposits with original maturity of less than 3 months.

The accompanying notes on pages 8 to 27 are an integral part of these
Financial Statements.
Page 14 of 27
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3 Summary of Significant Accounting Policies (Continued)

Charted capital
The amount of Company's authorized charter capital is defined by the Company's Charter. The changes

in the Company's Charter (changes in charter capital, ownership, etc.) shall be made only based on the
decision of the Company's owners. The authorized capital is recognized as charter capital in the equity of

the Company to the extent that it was contributed by the owners to the Company.

Government grants

Government grants, including non-monetary grants at fair value is recognized when there is reasonable
assurance that:

a) The entity will comply with the conditions attaching to them; and
b) The grants will be received.

Government grants is recognized as income over the periods necessary to match them with the related
costs which they are intended to com pensate, on a systematic basis. Grants related to non-depreciable
asset is recognized as income over the periods which bear the cost of meeting the obligations.

The company assess the fair value of the non-monetary asset and accounts for both grant and asset at
that fair value.

Staff costs and related contributions

Wages, salaries, bonuses, and non-monetary benefits are accrued in the year in which the associated
services are rendered by the employees of the Company.

Recognition of expenses

Expenses are recognized in the income statement if there arises any decrease of future economic profit
related to the decrease of an asset or increase of a liability that can be reliably assessed.

Expenses incurred during the services rendered are recognized in proportionate calculation with
recognized income.

Expenses are recognized in the income statement immediately, if the expenses do not result in future
economic profit any more, or if future economic profit do not meet or stop to meet the requirements of
recognition as an asset in the balance sheet.

Post balance-sheet events

Post-balance sheet events and events pefore the date of financial statements authorization for issue that
provide additional information about the Company's financial statements are reported in the financial
statements. Post-balance sheet events that do not affect the financial position of the Company at the
balance sheet date are disclosed in the notes to the financial statements when material.

Transactions with related parties

Related parties or transactions with related parties, as defined by IAS 24 "Related party disclosures”,
represent:

a) Parties that directly, or indirectly through one or more intermediaries: control, or are controlled by,
or are under common control with, the Company (this includes parents, subsidiaries and fellow
subsidiaries); have an interest in the Company that gives then significant influence over the
Company; and that have joint control over the Company;,
b) Members of key management personnel of the Company or its parent;
c) Close members of the family of any individuals referred to in (a) or (b);

The accompanying notes on pages 8 to 27 are an integral part of these
Financial Statements.
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3 summary of Significant Accounting Policies (Continued)

d) Parties that are entities controlled, jointly controlled or significantly influenced by, or for which
significant voting power in such entity resides with, directly or indirectly, any individual referred to

in (c) or (b);

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

Provisions, Contingent Liabilities and Contingent Assets

Contingent liabilities are not reflected in the financial statements, except for the cases when the outflow of
economic benefits is likely to origin and the amount of such liabilities can be reliably measured. The
information on contingent liabilities is disclosed in the Notes to the financial statements with the exception
of cases, when the outflow of economic benefits is unlikely.

Contingent assets are not reflected in the financial statements, but the information on them is disclosed
when inflow of economic benefits is possible. If economic benefits are sure to occur, an asset and related
income are recognized in the financial statements for the period, when the evaluation change occurred.

A provision is a liability of uncertain timing or amount. A liability is a present obligation of the entity arising
from past events, the settlement of which is expected to result in an outflow from the entity of resources
embodying economic benefits. An obligating event is an event that creates a legal or constructive
obligation that results in an entity having no realistic alternative to settling that obligation.

A legal obligation is an obligation that derives from: (a) A contract (through its explicit or implicit terms);
(b) Legislation; or (c) Other operation of law.

A constructive obligation is an obligation that derives from an entity's actions where:

(a) By an established pattern of past practice, published policies or a sufficiently specific current
statement, the entity has indicated to other parties that it will accept certain responsibilities; and

(b) As a result, the entity has created a valid expectation on the part of those other parties that it will
discharge those responsibilities.

4 Critical Accounting Estimates and Judgements

The Company makes certain estimates and assumptions regarding the future. Estimates and judgments
are continually evaluated based on historical experience and other factors, including expectations of
future events that are believed to be reasonable under the circumstances. In the future, actual experience
may deviate from these estimates and assumptions. The estimates and assumptions that have a
significant risk of causing @ material adjustment to the carrying amounts of assets and liabilities within the
next financial year are discussed below.

Useful lives of property, plant and equipment. Property, plant and equipment are depreciated over
their useful lives. Useful lives are based on the management's estimates of the period that the assets will
generate revenue, which are periodically reviewed for continued appropriateness. Changes to estimates
can result in significant variations in the carrying value and amounts charged to the statement of
comprehensive income in specific periods.

Impairment of assets. The Company periodically evaluates the recoverability of the carrying amount of
its assets. Whenever events or changes in circumstances indicate that the carrying amounts of those
assets may not be recoverable, the Company estimates the recoverable amount of the asset. This
requires the Company to make judgments regarding long-term forecasts of future revenues and costs
related to the assets subject to review. In turn, these forecasts are uncertain in that they require
assumptions about demand for products and future market conditions. Significant and unanticipated

The accompanying notes on pages 8 to 27 are an integral part of these
Financial Statements.
Page 16 of 27




EORGIA FOUNDATION SPECIALISTS LLC
o‘tgss g ge Financial Information — 31 December 2018

Amounts expressed in Georgian Lari)

4 Critical Accounting Estimates and Judgements (Continued)

these assumptions and estimates included within the impairment reviews could resuit in

changes to . ( .
significantly different results than those recorded in the financial statements.

The accompanying notes on pages 8 to 27 are an integral part of these

Financial Statements.
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5 Property, Plant and equipment

Historical Cost

At 1 January 2017
Additions

Disposals

At 31 December 2017
Additions

Disposals

At 31 December 2018

Accumulated depreciation

At 1 January 2017
Depreciation charge for the
year

Disposals

At 31 December 2017
Depreciation charge for the
year

Disposals

At 31 December 2018

Net book value
At 31 December 2017

Movements in the ca rrying amounts of property, plant and equipment were as follows:
L Plant and Office 3
tand Buildings machineries equipment Books Tools Vehicles Total
745,515 124,689 12,837,888 107,647 5,070 581,141 143,324 14,545,275
- - 56,812 11,584 - 146 456 - 214 862
- - (3,272,729) - - (30,629) - (3,303,358)
745,515 124,689 9,621,972 119,241 5,070 696,968 143,324 11,456,779
- - 3,381,485 8,296 . 31,152 - 3,420,933
- - (789,761) - (411) (7.490) = (797 662)
745,515 124,689 12,213,696 127,537 4,659 720,630 143,324 14,080,050
- (47,910) (6,896,722) (73,971) (2,252) (347,226) (33,645) (7,401,726)
- (10,443) (982,329) (10,411) (373) (65,558) (12,032) (1,081,146)
- - 1,812,415 - - 12,632 - 1,825,047
- (58,353) (6,066,636) (84,382) (2,625) (400,152)  (45,677) (6,657,825)
- (10,442) (832,675) (13,529) (360) (67.847) (12,031) (936,884)
- - 312,972 - 255 244 - 313,471
- (68,795) (6,586,339) (97,911) (2,730) (467,755) (57,708) (7,281,238)
745,515 66,336 3,555,336 34,859 2,445 296,816 97,647 4,798,954
745,515 55,894 5,627,357 29,626 1,929 252,875 85,616 6,798,812

At 31 December 2018

On 14 September 2018 the Company has purchased D

Company sold Bauer BG 28 BAGGER to TBC Leasing LLC

rilling Rig - BG30 and other related technical equipment from BAUER Foundatiol

ns Canada Inc. and on 15 November the

The accompanying notes on pages 8 to 27 are ani

Financial Statements

ntegral part of these
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entories
2018 2017
888,123 927,382
sgre:nacritfear 753,713 611,448
pnsumable 153,996 156,417
Jaterials 70,245 114,853
Fuel 4,381 6,555
Other ' 4,867 4 560
: 1,875,325 1,821,215
£
7 Trade and Other Receivables
2018 2017
Financial assets e
2,082,653 2,091,988
- 1,763,298

Trade receivables
Receivable from sales of property, plant and equipment
de receivables (468,077) §468,325)
3,386,961

Less impairment provisions for tra
1,614,676
Non-financial assets
Prepaid advances 44,043 52 275
1,658,619 3,439,236

Total trade and other receivables
vables approximates fair

of trade and other receivables classified as loans and recei
ency is disclosed in Note

The carrying value
Financial receivables distribution by curr

value due to their short-term maturities.

| 18.
individual basis. Movements on allowance for impairment of

'_ Financial receivables were impaired on
financial assets for the years ended 31 December 2018 and 2017 can be presented as follows:

2018 2017
At 1 January (468,325) (1,958,434}
Unused amounts reversed 248 1,291,048
Receivable written off during the year as uncollectible - 198,161
(468,077) (468,325)

At 31 December

Analysis by credit quality of financial receivables as at 31 December 2018 and 2017 can be presented as

follows:
2018 2017

Current and not impaired 751,632 2,169,600

Past due but not impaired 862,944 1,217,361
90-365 days overdue - 135,492
More than one year overdue 862,944 1,081,869
Receivables individually determined to be impaired 468,077 468,325
More than one year overdue 468,077 468,325
2,082,653 3,855,286
Less impairment provisions (468 077) (468 325)
1,614,576 3,386,961

The accompanying notes on pages 8 t0 27 are an integral part of these
Financial Statements.
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expresse
sh and Cash Equivalents

2018 2017
d 6,543 2,098
gh on hlajprent accounts with banks in Georgian Lari 264,270 1,112,150
'sn g: (c::urrent accounts with banks In other currencies _ 259,288 55,679
. rent accounts with banks in Georgian Lari* 557,193 -
gestricted cash on 4 1,057,274 1,160,927

f"};zes.tric:ted cash is made for short-term deposit in JSC ProGredit Bank to secure received advances fam
.énd in vafor of Anagi LLC.

9 Borrowings

The Company’s borrowings are summarised in the below table:

Interest rate 2018 2017
JSC ProCredit Bank ( Resident financial institution) 9% 7,832,696 -
JSC ProCredit Bank ( Resident financial institution) 8% - 8,831,011
Total: 7,832,696 8,831,011
Principal 7,800,000 8,800,000
Interest payable 32,696 31,011
Total: 7,832,696 8,831,011
Movements in borrowings were as follows:
At 31 December 2017 8,831,011
Increase of borrowing 9,340,320
Interest expense for the year 642,431
Repayment of principal (10,340,320)
Interest paid (640,746)
At 31 December 2018 7,832,696

On 14 December 2018 the Company took new loan 7,800,000 GEL to refinance existing loan. Annual
interest rate is 9% and maturity date is 14 December 2019

10 Trade and Other Payables

2018 2017
Financial liabilities
Trade payable 158,109 300,658
Salary payable - 8,274
Other - -
158,109 308,932
Non-financial liabilities
Received advance 19,337 1,513
177,446 310,445

The carrying value of trade and other payables classified as financial liabilities measured at amortized
cost approximates fair value due to their short-term maturities.

Financial liabilities distribution by currency is disclosed in Note 18.

The accompanying notes on pages 8 to 27 are an integral part of these
Financial Statements.
Page 20 of 27




- JA FOUNDA TION SPECIALIS TS LLC
e.%":?ncia! Information — 31 December 2018

ixpressed in Georgian Lati)

« liability, net

sayables other than on income are presented on net basis based on the order 407 issued by the

ster of Finance of Georgia.

12 Revenue from Contracts with Customers

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

2018 2017
Revenue from construction works 8,423,764 5,823,458
Revenue from rent 5 75.251
Revenue from sales of spare parts - 58,739
8,423,764 5,957,448

Performance obligation of construction works are satisfied when percentage of completion is defined in
accordance with the survey of work performed.

13 Changes in inventories

2018 2017
Wear and tear 142,265 (79,650)
Fuel (2,175) 1,738
Consumable (2,421) 22,199
Spare parts (39,259) (28,058)
Materials (44,608) 9,832
Other 308 (4,450)
54,110 (78,389)

14 Cost of materials

2018 2017
Consumable (756,118) (135,459)
Fuel (691,766) (314,741)
Wear and tear (497,234) (100,235)
Materials (192,967) (363,535)
Spare parts (152,521) (87,641)
Other (66,313) (29,183)
(2,356,919) (1,030,794)

15 Employee benefit expenses

2018 2017
Wages, bonuses and other benefits (2,461,745) (2,754,610)
Staff catering costs (332,440) (268,139)
Insurance (75,269) (86,025)
Termination fee (68,114) (306,728)
Other (40,403) (19,697)
(2,977,971) (3,435,199)

Disclosure regarding key management compensation is included in Note 19.

The accompanying notes on pages 8 to 27 are an integral part of these
Financial Statements.
Page 21 of 27




b e

JORGIA FOUNDATION SPECIALISTS LLC

e Financial Information — 31 December 2018
axpressed in Georgian Lari)

er operatin

ing expenses:

gand administrative expenses

2018 2017
wment (306,601) (71,027)
_15‘::08::‘;; penees (208,228) (230,622)
pcontractor's expenses (54,297) (259,523)
2pair and maintenance (16,009) (29,373)
srofessional services (13,078) (168,172)
[nsurance expenses (6,088) (11,333)
Other (1,800) (2,970)
(606,101) (773,020)
Administrative expenses.
2018 2017
Consultation expenses (149,331) (349,454)
Division management (111,943) (232,259)
Group overheads allocation (89,698) (168,937)
Rent expenses (89,594) (83,065)
Taxes other than income tax (83,338) (74,850)
Bank charges (13,927) (21,912)
Communication expenses (11,591) (11,180)
Utilities (7,692) (13,107)
Office maintenance (7,654) (6,507)
Business trips (4,921) (13,556)
Representative expenses (4,916) (9,321)
Other (142,218) (92,492)
(716,823) (1,076,640)
Total other operating and administrative expenses (1,322,924) (1,849,660)
17 Net financial income (expenses)
2018 2017
Financial income 1,942 23,339
Financial expenses (847,965) (1,123,193)
Interest expense (670,251) (806,454)
Guarantee fee (177,714) (316,739)
(846,023) (1,099,854)

18 Financial Instruments - Risk Management

The Company is exposed through its operations to the following financial risks:

e Credit risk

o Liquidity risk

o Market risk
» Interest rate risk
»  Currency risk

in common with all other businesses, the Company is exposed to risks that arise from its use of financial
instruments. This note describes the Company's objectives, policies and processes for managing those
risks and the methods used to measure them. Further quantitative information in respect of these risks is
presented throughout these financial statements.

The accompanying notes on pages 8 to 27 are an integral part of these
Financial Statements.
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ancial nstruments - Risk Management (Continued)

pal financial instruments
principal financial instruments used by the Company, from which financial instrument risk arises, are
;ollows! '

o Cashand cash equivalents

« Trade and other receivables

o Borrowings

e Trade and other payables

Fair value of financial instruments

geveral assets and liabilities included in the Company's financial statements require disclosure of, fair
value. The fair value measurement of the Company's financial assets and liabilities utilizes market
observable inputs and data as far as possible. Inputs used in determining fair value measurements are
categorized into different levels based on how observable the inputs used in the valuation technique
utilized are (the 'fair value hierarchy'):

. Level 1: Quoted prices in active markets for identical items (unadjusted)
e Level 2: Observable direct or indirect inputs other than Level 1 inputs
« Level 3 Unobservable inputs (i.e. not derived from market data).

The classification of an item into the above levels is based on the lowest level of the inputs used that has
a significant effect on the fair value measurement of the item. Transfers of items between levels are
recognized in the period they occur.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The estimated fair values of financial
instruments have been determined by the Company using available market information, where it exists,
and appropriate valuation methodologies. However, judgment is necessarily required to interpret market
data to determine the estimated fair value. Management has used all available market information in
estimating the fair value of financial instruments.

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

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

The estimation of borrowings fair value using level 2 inputs was made in accordance with valuation
pricing models based on discounted cash flow analysis using market inputs and management judgments
given the volatility of interest rates available on the market within 2018 and 2017.

The fair value of cash and cash equivalents were determined using level 1 measurement and the fair
value of other financial assets and liabilities were determined using level 3 measurement.

The accompanying notes on pages 8 to 27 are an integral part of these
Financial Statements.
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struments - Risk Management (Continued)

aancial In

ral objectives, policies and processes

t has overall responsibility for the determination of the Company's risk management
ectives and policies and, whilst retaining ultimate responsibility for them, it has delegated the authority
:edesigning and operating processes that ensure the effective implementation of the objectives and

solicies to the Company's finance function.

; Managemen

t receive monthly reports through which they review the effectiveness of the processes

Managemen oS s A
s A he appropriateness of the objectives and policies it sets.

put in place andt
The overall objective of the Management is to set polices that seek to reduce risks as far as possible
without unduly affecting the Company's competitiveness and flexibility. Eurther details regarding these
policies are set out below.

Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party
by failing to discharge an obligation. Exposure to credit risk arises as a result of transactions with
counterparties giving rise to financial assets.

Respectively credit risk is of crucial importance in the risk management. To avoid significant financial
damage caused by this the Company uses various contractual methods to identify and manage
effectively the credit risks.

The carrying amount of financial assets represents the maximum credit exposure. The maximum
exposure to credit risk at the reporting date was:

2018 2017
Cash at bank 1,050,731 1,167,829
Trade receivables 1,614,576 3,386,961
2,665,307 4,554,790

Market risk

Market risk is the risk that the fair value of a financial instrument will decrease because of changes in
market factors.

Market risk arises from the Company's use of interest bearing, tradable and foreign currency financial
instruments. 1t is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in interest rates (interest rate risk) and foreign exchange rates (currency risk).

Interest rate Risk

The interest rate risk is the risk (with variable value) related to the interest-bearing assets, liabilities,
because of the variable rate. The Company takes all borrowings at fixed interest rate and respectively is
never exposed to the risk of interest rate fluctuation.

Currency risk

Currency risk is defined as the risk that the value of a financial instrument will fluctuate due to changes in
foreign exchange rates. The Company is exposed to the effects of fluctuations in the prevailing foreign
currency exchange rates on its financial position and cash flows.

The accompanying notes on pages 8 to 27 are an integral part of these

Financial Statements.
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foreign currency exchange rate risk as at 31 December 2018 is presented in

5 exposuré to

any’

loW:
GEL usD EUR Total
sial assets
nd cash equivalents 828,006 137,349 91,919 1,057,274
o receivables 1,599,876 - 14,700 1,614,576
2,427,882 137,349 106,619 2,671,850
F nancial fiabilities
‘Borrowings 7,832,696 - ’ . 7,832,696
Trade and other payables 38,370 23,554 96,185 158,109
7,871,066 23,654 96,185 7,990,805
sition (5,443,184) 113,795 10,434

- open balance sheet po

The Company's exposure to foreign currency exchange rate risk as at 31 December 2017 is presented in

the table below:
GEL usb EUR Total
Financial assets
Cash and cash equivalents 1,114,248 - 55,679 1,169,927
Trade receivables 1,183,262 43,980 2,159,719 3,386,961
2,297,510 43,980 2,215,398 4,556,888
Financial liabilities
Borrowings 8,831,011 - - 8,831,011
Trade and other payables 42,268 110,423 156,241 308,932
8,873,279 110,423 156,241 9,139,943
ition (6,575,769) (66,443) 2,059,157

Open balance sheet pos

Currency risk sensitivity
ytoa 30% in 2018 and 2017 incre
tes used when reporting

ment's asses
des only outstanding foreign

nd of the period for a change

The following table details the Company's sensitivit
the USD and EUR against the GEL. 30% is the sensitivity ra
internally to key management personnel and represents manage
change in foreign currency exchange rates. The sensitivity analysis inclu
currency denominated monetary items and adjusts their translation at the €

in foreign currency rates.

lues as at 31 December 2018 and 2017:

Impact on net profit and equity based on asset va

2017
-30%

2018
Currency rate sensitivity 30% -30% 30%
USD impact gain/(loss) 34,139 (34,139) (19,933) 19,933
EUR impact (loss)/gain 3,130 (3,130) 617,747 (617,747)
37,269 (37,269) 597,814 (597,814)

Total net impact

s on pages 810 27 are an integral part of these
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Finan°ia| Instruments - Risk Management (Continued)
8

iquidity risK
Liquidity risk refers to the availability of sufficient funds to meet loan repayments and other financial

ommitments associated with financial instruments as they fall due. The Management controls these

types of risks by means of maturity analysis, determining the Company's strategy for the next financial

period.
To manage liquidity risk, the Company performs regular monitoring of future expected cash flows, which
is a part of assets/liabilities management process.

An analysis of the liquidity is presented in the following table. The presentation below is based upon the
information provided internally to key management of the Company.

Liquidity of Financial assets and liabilities can be presented as follows:

2018 2017
Up to 1 year Up to 1 year
Financial assets
Cash and cash equivalents 1,057,274 1,169,927
Trade receivables 1,614,576 3,386,961
2,671,850 4,556,888
Financial liabilities
Borrowings 7,832,696 8,831,011
Trade and other payables 158,109 308,932
7,990,805 9,139,943
Liquidity gap (5,318,955) (4,583,055)
Cumulative liquidity gap (5,318,955) (4,583,055)

Capital disclosures
The Company's objectives when maintaining capital are:

o To safeguard the Company's ability to continue as a going concern, so that it can continue to provide
returns for shareholders; and

e To provide an adequate return to shareholders by pricing services commensurately with the level of
risk.

The Company sets the amount of capital it requires in proportion to risk. The Company manages its
capital structure and makes adjustments to it in the light of changes in economic conditions and the risk
characteristics of the underlying assets.

The accompanying notes on pages 8 to 27 are an integral part of these
Financial Statements.
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gxpressed in Georgian Lari)

nsactions with Related Parties

.-etans of transactions petween the Company and related parties as at 31 December 2018 are disclosed
D

Under Ke
c::"::r:y Common manage):nent Total
Control personnel
statement of financial s
position )
Property, plant and equipment 656,836 2,127,120 : 2,783,956
(purchase) )
jnventories (purchase) 2,043,950 91,917 2,135,867
Trade and other receivables - 14,700 . 14,700
Trade and other payables 89,331 - s 89,331
statement of comprehensive
income
Staff costs - - (427 ,456) (427,456)
Othgr.oper'a'ung and (272.642) . ) (272,642)
administrative expenses
(23&2::2:? neeme (177,7195) - - (177,715)

Details of transactions between the Company and related parties as at 31 December 2017 are disclosed

below:
Under Key
c ::]renr: Common management Total
pany Control personnel
statement of financial
p;siﬁon
roperty, plant and equipment

(purchase) 48,524 129,653 - 178,177
Inventories (purchase) 121,533 60,760 - 182,293
Trade and other receivables - 2,159,719 - 2,159,719
Trade and other payables 34,760 121,072 - 155,832
Statement of comprehensive
income

Sales revenue (rent) - 75,251 - 75,251
Sales revenue (Sales of

. - 46,535 - 46,535
inventory) ! i
Staff costs - - (463,420) (463,420)
income from sale of property,

plant and equipment - 2,455,728 - 2,455,728
Other operating and

administrative expenses (650,658) (19,801) . (670,459)
Net financial income (316,739) = - (316,739)

(expenses)

20 Post Balance sheet Events

There have been no subsequent events that need to be disclosed in the financial statements.

The accompanying notes on pages 8 to 27 are an integral part of these
Financial Statements.
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bbabdo dmpqdeaeros om50580)
BoM900
2018 2017

baonsatingm Bafjocogdo 888,123 027,382

Bnars bafxgoo Botropg00 753,713 611,448

LFMue3@ BIONGI@O ToGopado 153,996 156,417

Aabiagngdo 70,245 114,853

Lsfasao 4,381 6,555

/ btigs 4,867 4,560
/ 1,875,325 1,821,215
7 3o3Gmdd b bbgd EPOGNOTIO MBOIRO
2018 2017

aoBs6ln®o sdhoggdo

bagsHm EIBOGNOEO Benorbmabndo 2,082,653 2,091,988

306> Bnggds dMOONEO LBy EgdOOL 2540300 - 1,763,298

bagkam gaengdol SBamoEbydo (468,077) (468,325)

1,614,576 3,386,961

S65x306LBsm®O sgBHoggdo

29EIbEOTO 535BL9d0 44,043 52,275

Lryqo bogdFOm @S Lbgs dmobmgbydo 1,658,619 3,439,236

35FHmdobd> @5 bbgs ©IPOGHMOILO LablGgdob Lsdaemeblim QoMIBYEYds, Hmdmydos 3@sb0goEOMEYDS
bgbbgdo ® ©9doGHMMYBIP; mdbEMZEYod LsBstrognosh ©oMgdergdst 8500 Bm3eng3o@0s6o 35q0b
590, g3065BLEYEO ©IBOGHMOMEPO 5650y o gHoP strols BaBggbgdo 18 — 9 99603836580.
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sd&ngodoL 2ol ®gdol 5B @om@ndy®Y 25H5QHOYD 2018 b 2017 ferob 31 g393d@oLOZoL
oMM gY@ Fangdobmgol Bgodergds Gomdmpgbowo oymb 898wa0 Lsboo:

2018 2017
1 nsbgen (468,325) (1,958,434)
3FHmBobS @b b3S EaBOGMMHICO 3&@@3’(‘)3@36360\5 248 1,291,948
' asrigRbimRob dEAbs
| Banob a0b8sgEmBB0 BaBmfnoeno Q©Od0dBJBS - 198,161
31 q 338090 {468,077) (468,325)

2018 ol o 2017 §eoob 31 ©9393d60L 8aMacYMdOm 30BsBLYIOO ©qBOBMOILO 36HgoGBL
b6l $BsEo%0m Bgodwrgdd Gomdmpgbowo 0dbsb Bgdgpo bboo:

2018 2017

BoBoboGY S 56 RBAHAPPIO 751,632 2,169,600
Fo@byyaro, BopM0 2573l OPBYO 56 MOV 862,944 1,217,361
90-365 @EOL 3HESPIWOIFOLOD - 135,492
gm0 oy 89¢0 3H@IBIWIGOEYOd 862,944 1,081,869
207 AdYEro 0BEOgE OO dmobmgbgdo 468,077 468,325
960 Fowdg d9d0 35QOBOPIBOLYO 468,077 468,325
2,082,653 3,855,286

a5mgsbrgdob Bgbrreas (468,077) (468,325)

1,614,576 3,386,961
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2018 2017
@0 bbby 6,543 2,098
800¢0BsMg LsdaB3M 565M08YdBY BYEsEO LbLMBO JoGomen 264,270 1,112,150

Ngtilel
’ (3%8@0636)3 bodsB3m 569560850Bg g3emao LEBLOYBO Lbgs gseryEodo 229,268 55,679

8008065 Lodsb3M B35GB BRI GEmaEo LaduMndo 557,193 -
JoB M e®do’

1,057,274 1,169,927

* 370 I@O Mo MBboL mEbemds bogds bl ,30m3MmEod ds6380" dm3wrg3sw0sbo s6s5dMoLmgol,
3L ,965200056" ©s Bob Laba®agderme Jowgdwaro 5356Lgdol MBEHMB3gWwLsymas.

9 ULglbgdo
30035600l Lglbgdo Ygxs89dmaos §39dmm dmEgdmen gbMowdo:
Ls3BmEgbdm 2018 2017
asbs33nmo
UL 36m3O0¢ B3630 (8dogo gobablwm®o 9% 7,832,696
0BLHOEGO)
LL 36m3Mg0d) 33630 (Bmwdngo gobsblwm®o 8% . 8,831,011
oBLAOGIHO)
Lo 7,832,696 8.831,011
3060050 7,800,000 8,800,000
Lo3MHMEBEH™ BoELSLOEO 32,696 31,011
beyem: 7,832,696 8,831,011
LlboL dmdMomds
31 qog3nBdgeo 2017 8,831,011
LgLbol gsBMHEs 9,340,320
ol badGmEgbEm batxo 642,431
J0HOMOEO MOBLOL EOBHMZS (10,340,320)
Lo3GMEIBGHM oslsboo (640,746)
31 g393dgeo 2018 7,832,696

2018 Geob 14 ©93980896L 3013356059 doomm sbso Lgbbo 7,800,000 grsmo s®Lgdwwo bglbol
39LIBIM©. Feom®o bsdMmEgbdm gsbs3zgmo 9%, bawm ©sgs®30L msMonos 2019 Fwob 14
©93908960.
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2018 2017
BobsBLyMo gserdamgdgdo
L5353MM 25l 158,109 300,658
39@sLbEYmO bymesbydo - 8,274
Ubgs - -
158,109 308,932
36580656lM0 GoarEgdrIdgdo
BoQgdvEo 5358Lgd0 19,337 1.513
177,446 310,445
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12 3g8mlisgumgdo 8mbBs@mgdagdmst 36¢Msg&gd0wsb
The Company derives revenue from the transfer of goods-at a point in time in the following major product

lines:
2018 2017
898mUsgomo Lsd8gBgdenm LsBeBomadoEsE : 8,423,764 5,823,458
99005350 JoGomdogsh - 75,251
Le0dEIMOZM Boforgdol 3og0@z0EsE Bomgdemo - 58,739
Fn0mlogomo
8,423,764 5,957,448

52889690 153850980l Bglermmgdols 39 EIBNPOs ©I3T5YMBOEYOME0s, Hraglisg
LHY@IBOL 3OMEIEAO 39B0LsBOZMDS 3L gd Yo LsdBsml g38m3ombgoal Bglisdsdobsc.

85mm30l doMomso 308396Ls300b Bgbbgd obgnm®ds30s 8mgdnwos 89 -19 8y608g6s80.

13 33modgdo 063965030
2018 2017
Wear and tear 142,265 (79,650)
Usfgogo (2,175) 1,738
Lobatixem Balisgrndo (2.421) 22,199
Usmnsgamogm Bafoegdo (39,259) (28,058)
RIS (44,608) 9,832
Ubgo 308 (4,450)
54,110 (78,389)
14 35bsangdols oMgdmEgds
2018 2017
Bobotxem Bslisenado (756,118) (135,459)
Lofzago (691,766) (314,741)
Bgems gobatxgao 8stoy000 (497,234) (100,235)
LiMog3000 gabstngawo 8sGog9d0 (192,967) (363,535)
Bamo@s®ogm Bsfoengdo (152,521) (87,641)
bbgs (66,313) (29,183)
(2,356,919) (1,030,794)
15 02565836:mBgewms Lbitrgdganols botxgdo
2018 2017
byegsligbo, Bmbnbgdo ©s Ubgs 0969503900 (2,461,745) (2,754,610)
J9ObmBagool 33980b baGxgdo (332,440) (268,139)
@sbogges (75,269) (86,025)
390530L7)BEYdVE ©535380MYdMEmO Batixgdo (68,114) (306,728)
Ubgos (40.403) (19.697)
(2,977,971) (3,435,199)
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135033965300 bstrxgdo!
2018 2017
’ 50FIO300mBOL @sJoGaggds (306,601) (71,027)
AOBLIMGEHMIRBOL baHRdO (208,228) (230,622)
3393mBGGagBetol baGxqdo (54,297) (259,523)
®90mBG0 s &gdbogm®o Fmdlsby®gds (16,009) (29,373)
3OmggLoremo dmdLsbuEgds (13,078) (168,172)
Q©OBO3930L bty gdo (6,088) (11,333)
Ubgs (1,800) (2,970)
(606,101) (773,020)
5@I0BobBMIZOmo byGxgdo:
2018 2017
Bd3mBLMEmGSEoM batxgdo (149,331) (349,454)
2oBym@momgdol 8gbgxdgbo (111,943) (232,259)
oo X3IBMOO oo (89,698) (168,937)
Jomob bsGrxgd0 (89,594) (83,065)
B9©LbEYBO, FoMd LHBHIMLIZEM FoEILILOEOLS (83,338) (74,850)
LdBIM Qoslsbao (13,927) (21,912)
3816035300l batxngdo (11,591) (11,180)
3m80Bocry®o Bmalsbm@gds (7,692) (13,107)
30bOL Gmgms (7,654) (6,507)
dogobgds (4,921) (13,556)
$o®085p98emBomo badygdo (4,916) (9,321)
Lbgs (142,218) (92,492)
(716,823) (1,076,640)
Bbgs @3Bs@BgBo Lsm3gMegom s 3@BoBoliGMsgor)mwo bstxgdo (1,322,924) (1,849,660)
17630Bc0s B0obsBlLEmO bty o(898mLisgsmo)
2018 2017
BobobLGo Bgdmbagseno 1,942 23,339
B0B6s6LMmO botxgdo (847,965) (1,123,193)
3Om396@GOL botxo (670,251) (806,454)
3906300l Lagslim®o (177,714) (316,739)
(846,023) (1,099,854)

18 gobsblirMo oBliBGBgBEEHYBO - Holizgdol dsmmgs

3m835605 msg0bo Mm3gHaizogdol LsBrsemgdoon 99398@gdsMgds 989 30BBLYO GobggdlL:
e Logdgodm Golzo
*  0330MdoL Golgo
¢ LsdsHMm Hobgo
> Ls3GmEgBBm 33653390000 Goligo
> 35evBob Gobzo

oliggg, Gmaméy y3gms doobgbo, 3mB3sBos 09308005690 Gol3gdl, HMBgdog Fs®dmoddbgds dobo
BobsBlbho  oBlBOMagbEHgdoL  3s8mygbydol BgEgase. 9 Bgbodgbs >fg®L  3m33s6ool  FoBbydY,
3003 oz9l @ 3GmEalgdl 53 Mobzgdols 8sOngobmgol @ 3500 gobmdzgol dgommoydy. Jgdoymdo
®5mgBmdMHogo 0bgmGAs30s 59 MobgdmE ©535380Mgdom, 8mEgdwos 53 Bobsblv® s6gs6H0dagd530.
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18 30BBLYIMO OBLGHEBIBAEI00 - Golggdol BsGmgs (3536M3ggds)

3060m50 §obsblmGo obliGGmagsEgdo

’ 30335600L BogH 58mygbgdvIero doBomsEo Bobsblm®mo oblE®wagE®gdo, Loosbsg GoHdmoddbads
230656bm®0 0BLEHGMBgBGHOL Gobgo, 999©gy0s:

¢ BYO © BYwob 9J3035wgbEHgdo

o LogsFMmm s bbgs gdo@mmwmemo msbbgdo

e bgbbgdo

*  353MMds s bbgs gosbisbsgdo
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Georgia

I, Notary Public Diana Svanadze, seated at the address: # 109 Agmashenebeli str., Tbilisi, was addressed by
Deniza Vartanovi, who presented the Document and declared that she wanted that her signature on translation
be authenticated by the notary public. I established her identity under the identity instrument produced
thereby and made myself convinced that the person having addressed me was actually Deniza Vartanovi (born
on 22.03.1982,res.: # 34 Chekhova str., Thilisi, personal No 01011025571, issued 31/07/2009 by Ministry of
Justice). Thereafter I examined her legal capacity and assured myself that I had no ground to doubt her
capacity. The translator presented the Language (English) Certificate: Bachelor’s Diploma 0014607, issued on
19.03.2004 by Geotgian Tech. University. I examined authenticity of her free will and explained legal outcomes
of the signature, following which translator assured that the translation is correct and signed translated
document under her own hand in my presence. 1 Cop. And 32 pages.

Notary's fee paid : 64.00 Gel, in accordance with Resolution # 507 of the Government of Georgia (29.12.2011,
Thilisi) for exec.:ujﬂ"o“ ‘of notarial actions and Article 31 “On approval of the amount, order of payment and
service’s téths of i:"fi&*fg’e efined for Notary Chamber of Georgia, also VAT- 11.52 Gel, in accordance with Tax
Code ¢ Y: icle-169, two ’(f) 1 (inclusive VAT) in accordance with Article 39 of the Resolution # 507 of the
pimefit b Georgia. 77:50Gel paid ip full, /‘Z
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