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Independent Auditor’s Report

To the Owner and Management of Cezanne LLC
Our qualified opinion

In our opinion, except for the possible effects of the matter described in the Basis for qualified opinion
section of our report, the consolidated financial statements (the ‘financial statements’) present fairly,
in all material respects, the financial position of Cezanne LLC (the ‘Company’) and its subsidiaries
(together - the ‘Group’) as at 31 December 2018, and its financial performance and its cash flows for
the year then ended in accordance with International Financial Reporting Standard for Small and
Medium-sized Entities and with the requirements of the Law of Georgia on Accounting, Reporting and
Auditing.

What we have audited

The financial statements comprise:

» the consolidated statement of financial position as at 31 December 2018;

« the consolidated statement of profit or loss and other comprehensive income for the year then
ended;

¢ the consolidated statement of changes in equity for the year then ended;
« the consolidated statement of cash flows for the year then ended; and

« the notes to the financial statements, which include summary of significant accounting policies.
Basis for qualified opinion

We were appointed as auditors of the Group on 18 July 2018 and thus did not observe the counting of
the physical inventories for the year ended 31 December 2017 and its comparative date 1 January 2017.
We were unable to satisfy ourselves by alternative means concerning inventory quantities held at 1
January and 31 December 2017 and were not able to determine whether adjustments might have been
necessary in respect of the profit for the year reported and relevant comparative year in the statement
of profit or loss and other comprehensive income and the net cash flows from operating activities
reported in the statement of cash flows.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statements section of our report.

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

Independence

We are independent of the Group in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (IESBA Code). We have fulfilled our other
ethical responsibilities in accordance with the IESBA Code.

Other information

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

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

In connection with our audit of the financial statements, our responsibility is to read the Management
Report and, in doing so, consider whether the Management Report is materially inconsistent with the

' PricewaterhouseCoopers Georgia LLC; King David Business Center, 7th floor, #12 M. Aleksidze Street, Tbilisi 0171,
Georgia, Tel: +995 (32) 250 80 50, www.pwe.com/ge
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financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated.

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

If, based on the work we have performed, we conclude that there is a material misstatement in the
Management Report, we are required to report that fact. As described in the Basis for qualified
opinion, section above, we were unable to observe the inventory count as at 1 January and 31
December 2017 or perform alternative procedures, and therefore unable to obtain sufficient
appropriate audit evidence about inventory existence. We are unable to conclude whether or not the
other information is materially misstated with respect to this matter.

Based on the work performed in the course of our audit, in our opinion, in all material respects:

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

« the Management Report includes the information required by the Law of Georgia on Accounting,
Reporting and Auditing and complies with respective regulatory normative acts.

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 International Financial Reporting Standard for Small and Medium-sized Entities and
with the requirements of the Law of Georgia on Accounting, Reporting and Auditing, and for such
internal control as management determines is necessary to enable the preparation of 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 Group’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 Group or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.
Auditor’s responsibilities for the audit of the financial statements

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

the basis of these financial statements.

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

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

« 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 Group’s internal control.

Page 2 of 3
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* 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 Group'’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 Group 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.

* Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the Group 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.

r‘]D‘LL\uy*L'—' AO%-Mé%Nﬂ 6-&:«—)\{-\_ L,?_/L

For and on behalf of PricewaterhouseCoopers Georgia LLC (Reg.# SARAS-F-775813)

Lasha Janelidze (Reg.#S

19 December 2019
Thilisi, Georgia
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 CEZANNE GROUP
Consolidated Statement of Financial Position
(Amounts expressed in thousands of Georgian Lan)

31 December 31 December 1 January
Note 2018 2017 2017
ASSETS
Non-current assets
Property, plant and equipment 7 12,024 8,712 8,090
Investment property 8 12 887 887
Other non-current assets 9 4,853 4,347 3,983
Total non-current assets 16,889 13,946 12,960
Current assets
Inventories 10 4 447 3,345 1,801
Trade and other receivables 11 1,340 980 648
Cash and cash equivalents 12 1,779 636 601
Other assets 60 57 56
Total current assets 7,626 5,018 3,106
TOTAL ASSETS 24,515 18,964 16,066
EQUITY
Charter capital 7,523 6,196 6,196
Retained earnings 6,206 3,648 3,120
TOTAL EQUITY 13,729 9,844 9,316
LIABILITIES §
Current liabilities
~ Bomrowings 13 2,368 6,515 4,275
Trade and other payables 14 3,098 2,605 2,475
Total current liabilities 5,466 9,120 6,750 ]
MNon-current liabilities |
Bomowings 13 5,320 - = ‘
Total non-current liabilities 5,320 - =
TOTAL LIABILITIES 10,786 9,120 6,750
TOTAL LIABILITIES AND EQUITY 24,515 18,964 16,066
Approved for issue and signed on 19 December 2019.
Wi
[/ -
haveydashvili
or
The notes on pages 6-19 form an integral part of these consolidated financial statements. 1
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E GROUP
solidated Statement of Profit or Loss and Other Comprehensive Income
~s expressed in thousands of Georgian Lari)

Note 2018 2017

=SS 15 10,973 10,196
of sales (7,028) (8,068)
profit 3,945 2,128

- -2l and administrative expenses 16 (1,648) (1,548)
Disribution cost (77) (66)
her operating income 17 500 37

=r operating expenses 17 (94) (70)

g profit 2,626 481

2 income 18 595 455

> Costs 18 (663) (408)
before income tax 2,558 528

come tax expense = -

it for the year 2,558 528

Jther comprehensive income - a
TOTAL COMPREHENSIVE INCOME FOR THE YEAR % 2,558 528

The notes on pages 6-19 form an integral part of theée consolidated financial statements. 2




CEZANNE GROUP
Consolidated Statement of Changes in Equity
(Amounts expressed in thousands of Georgian Lari)

Charter Retained Total
capital earnings

At 1 January 2017 6,196 3,120 9,316
Other comprehensive income for the year - 528 528
Total comprehensive income for 2017 - 528 528
Balance at 31 December 2017 6,196 3,648 9,844
Increase in charter capital 1,327 - 1,327
Other comprehensive income for the year - 2,558 2,555
Total comprehensive income for 2018 - 2,558 2,558
Balance at 31 December 2018 7,523 6,206 13,729

notes on pages 6-19 form an integral part of thes;e consolidated financial statements. 3




Consolidated Statement of Cash Flow
mms expressed in thousands of Georgian Lari)

2018 2017
~ Cash flows from operating activities
Cash Receipts from customers 11,101 9,989
Cash paid to suppliers and employees (9,095) (10,430)
Cash from other operations 73 a
Cash generated from/(used in) operations 2,079 (441)
Interest paid (746) (417)
~ Income taxes paid - (140)
- Net cash from/(used in) operating activities 1,333 (998)
- Cash flows from investing activities
Purchase of property, plant and equipment (3,669) (1,239)
Selling of property, plant and equipment 855 -
Interest received 11 8
Net cash used in investing activities (2,803) (1,231)
m flows from financing activities
‘Proceeds from borrowings 5,693 3,711
=epayment of borrowings (4,345) (1,433)
bution into charter capital 1,327 -
cash from financing activities 2,675 2,279
E%ect of exchange rate changes on cash and cash equivalents (62) (14)
increase in cash and cash equivalents 1,143 35
1 and cash equivalents at beginning of the year 636 601
and cash equivalents at end of the year 1,779 636

= notes on pages 6-19 form an integral part of these consolidated financial statements.




CEZANNE GROUP
- Notes to the Consolidated Financial Statements — 31 December 2018
 (Amounts expressed in thousands of Georgian Lari)

~ 1 Cezanne Group and its Operations

These consolidated financial statements include the financial statements of Cezanne LLC (the “Parent”, the
“Company”, or “Cezanne”) and its subsidiaries (see the table below) as of and for the year ended 31
December 2018, which together form the “Cezanne Group” (or the “Group”).

Cezanne was incorporated on 17 October 1998 and was registered by Mtatsminda law court with
wgentification number: 203862551. The Company is a limited liability company, domiciled in Georgia and
set up in accordance with Georgian regulations.

The Company’s 100% owner is Mr. Tariel Shaverdashvili (an ultimate beneficial owner of the Group) who
s also involved in management of the Company.

The Company is a parent company of the following subsidiaries, all incorporated in Georgia:

Ownership / voting
31 December 31 December 1 January

Name of subsidiary Principal activity 2018 2017 2017
Georgian Packaging LLC Paper packaging 100% 100% 100%
Cezanne Materials LLC ‘r;":gs:[a;e of paper and other 100% 100% 100%

The subsidiaries of the Company are limited liability companies and were set up in accordance with
Georgian regulations.

Principal activities:
* Cezanne LLC is a quality-driven leading printing house that govers all aspects of printing activities.
In 2016, the Group developed in two new directions and established two new companies:

* Georgian Packaging targets full spectrum of paper-packaging segment of the market, including
paper cups of different sizes, plastic lids, paper boxes widely used in the fast-food industry and
environmentally friendly Kraft paper bags for bakery and other products.

» Cezanne Materials is one of the biggest importers of paper and other materials used in the printing
industry in Georgia.

Registered address and place of business. The Group's registered address is 8 Virsaladze Str., Thilisi,
Georgia. The Group’s principal place of business is 140 Tsereteli Ave, Thilisi, Georgia.

Presentation currency. These consolidated financial statements are presented in Georgian Lari ("GEL").

2 Operating Environment of the Group

The Group's principal business activities are within Georgia. Georéia 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 Group.




CEZANNE GROUP
Notes to the Consolidated Financial Statements — 31 December 2018
(Amounts expressed in thousands of Georgian Lari)

Management believes it is taking all the necessary measures to support the sustainability and development
of the Group’s business.
3 Basis of Preparation

Statement of compliance. These consolidated financial statements are the Group’s first annual
consolidated financial statements prepared in accordance with ‘International Financial Reporting Standard
for Small and Medium-sized Entities’ (IFRS for SMEs) issued by the International Accounting Standards
Board and in accordance with the requirements of the Law of Georgia on Accounting, Reporting and
Auditing. The Group’s transition date is 1 January 2017. Subject to certain exceptions, IFRS for SMEs
requires retrospective application of the version of standards and interpretations effective as of 31
December 2018 in preparing the opening IFRS for SMEs statement of financial position at 1 January 2017
and throughout all periods presented in its first IFRS for SMEs consolidated financial statements.

Basis of measurement. These consolidated financial statements have been prepared under the historical
cost convention.

First time adoption of IFRS for SMEs. Under the local legislation, until the date of transition to IFRS for
SMEs, the Group was not required to prepare any consolidated financial statements and it has not prepared
any consolidated financial statements in the past. Therefore, a reconciliation and an explanation of how the
fransition from previous accounting framework to IFRS for SMEs has affected the Group's financial position,
financial performance and cash flows is not presented in these consolidated financial statements.

IFRS for SMEs requires presenting a statement of financial position at the transition date to IFRS for SMEs
and includes certain mandatory exceptions and optional exemptions from retrospective application of IFRS
for SMEs. In preparing these consolidated financial statements, the Group has applied the mandatory
exceptions and has elected to apply the following optional exemption from retrospective application:

Fair value as deemed cost exemption. In preparing the consolidated financial statements, the Group has
slected to measure certain items of property, plant and equipment at the date of transition to IFRS for SMEs
2t their fair values and use those fair values as their deemed costs at that date.

4 Summary of Significant Accounting Policies

Consolidated financial statements. Subsidiaries are those investees, that the Group controls because
e Group (i) has power to direct the relevant activities of the investees that significantly affect their returns,
\¥) has exposure, or rights, to variable returns from its involvement with the investees, and (i) has the ability
%0 use its power over the investees to affect the amount of the investor's returns. The existence and effect
of substantive rights, including substantive potential voting rights, are considered when assessing whether
e Group has power over another entity. For a right to be substantive, the holder must have a practical
200ty to exercise that right when decisions about the direction of the relevant activities of the investee need
2 be made. The Group may have power over an investee even when it holds less than the majority of the
woting power in an investee. In such a case, the Group assesses the size of its voting rights relative to the
sze and dispersion of holdings of the other vote holders to determine if it has de-facto power over the
mwestee. Protective rights of other investors, such as those that relate to fundamental changes of the
mwestee’s activities or apply only in exceptional circumstances, do not prevent the Group from controlling
an investee. Subsidiaries are consolidated from the date on which control is transferred to the Group
\@cquisition date) and are deconsolidated from the date on which control ceases.

The acquisition method of accounting is used to account for the acquisition of subsidiaries. Identifiable
@ssets acquired and liabilities and contingent liabilities assumed in a business combination are measured
2t their fair values at the acquisition date, irrespective of the extent of any non-controlling interest.

The Group measures non-controlling interest that represents present ownership interest and entitles the
Soider to a proportionate share of net assets in the event of liquidation on a transaction by transaction basis,
&fher at (a) fair value, or (b) the non-controlling interest's proportionate share of net assets of the acquiree.
Non-controlling interests that are not present ownership interests are measured at fair value.




CEZANNE GROUP
Notes to the Consolidated Financial Statements — 31 December 2018
{Amounts expressed in thousands of Georgian Lari)

4 Summary of Significant Accounting Policies (continued)

Goodwill is measured by deducting the net assets of the acquiree from the aggregate of the consideration
transferred for the acquiree, the amount of non-controlling interest in the acquiree and the fair value of an
interest in the acquiree held immediately before the acquisition date. Any negative amount (“negative
goodwill” or a “bargain purchase”) is recognised in profit or loss, after management reassesses whether it
identified all the assets acquired and all the liabilities and contingent liabilities assumed and reviews the
appropriateness of their measurement.

The consideration transferred for the acquiree is measured at the fair value of the assets given up, equity
instruments issued and liabilities incurred or assumed, including the fair value of assets or liabilities from
contingent consideration arrangements, but excludes acquisition related costs such as advisory, legal,
valuation and similar professional services. Transaction costs related to the acquisition of and incurred for
iSsuing equity instruments are deducted from equity; transaction costs incurred for issuing debt as part of
the business combination are deducted from the carrying amount of the debt and all other transaction costs
associated with the acquisition are expensed.

Intercompany transactions, balances and unrealised gains on transactions between Group companies are
eliminated; unrealised losses are also eliminated unless the cost cannot be recovered. The Company and
2! of its subsidiaries use uniform accounting policies consistent with the Group’s policies.

Non-controlling interest is that part of the net results and of the equity of a subsidiary attributable to interests
which are not owned, directly or indirectly, by the Group. Non-controlling interest forms a separate

component of the Group’s equity.

Foreign currency translation. The Group’s functional currency and the Group's presentation currency is
e national currency of Georgia, Georgian Lari (“GEL"). Monetary assets and liabilities are translated into
functional currency at the official exchange rate of the National Bank of Georgia (‘“NBG”) at the respective
end of the reporting period. Foreign exchange gains and losses that relate to borrowings are presented in
e income statement within ‘finance income or costs’. All other foreign exchange gains and losses are
presented in the income statement within ‘Other operating expenses — net’. Translation at year-end rates
@oes not apply to non-monetary items that are measured at historical cost.

As at 31 December 2018, the official rate of exchange, as determined by the National Bank of Georgia,
was US Dollar ("USD”) 1 = GEL 2.6766 and Euro (“EUR") 1 = GEL 3.0701 (1 January 2017: USD 1 = GEL
25922 and EUR 1= GEL 3.1044).The average exchange rate for the year ended 31 December 2018 was
USD 1= GEL 2.6344 and EUR 1 = GEL 3.0872. At present, the Georgian Lari is not a freely convertible
Surrency in most countries outside of Georgia.

Cash and cash equivalents. Cash and cash equivalents include cash on hand, deposits held at call with
Sanks. and other short-term highly liquid investments with original maturities of three months or less. Cash
@nd cash equivalents are carried at amortised cost using the effective interest method.

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

Prepayments. Prepayments are carried at cost less provision for impairment. If there is an indication that
e assets, goods or services relating to a prepayment will not be received, the carrying value of the
pr=payment is written down accordingly and a corresponding impairment loss is recognised in profit or loss
for the year.

dmwentories. Inventories are recorded at the lower of cost and net realisable value. The cost of inventory is
@=t=rmined on the weighted average cost basis. The cost of finished goods and work in progress comprises
2w material, direct labour, other direct costs and related production overheads (based on the normal




CEZANNE GROUP

Notes to the Consolidated Financial Statements — 31 December 2018
(Amounts expressed in thousands of Georgian Lari)

operating capacity) but excludes borrowing costs. Net realisable value is the estimated selling price in the
ordinary course of business, less the estimated cost of completion and selling expenses.

4 Summary of Significant Accounting Policies (continued)

Al each reporting date, inventories are assessed for impairment. If inventory is impaired, the carrying
amount is reduced to its selling price less costs to sell and the impairment loss is recognised immediately

n profit or loss.

Property, plant and equipment. Property, plant and equipment are stated at cost less accumulated
depreciation and impairment losses. The cost of plant and machineries at the date of transition to the IFRS
for SMEs, 1 January 2017, was determined by reference to its fair value at that date (“deemed cost").

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to the
Group and the cost of the item can be measured reliably. Costs of minor repairs and day-to-day
maintenance are expensed when incurred. Cost of replacing major parts or components of property, plant
2nd equipment items are capitalised and the replaced part is retired.

Depreciation. Land and construction in progress is not depreciated. Depreciation on other assets is charged
S0 as 1o allocate the cost of assets less their residual value over their estimated useful lives, using the

siraight-line method.

The estimated useful lives range as follows:
Useful lives in years
Pant and machinery 710 20

Ofice equipment 5t0 10
Wetndes 5to 10

The assets’ residual values, useful lives and depreciation methods are reviewed, and adjusted
srospectively if appropriate, if there is an indication of a significant change since the last reporting date.

#&n asset's carrying amount is written down immediately to its recoverable amount if the asset's carrying
@mount is greater than its estimated recoverable amount.

Sans and losses on disposals are determined by comparing the proceeds with the carrying amount and

&r= recognised within ‘other income’ and 'other operating expenses' in the statement of comprehensive
mcome, respectively.

dmwestment property. Investment property is property held by the Group for capital appreciation.
Imwestment property does not include assets under construction for future use as investment property.

Jmwestment property is initially recognised at cost, including transaction costs, and subsequently
=measured at fair value updated to reflect market conditions at the end of the reporting period. Fair value
&F mwestment property is the price that would be received from sale of the asset in an orderly transaction,

deduction of any transaction costs. The best evidence of fair value is given by current prices in an
=ctwe market for similar property in the same location and condition.

Trade and other payables. Trade payables are accrued when the counterparty performed its obligations
the contract and are carried at amortised cost using the effective interest method.

Prowisions for liabilities and charges. Provisions for liabilities and charges are non-financial liabilities of
in iming or amount. They are accrued when the Group has a present legal or constructive obligation

2 result of past events, it is probable that an outflow of resources embodying economic benefits will be
wed fo settle the obligation, and a reliable estimate of the amount of the obligation can be made.
are measured at the present value of the expenditures expected to be required to settle the
using a pre-tax rate that reflects current market assessments of the time value of money and the

@sks specific to the obligation. The increase in the provision due to the passage of time is recognised as
imterest expense.
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to the Consolidated Financial Statements — 31 December 2018
s expressed in thousands of Georgian Lari)

Semmary of Significant Accounting Policies (continued)
L=wies and charges, such as taxes other than income tax or regulatory fees based on information related

2 penod before the obligation to pay arises, are recognised as liabilities when the obligating event that
‘@wes nse o pay a levy occurs, as identified by the legislation that triggers the obligation to pay the levy. If
“&=vy s paid before the obligating event, it is recognised as a prepayment.

ngs. Borrowings are recognised initially at fair value, net of transaction costs incurred and are
ently carried at amortised cost using the effective interest method.

capital. The amount of Company's stated charter capital is determined by the Company’'s
=r. The changes in the Company’s stated capital shall be made only based on the decision of the
s shareholder.

some taxes. Income taxes have been provided for in the consolidated financial statements in accordance
‘=gisiation enacted or substantively enacted by the end of the reporting period.

e 1 January 2017, the income tax charge/(credit) comprised current tax and deferred tax and was
{ ¢ in profit or loss for the year, except if it was recognised in other comprehensive income or
‘@e=cty in equity because it related to transactions that were also recognised, in the same or a different
@Enoc. in other comprehensive income or directly in equity.

Curent tax was the amount expected to be paid to, or recovered from, the taxation authorities in respect

- @ =xable profits or losses for the current and prior periods. Taxable profits or losses were based on
=samates if consolidated financial statements were authorised prior to filing relevant tax returns.

- Deferred income tax was provided using the balance sheet liability method for tax loss carry forwards and
S=mporary differences arising between the tax bases of assets and liabilities and their carrying amounts for
Smancial reporting purposes. In accordance with the initial recognition exemption, deferred taxes were not
#=corded for temporary differences on initial recognition of an asset or a liability in a transaction other than
- @ business combination if the transaction, when initially recorded, affects neither accounting nor taxable
- oot Deferred tax balances were measured at tax rates enacted or substantively enacted at the end of

e reporting period, which were expected to apply to the period when the temporary differences reverse
or e tax loss carry forwards be utilised.

Deferred tax assets for deductible temporary differences and tax loss carry forwards were recorded only to
e extent that it is probable that the temporary difference will reverse in the future and there is sufficient
S.ture taxable profit available against which the deductions could be utilised.

Deferred income tax assets and liabilities were offset when there was a legally enforceable right to offset
Surrent tax assets against current tax liabilities and when the deferred income taxes assets and liabilities
seiated to income taxes levied by the same taxation authority on either the same taxable entity or different
i=xable entities where there was an intention to settle the balances on a net basis.

On 13 May 2016 the Government of Georgia enacted the changes in the Tax Code of Georgia whereby
companies (other than banks, credit unions, insurance companies, microfinance organisations and pawn
Shops) do not have to pay income tax on their profit earned since 1 January 2017, until that profit is
@sinbuted or deemed distributed in a form of dividend.

15 % income tax is payable on gross up value (i.e. net dividends shall be grossed up by withholding tax
5%, if applicable, and divided by 0.85) at the moment of the dividend payment to individuals or to non-
resident legal entities. Dividends paid to resident legal entities from the profits earned since 1 January 2017
2rs tax exempted. ‘ ‘

~ Diidends on earnings accumulated during the period from 1 January 2008 to 1 January 2017 is subject to
ncome tax on grossed up value, reduced by respective tax credit calculated as a share of corporate income
=2x declared and paid on taxable profits vs total net profits for the same period multiplied to the dividend to
e distributed. However, tax credit amount should not exceed the actual income tax imposed on dividend
distribution.

Income tax arising from distribution of dividends is accounted for as an income tax expense in the period
n which dividends are declared, regardless of the actual payment date or the period for which the dividends
are paid. A contingent income tax liability which would arise upon the payment of dividends is not
recognised in the statement of financial position.
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Amounis expressed in thousands of Georgian Lari)

4 Summary of Significant Accounting Policies (continued)

8 aadition to the distribution of dividends, the tax is still payable on expenses or other payments incurred
Mt related to economic activities, free delivery of assets or services and representation costs that exceed
#e maximum amount determined by the Tax Code of Georgia. All advances paid to entities registered in
Jensdictions having preferential tax regime and other certain transactions with such entities as well as loans
@ranted to individuals or non-residents are immediately taxable. Such taxes along with other taxes, net of
%=x credits claimed on assets or services received in exchange for the advances paid to entities registered
W junsdictions having preferential tax regime or recovery of loans granted to individuals or non-residents,
@re recorded under Taxes other than on income within operating expenses.

Uncertain tax positions. The Group's uncertain tax positions are reassessed by management at the end
oF each reporting period. Liabilities are recorded for income tax positions that are determined by
management as more likely than not to result in additional taxes being levied if the positions were to be
=halenged by the tax authorities. The assessment is based on the interpretation of tax laws that have been
@nacted or substantively enacted by the end of the reporting period, and any known court or other rulings
on such issues. Liabilities for penalties, interest and taxes other than on income are recognised based on
management's best estimate of the expenditure required to settle the obligations at the end of the reporting
@enod. Adjustments for uncertain income tax positions are recorded within the income tax charge.

Walue added tax. Output value added tax related to sales is payable to tax authorities on the earlier of (a)
sallection of receivables from customers or (b) delivery of goods or services to customers. Input VAT is

g=nerally recoverable against output VAT upon receipt of the VAT invoice. The tax authorities permit the
s=mement of VAT on a net basis.

Revenue recognition. Revenue is measured at the fair value of the consideration received or receivable,
@na represents amounts receivable for goods supplied, stated net of discounts, returns and value added
%=w=s The Group recognises revenue when the amount of revenue can be reliably measured; when it is

@robable that future economic benefits will flow to the entity; and when specific criteria have been met for
==ch of the Group's activities, as described below.

Saies of goods. Revenues from sales of goods are recognised at the point of transfer of risks and rewards
Ff ownership of the goods, normally when the goods are shipped. If the Group agrees to transport goods
2 2 specified location, revenue is recognised when the goods are passed to the customer at the destination

pont

Gowvernment grants. Grants from the government are recognised at their fair value in profit or loss where
$ere is 2 reasonable assurance that the grant will be received and the group has complied with all attached
conditions. Grants received where the group has yet to comply with all attached conditions are recognised
2= 2 lability (and included in deferred income within trade and other payables) and released to income
when all attached conditions have been complied with. Government grants received are included in 'other
mcome’ in profit or loss.

Employee benefits. Wages, salaries, paid annual leave and sick leave, bonuses, and non-monetary
Sensfits are accrued in the year in which the associated services are rendered by the employees of the
Group companies. The Group has no legal or constructive obligation to make pension or similar benefit
p=yments.

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

Operating leases. Where the Group is a lessee in a lease which does not transfer substantially all the risks
2nd rewards incidental to ownership from the lessor to the Group, the total lease payments are charged to
profit or loss for the year on a straight-line basis over the lease term. The lease term is the non-cancellable
peniod for which the lessee has contracted to lease the asset together with any further terms for which the
i=ssee has the option to continue to lease the asset, with or without further payment, when at the inception
of the lease it is reasonably certain that the lessee will exercise the option.

10
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Summary of Significant Accounting Policies (continued)

arrangements. Investments in joint arrangements are classified as either joint operations or joint
1 depending on the contractual rights and obligations of each investor. The Group has assessed
e nature of its joint arrangements and determined them to be joint operation.

When 2n the Group enters into a transaction with a joint operation in which it is a joint operator, such as a
=== or contribution of assets, it is conducting the transaction with the other parties to the joint operation
=na as such, the joint operator recognises gains and losses resulting from such a transaction only to the
=x=nt of the other parties’ interests in the joint operation.

The Group recognises its share of the revenues and expenses in relation to its interest in the joint
amangements. The Group's interest in the revenues and expenses of the joint arrangement is the revenues
@rectly generated from the sale of the output to the Group and the corresponding cost of sales.
Tre sales are revenues of the joint arrangements, generated with the Group itself. The Group eliminates
=== revenues in full, as part of consolidation procedures.

Unr=zlised gains on transactions between the Group and its joint ventures are eliminated to the extent of
#= Group's interest in the joint ventures. Unrealised losses are also eliminated unless the transaction
growides evidence of an impairment of the asset transferred.

& Critical Accounting Estimates and Judgements in Applying Accounting Policies

The Group makes estimates and assumptions that affect the amounts recognised in the consolidated
Smancial statements and the carrying amounts of assets and liabilities within the next financial year.
Essmates and judgements are continually evaluated and are based on management's experience and
amer factors, including expectations of future events that are believed to be reasonable under the
orcumstances.

Management also makes certain judgements, apart from those involving estimations, in the process of
sppiying the accounting policies. Judgements that have the most significant effect on the amounts
s=cognised in the consolidated financial statements and estimates that can cause a significant adjustment
1 e carrying amount of assets and liabilities within the next financial year include:

Useful lives of property, plant, equipment and intangible assets. The estimation of the useful life of an
#=m of property, plant and equipment is a matter of management judgement based upon experience with
=mizr assets. In determining the useful life of an asset, management considers the expected usage,
==smated technical obsolescence, physical wear and tear and the physical environment in which the asset
= operated. Changes in any of these conditions or estimates may result in adjustments for future

@=preciation rates.

Impairment of trade and other receivables. The impairment provision for accounts receivable is based
on the Group's assessment of the collectability of specific customer accounts. If there is deterioration in a
maor customer's creditworthiness or actual defaults are higher than the estimates, the actual accounts
s=ceivable could differ from these estimates. If the Group determines that no objective evidence exists that
smpairment was incurred for an individually assessed accounts receivable, whether significant or not, it
Imcludes the account receivable in a group of accounts receivable with similar credit risk characteristics and
colectively assesses them for impairment.

For the purposes of a collective evaluation of impairment accounts receivable are grouped on the basis of
smilar credit risk characteristics. Those characteristics are relevant to the estimation of future cash flows
%or groups of such assets by being indicative of the debtors' ability to pay all amounts due according to the
contractual terms of the assets being evaluated. Trade receivables that are assessed not to be impaired
individually are assessed collectively for impairment by reference to the Group’s historical collection
experience for receivables of similar age. Provisions against trade receivables are made based on historical
experience of levels of recovery from accounts in a particular ageing category. The value of the impairment
provision is sensitive to the specific percentages applied.

11
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Accounting Estimates and Judgements in Applying Accounting Policies (continued)

= results may differ from the estimates and the Group's estimates can be revised in the future, either
or positively, depending upon the outcome or expectations based on the facts surrounding each

{Note 11).

s and Transactions with Related Parties

are generally considered to be related if the parties are under common control or if one party has
%y 1o control the other party or can exercise significant influence or joint control over the other party

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

e mcome and expense items with related parties for the year ended 31 December 2018 were as follows:

Entities under  Other related
common control parties

=s of goods - 52

income 507 -

‘ncome and expense items with related parties for the year ended 31 December 2017 were as follows:

Entities under  Other related
common control parties

Sales of goods - 168
Interest income 452 -

21 December 2018, the outstanding balances with related parties were as follows:

Entities under Key management Other related

1 common control person parties
Gross amount of trade receivables - - 11
Long-term receivable 4,853 - -
Bomowings - 486 -
Trade and other payables - 1,934 -

A2 31 December 2017, the outstanding balances with related parties were as follows:

Entities under Key management Other related

common control personnel parties

Gross amount of trade receivables - - 26
Long-term receivable 4,347 ' - -
Borrowings T S 441 -
Trade and other payables - 1,883 -

12
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-es and Transactions with Related Parties (continued) !

2017, the outstanding balances with related parties were as follows:

Entities under Key management Other related

common control personnel parties

t of trade receivables - - 8
receivable 3,983 = =
gS # 390 =
and other payables - 2,006 -

ent compensation. Key management includes Director (executive) and General Manager

~anagement compensation is presented below.

2018 2017
m benefits:
X 218 176
bonuses 200 41
key management compensation 418 217

ponuses are earned by general manager after printing period of school books and after reporting
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Property, Plant and Equipment

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

Land CIP* Planf and _Ofﬁce Vehicles other  Total
machinery equipment

Dee=med cost/cost at 1 January 2017 1,325 176 6,532 91 123 35 8,282
 Accumulated depreciation - - (170) (21) 1) - (192)
Carrying amount at January 2017 1,325 176 6,362 70 122 35 8,090
Agddibons - 843 393 12 - - 1,248
Depreciation charge - - (603) (12) (11) - (626)
Carrying amount at 31 December 2017 1,325 1,019 6,152 70 111 36 8,712
Cost at 31 December 2017 1,325 1,019 6,925 103 123 35.. 8,530
2Acc Dep for 31 December 2017 - - (773) (33) (12) - (818)
Carrying amount at 31 December 2017 1,325 1,019 6,152 70 111 35 8712
Additions - 3,322 394 15 259 12 4,002
Depreciation charge - - (649) (14) (27) - (690)
Carrying Amount at 31 December 2018 1,325 4,341 5,897 71 343 47 12,024
Cost at 31 December 2018 1325 4,341 7,319 118 382 47 13,532
Accumulated depreciation - - (1,422) (47) (39) - (1,508)
Carrying Amount at 31 December 2018 1,325 4,341 5,897 71 343 47 12,024

") CIP - Construction in Progress

Construction in progress consists of construction of a new plant and office building in Didi Digomi, Thbilisi.
Upon completion, assets are transferred to building.

The cost of certain the property, plant and equipment (other than CIP) at the date of transition to IFRS, 1
January 2016, was determined by reference to their fair value at that date (“deemed cost”). The fair value
was determined by the management based on their experience, comparative market data and condition of
assets.

As of 31 December 2018, 31 December 2017 and 1 January 2017 property, plant and equipment with
carried amount of respectively GEL 3,722, GEL 4,100 and GEL 4,509 were pledged as collateral for
borrowings (Note 13).
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E GROUP

 to the Consolidated Financial Statements — 31 December 2018
s expressed in thousands of Georgian Lari)

Investment Property

mvestment property is represented by freehold office building and its parking area. The office building
disposed in January 2018 with no gain recognised in profit or loss statement. At 31 December 2018

31 December 2017, investment properties were with carrying with amount of GEL 12 thousand and
#=L 887 thousand, respectively.

Other Non-Current Assets

= non-current assets represent long-term receivable from Kiacheli Residence LLC, entity under
mon control, originated from selling of the land plot in December 2018, with payment terms in January-
2020. The land plot is used by the purchaser for the construction of residential building. The balances

® =ach year represents the net present value of all payments to be made under agreement increased by
meied interest accrued (Note 18).

Inventories

31 December 31 December 1 January
2018 2017 2017
materials 3,920 2,793 1,699
Canstruction materials 425 407 12
Feshed gOOdS 99 141 90
in progress 3 4 0

T inventories at 31 December 4,447 3,345

1,801

cost of inventories recognised as an expense during the reporting period 2018 and 2017 is respectively
==L 3 850 thousand and GEL 5,327 thousand. :

%1 Trade and Other Receivables

31 December 31 December 1 January

2018 2017 2017

Trade receivables 1,206 1,207 891
Prepayments 674 275 229
=ss impairment provision (540) (502) (472)

- Total trade and other receivables 1,340 980 648

Movements in the impairment provision for trade and other receivables are as follows:

. 2018 2017
Provision for impairment at 1 January 502 472
{Recovery of)/provision for impairment during the year* 38 30
Amounts written off during the year as uncollectible - =
Provision for impairment at 31 December 540 502

The trade receivables are denominated in national currency.
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expressed in thousands of Georgian Lari)

and Cash Equivalents

31 December 31 December 1 January

2018 2017 2017

hand 63 160 56

ances payable on demand 1,716 467 502

=d cash - 9 43

= cash and cash equivalents 1,779 636 601

-+ cash balances are cash balances used as guarantee for fulfilment of the Group's obligation
customers.

‘ -
31 December 31 December 1 January

2018 2017 2017

long-term borrowings 5,320 - -
short-term borrowings 1,881 6,074 3,884

ang from related parties 487 441 391
7,688 6,515 4,275

borrowings

loans represent different currency and maturity loans disbursed by TBC Bank JSC. Georgian Lari
ated loans bear annual interest of 10.5-11 % and mature in 2023-2024. US Dollar and Euro

n=ted loans bear annual interest rate of 7.5-8%.

< denominated in Georgian Lari with the initial contractual amount of GEL 1,800 thousand and GEL
200 thousand was taken under the preferential Agro Credit Project to finance the construction project

2 2017 and 2018 respectively. In accordance with the agreement, part of the interest is compensated
Government of Georgia, which is recognised by the Group as other income.

ing from related parties at December 2018 represents four separate short-term loans from the
=nolder with annual interest rates in a range of from 9% to 11% and maturity in 2019 year (Note 21).

%= of 31 December 2018, 31 December 2017 and 1 January 2017 property, plant and equipment with
sescective carrying amounts of GEL 4,509 thousand, GEL 4,100 thousand and GEL 3,722 were pledged
2= collateral for borrowings as mentioned above (Note 7).

=nt in borrowings are as follows:

2018 2017

At 1 January 6,515 4,275
Additons 5,693 3,720
Jnt=rest during the period ‘ . 663 384
Prncipal repayments (4,350) (1,471)

~ Imterest repayments (746) (417)
Met foreign exchange (gains)/losses (87) 24
7,688 6,515

At 31 December
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expressed in thousands of Georgian Lan)

and Other Payables
31 December 31 December 1 January
2018 2017 2017
0I5 2,650 2,221 2,031
recsived 241 272 258
able 7 101 186
employee benefit costs 200 1" -
and other payables 3,098 2,605 2,475
of Revenue by Category:
2018 2017
from printing activities 5,599 5,227
$om school books production 3,041 3,367
fom packing activities 1,939 1,567
from sefling materials 325 35
69 -
10,973 10,196

and other printing houses produce school books anually per order of the Ministry of Education
~= of Georgia. In 2017 year Cezanne was the main contractor with the State Procurement Agency
== and respectively revenue from school books production represents the whole agreement value
by Cezanne and other sub-contractor printing houses.

year the contractor of the agency was Consorcium, joint operation of Cezanne and other printing
<o the revenue from school books production in 2018 was the share of the whole contract of the

= includes revenue from a waste paper sale.

and Administrative Expenses

2018 2017

benefits expense 1,044 854
ar $han on income 164 341
144 91

103 130

38 29

and mantenance sernvices 37 10
gmications expenses 22 29
20 15

76 49

1,648 1,548

general and administrative expenses
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o the Consolidated Financial Statements — 31 December 2018
= expressed in thousands of Georgian Lari)

er Operating Income and Expenses

2018 2017
ment grant received 453 32
Sor=ign exchange losses/(gains) 38 (70)
service (94) -
9 5
©other operating expenses/(income) 406 (33)
- Fimance Income and Costs
2018 2017 |
mncome from long-term receivables 508 455
expense (663) (384)
=gn exchange gains/(losses) from borrowings 87 (24)
wce (costs)/income (68) 47
it income from long-term receivables is originated from selling the lands to entity under common

2 and occurs at the end of each reporting period.

# Contingencies and Commitments

%= cost of borrowings and declaration of default.

defined per the respective loan agreement.

—»

o 31 December 2017 and 1 January 2017, the Group had breached certain financial covenants under
an agreements with TBC Bank JSC, therefore the bank had the option to call the loans. As a result,
maturity analysis of the liability, the above-mentioned loans were included as a current liability as of
porting periods. As of 31 December 2018, the Group received the waiver from the bank on breach of
wn covenants as of 31 December 2018, which was not considered by the banks as a pre-condition of

ental matters. The enforcement of environmental regulation in Georgia is evolving and the
sement posture of government authorities is continually being reconsidered. The Group periodically
==s its obligations under environmental regulations. As obligations are determined, they are
ansed immediately. Potential liabilities, which might arise as a result of changes in existing regulations,
¥ i8gation or legislation, cannot be estimated but could be material. In the current enforcement climate

=wsting legislation, management believes that there are no significant liabilities for environmental

ce with covenants. The Group is subject to certain covenants pf'imariiy related to its borrowings.
=ompliance with such covenants may result in negative consequences for the Group including growth

o 7
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to the Consolidated Financial Statements — 31 December 2018
expressed in thousands of Georgian Lari)

| Management of Capital

Group's objectives when managing capital are to safeguard the Group’s ability to continue as a going
mcem in order to provide returns for owner and to maintain an optimal capital structure to reduce the cost
c=pital. In order to maintain or adjust the capital structure. The amount of capital that the Group managed

| Events After the Reporting Period

= response to the new regulatory act issued by the Government on Georgia, which forbids use of plastic
aas in retail chain, the Group invested in new machinery and equipment and purchased printing and paper
3 production equipment with total amount of 2,410 thousand in subsequent poeriod.

1st half of the balances of borrowings from shareholder as at 31 December 2018 has been repaid in
as of the date of these financial statements, and the rest is to be paid in 2020 year.
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The Group’s business development, performance and position

228 Cezanne LLC, the parent company and 100% owner of all group members was registered as a
wi= kability company in accordance with Georgian regulations with identification number: 203862551,
31 December 2018, 31 December 2017 and 1st January 2017 company's sole owner was Mr. Tariel

=rdashvili.
= LLC has 21 years’ experience covering all aspects of printing activities, oriented on quality-driven

~tion and represents a leading company in Georgian printing industry. Up to date equipment is
=ased from European partners and leading manufacturer companies (Heidelberg, Muller-Martini,

=nberg, Esko).
2018 the Company recorded revenue of 8,918 GEL and the net profit comprised of 2,161 GEL (In
=nds). The gross profit margin was 32%, whereas Return on Capital Employed (ROCE) — 16% for the

ended 31 December 2018. The average number of employees was 96, including 40 femaias.

sian Packaging was founded at the end of 2016 by the managing team of the Cezanne printing
Cezanne Group took advantage of its 21 years of knowledge and experience in the printing industry

pegan the first comprehensive production line in Georgia for food grade packaging. Since then,
's mission has been to offer its customers eco-friendly and safe products made with the highest

of paper and other raw materials. In order to develop and sustain quality development and good
acturing practice, infrastructural planning and daily production processes are being implemented

4nq to the latest requirements of the international food and workplace standards.

»a 2018 the average number of employees was 34, including 23 females.
= Materials was founded at the end of 2016 and is one of the biggest importers of paper and other

=ong materials.
Smce the both subsidiary companies are newly based the growing revenue till 2018 was as follows:
| Subsidiaries/Revenue 2018 2017
==orgian Packaging 2,070 1,598
~ Cezanne Materials 1,961 1,711

Group’s future development plans
For the last years the Group has grown more than in previous years before subsidiary companies were

s=s=d and new lines of production added. Because of sustainable growth and expansion, for 2020 the
- Group is going to move to new building construction of which is in progress and fully funded by Georgian
. Packaging, one of subsidiary companies. The manufacturing area in the new building will be 3 times bigger

#=n in existing one, which is rented under operating lease.
A#=r moving the Group will be focused on increasing variety of product portfolio and market development.
& = planned to enter international markets, actively engage and participate in international tenders.

omdocmoabo, Egégm@nb 3.)38. # 140

140 Tsereteli ave., Thilisi, Georgia
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Review of the research and development performed by the entity

2018 the Group was not engaged in any research and development activities.

Key financial and non-financial indicators

analyses of key financial indicator are the following:

2018 2017

10,973 10,196
Gross profit 3,945 2,128
Sross profit margin 36% 21%
Met income 2,559 527
Srofit margin 23% 5%

Additional explanations of amounts given in the annual financial statements

= 2018 the Group agreed the better credit terms with local bank, which resulted in financing of construction

® progress.

= Review of the Group’s credit, market, liquidity and cash flow risks and mechanisms for their

management

The Group does not face credit risk for the reporting periods, furthermore the weight of debt to total assets
=as decreased over the years, the reason of reduction is that Group operated well which results in retained

==mings. Key solvency ratios were as follows:

2018 2017
Debt to Assets 44% 48%
Debt to Equity 79% 93%
Leverage 1.79 1.93

As at 31 December 2018 and 31 December 2017 the current ratio of the Group is respectively 1.40 and
2.55. In 2017 breach of certain bank covenants caused classifying the bank borrowings as current,
r=gardless of the fact the growth of current ratio would be 11%, from 1.25 (adjusted from classification) to

1.40.

mdamobo, Bgégmemab godd. # 140
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Major risks and uncertainties, enterprise goal and policy with respect to financial risk

key risks and uncertainties are related to the following:

EZxplanation of risk and uncertainty

Management response

Political risks — school books are gifted to pupils by
e government every year. Significant part of the
salss come from the tender of school book printing.
Sooks are produced by joint arrangement where the
Sarent Company is the leading participant. Even
‘whout tender, every publishing house has its

Since the foundation of the Parent Company first
line of production was books. So, due to 20 year
experience in the book printing industry and
connections with most of the publishing houses
the Group has advantage over its competitors
and is always ready for unexpected and
challenging scenarios

mdividual agreement with printing houses
Currency risk - purchase of materials are mostly
made in foreign currencies at credit terms, however
maority of the sales are generated in local
currency. There is a risk of potential loss due to

After moving into new building the Group will be
oriented more on the export. Increased foreign
revenue will offset Georgian Lari's depreciation

risk.

2=preciation of local currency

%2 December 2019
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