IMPORTANT NOTICE: NOT FOR DISTRIBUTION IN OR INTO T HE UNITED STATES EXCEPT TO
QUALIFIED INSTITUTIONAL BUYERS ("QIBs") AS DEFINED IN RULE 144A UNDER THE
SECURITIES ACT ("RULE 144A") OR OTHERWISE TO PERSON S TO WHOM IT CAN LAWFULLY
BE DISTRIBUTED

IMPORTANT: You must read the following before continuing. Tokowing applies to the attached preliminary
Listing Particulars (thelisting Particulars"), and you are therefore advised to read thisfebydefore reading,
accessing or making any other use of the Listingid®gars. In accessing the attached Listing Paldits, you
agree to be bound by the following terms and caovbt including any modifications to them any tigmal receive
any information from us as a result of such acdés®u have gained access to this transmissiotrapnto any
of the following restrictions, you are not authedsand will not be able to purchase any of theritgesidescribed
herein (the Securities). You acknowledge that this electronic transnuesand the delivery of the attached
Listing Particulars is intended for you only anduyagree you will not forward this electronic tramssion or the
attached Listing Particulars to any other persary farwarding, distribution or reproduction of tldscument in
whole or in part is unauthorised. Failure to complih the following directives may result in a \ation of the
U.S. Securities Act of 1933 (th&&curities Act) or the applicable laws of other jurisdictions.

NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTESN OFFER OF SECURITIES FOR
SALE IN ANY JURISDICTION WHERE IT IS UNLAWFUL TO DGSO.

THE SECURITIES HAVE NOT BEEN, AND WILL NOT BE, REGITERED UNDER THE SECURITIES ACT
OR THE SECURITIES LAWS OF ANY STATE OF THE UNITEDIBTES OR OTHER JURISDICTION AND
THE SECURITIES MAY NOT BE OFFERED, SOLD, PLEDGED OBTHERWISE TRANSFERRED
EXCEPT IN AN OFFSHORE TRANSACTION IN ACCORDANCE WH RULE 903 OR RULE 904 OF
REGULATION S UNDER THE SECURITIES ACT REGULATION S") OR WITHIN THE UNITED
STATES ONLY TO QIBs IN RELIANCE ON THE EXEMPTION FKBM THE REGISTRATION
REQUIREMENTS OF SECTION 5 OF THE SECURITIES ACT PRDED BY RULE 144A, OR ANOTHER
EXEMPTION THEREFROM, IN EACH CASE IN ACCORDANCE WH ANY APPLICABLE SECURITIES
LAWS OF ANY STATE OF THE UNITED STATES.

Confirmation of your representation: In order to be eligible to view the Listing Pari&ts or make aninvestment
decision with respect to the Securities referreldeiein, investors must be (i) outside the UnitedeS; (ii) QIBs
that are acquiring the Securities for their ownaaet or the account of another QIB; or (iiBophisticated
investors' for the purposes of the Law of Georgia on SemsiMarket (the Securities Market Law") that are
acquiring the Securities for their own accounthar account of another "sophisticated investor'aBgepting this
e-mail and accessing the Listing Particulars, ylallshe deemed to have represented to us tha{Ajl)he
electronic mail address that you gave us and tatwthiis e-mail has been delivered is not locatetthénUnited
States; (B) you are a QIB acquiring the Securiti#srred to herein for your own account and/ortf@r account
of another QIB; or (Cyou are a "sophisticated investor" (as definechen$ecurities Market Law) acquiring the
Securities referred to herein for your own accamd/or for the account of another "sophisticategstor"; and
(2) you consent to delivery of such Listing Pates by electronic transmission.

The Listing Particulars may only be communicatedcaused to be communicated to persons in the United
Kingdom in circumstances where section 21(1) ofRh®ncial Services and Markets Act 2000 (tREMA")

does not apply and may be distributed in the Uritisgjdom only to persons who (i) have professianaderience

in matters relating to investments falling withimtiéle 19(5) of the Financial Services and Markats 2000
(Financial Promotion) Order 2005 (as amended) '(@wler"), or (ii) are persons falling within Article 49/(@)

to (d) (high net worth companies, unincorporatesbeisitions etc.) of the Order (all such personsttogy being
referred to asRelevant Person). In the United Kingdom, the Listing Particulaase directed only at Relevant
Persons and must not be acted on or relied on tsope who are not Relevant Persons. Any investroent
investment activity to which the Listing Particidarelates is available only to Relevant Personsveiticbe
engaged in only with Relevant Persons.

The Listing Particulars do not constitute, and maybe used in connection with, an offer or sditin in any
place where offers or solicitations are not pewditby law. If a jurisdiction requires that the ofifey be made by
a licensed broker or dealer and the underwritermngraffiliate of the underwriters is a licensedkar or dealer
in that jurisdiction, the offering shall be deentece made by the underwriters or such affiliatédbehalf of the
issuer of the Securities in such jurisdiction.



These Listing Particulars are being sent to yanielectronic form. You are reminded that documeatsmitted
via this medium may be altered or changed duriegtbcess of electronic transmission and, consdiguarither

Joint Stock Company Georgia Capital nor J.P. Moigecurities plc nor any of their respective affémaccepts
any liability or responsibility whatsoever in respef any difference between the attached documlistributed

to you in electronic format and the hard copy w@rsvailable to you on request.

You are responsible for protecting against virused other destructive items. Your use of this e-imait your
own risk and it is your responsibility to take prations to ensure that it is free from viruses atiner items of a
destructive nature.

PRIIPs / IMPORTANT - EEA RETAIL INVESTORS - The Securities are not intended to be offered, sold
otherwise made available to and should not be extfesold or otherwise made available to any retaéstor in
the European Economic AresEEA"). For these purposes, a retail investor mearersop who is one (or more)
of: (i) retail client as defined in point (11) ofticle 4(1) of Directive 2014/65/EU NFID 11 "); or (ii) a customer
within the meaning of Directiv@016/97, as amendewhere that customer would not qualify as a pitasl
client as defined in point (10) of Article 4(1) MiiFID II; or (iii) not a qualified investor as defed in Regulation
2017/1129. Consequently no key information documeantired by Regulation (EU) No. 1286/2014 (tR&TIPs
Regulation") for offering or selling the Securities or othése making them available to retail investors ia th
EEA has been prepared and therefore offering ingehe Securities or otherwise making them atdéldo any
retail investor in the EEA may be unlawful undez #RIIPs Regulation.

PRIIPs / IMPORTANT - UK RETAIL INVESTORS - The Securities are not intended to be offereld, ar
otherwise made available to and should not beatffesold or otherwise made available to any retedstor

in the United Kingdom (theUK™). For these purposes, a retail investor mearessop who is one (or more)
of: (i) a retail client, as defined in point (8) Afticle 2 of Regulation (EU) No 2017/565 as itrftg part of
domestic law by virtue of the European Union (Witdwlal) Act 2018 (theEUWA™"); (ii) a customer within
the meaning of the provisions of the FSMA and angs or regulations made under the FSMA to implédmen
Directive (EU) 2016/97, where that customer woubtl qualify as a professional client, as definegpamt

(8) of Article 2(1) of Regulation (EU) No 600/20&4 it forms part of domestic law by virtue of the\EZA,;

or (iii) not a qualified investor as defined in ite 2 of Regulation (EU) 2017/1129 as it formstpair
domestic law by virtue of the EUWA. Consequentlykay information document required by Regulation
(EU) No 1286/2014 as it forms part of domestic awwirtue of the EUWA (theUK PRIIPs Regulation™)

for offering or selling the Securities or otherwmaking them available to retail investors in th€ lhas been
prepared and therefore offering or selling the #ges or otherwise making them available to angite
investor in the UK may be unlawful under the UK FRIRegulation.

UK MIFIR product governance / Professional investos and ECPs only target market Solely for the purposes
of the manufacturer's product approval processtattget market assessment in respect of the Siesunds led to
the conclusion that: (i) the target market for Sexurities is only eligible counterparties, asmdiin the FCA
Handbook Conduct of Business Sourcebook, and wiofesl clients, as defined in Regulation (EU) NO/&014
as it forms part of domestic law by virtue of ther&pean Union (Withdrawal) Act 2018U4K MiFIR "); and (ii)
all channels for distribution of the Securitiegtigible counterparties and professional clienésappropriate. Any
person subsequently offering, selling or recommegdihe Securities (adistributor ") should take into
consideration the manufacturer's target marketsagsent; however, a distributor subject to the FGhdbook
Product Intervention and Product Governance Soodels responsible for undertaking its own targetrkat
assessment in respect of the Securities (by ati@pting or refining the manufacturer's target raaassessment)
and determining appropriate distribution channels.

Securities Market Law / Offering and sale to sophiscated investors only

The Securities are not intended to be advertisadketed, offered or sold in the territory of Geargi a "public
offering" (defined as an offer to sell securiti@®dtly or indirectly on behalf of an issuer or etlperson to at least
100 persons or to an unspecified number of pensenthe Securities Market Law) without a prior iongltaneous
delivery/publication of a final prospectus approusdthe National Bank of Georgia (thRBG") in accordance
with the Securities Market Law. Offering and saldte Securities to sophisticated investors (amddfin the
Securities Market Law) only, however, will not ctinge a public offering. In the event, howeverattthe
Securities are placed/listed on the Irish StockHaxge plc, trading as Euronext DublifE(ifonext Dublin®),
which is a "recognised stock exchange of the foremuntry" under Georgian law, the Securities mayftbered



in Georgia in a public offering without approvaltbe Listing Particulars by the NBG, provided ttist NBG is
notified about the public offering of the Secustia accordance with Georgian law and the InteonatiSecurities
Identification Number (thelSIN™) of the Securities, as well as evidence of Igtof the Securities on Euronext
Dublin and the Listing Particulars, together witlk Georgian translation of th@verview of the Offeringsection
of the Listing Particulars (both of which should@be made publicly available in accordance witbrGian law),
is provided to the satisfaction of the NBG in achenf the offering in Georgia.



GEORGIA

CAPITAL

Joint Stock Company Georgia Capital

(incorporated in Georgia with limited liability)

U.S.$65,000,000 6.125% Notes due 2024 (to be codstéd and form a single series with the
U.S.$300,000,000 6.125% Notes due 2024)

Issue Price: 100% (plus 7 days of accrued interest)

The U.S.$65,000,000 6.125% Notes due 2024 (tfeav'Notes and together with the Original Notes (as defibetbw, the Notes') will be
issued by Joint Stock Company Georgia Capital (thsuer’, and together with its subsidiaries, tl&6up").

The New Notes will be consolidated and form a srggries with the existing U.S.$300,000,000 6.128tes due 2024 (theDtiginal
Notes') of the Issuer issued on 9 March 2018 (ti@riginal Closing Date") on or after the Closing Date (as defined beloWwpon
consolidation, the aggregate principal amount ef@riginal Notes and the New Notes will be U.S$868,000. The New Notes will be
constituted by a second supplemental trust debe ttated on or about 16 March 2021 (as amendagppiesnented from time to time, the
"Second Supplemental Trust De€ll between the Issuer and the Trustee (as defimé¢de section headed "Terms and Conditions of the
Notes" (the Conditions", and references herein to a numbered "Conditstrall be construed accordingly)) which is suppletakio a trust
deed dated 9 March 2018 and a first supplementsi tteed dated 17 October 2019 (together with gvet®l Supplemental Trust Deed and
as further modified and/or supplemented from timérhe, the Trust Deed') between the same parties.

The issue price of the New Notes is 100% (plus $7.3413.19 accrued interest from, and including &d1 2021 to, but excluding 16
March 2021) and the issue date of the New Noté&§ islarch 2021 (theClosing Daté').

Interest on the New Notes will accrue at the ré® H25% and will be payable semi-annually in ar@a9 March and 9 September in each
year, commencing on 9 September 2021.

The Notes may be redeemed by the Issuer in whalendt in part, at their principal amount, plusraed and unpaid interest thereon (if
any), if, as a result of a change of law, the IstEomes obliged to pay certain additional amoantsotherwise as described undeerins
and Conditions of the Notes—Condition 6(b) (Redeamgbr Taxation and Other Reasohs)nless previously redeemed or purchased and
cancelled, the Notes will be redeemed at theirgipal amount on 9 March 2024 (th&turity Date ").

The Notes will constitute unsecured and unsubotdéhabligations of the Issuer (subject as describétiondition 4(a) llegative Pledgg.
See Terms and Conditions of the Notes—Conditiq®tatug".

This document (listing Particulars ") has been prepared for the purpose of providisglasure information with regard to the New Notes
which are to be admitted to the Official List (th@fficial List ) of the Irish Stock Exchange plc trading as EwdnDublin ('Euronext
Dublin") and to trading on The Global Exchange Marketahtis the exchange regulated market of Euronexiib(tihe 'Global Exchange
Market"). The Global Exchange Market is not a regulatedkmat for the purposes of (i) Directive 2014/65/€MiIFID Il ") or (ii) Regulation
(EU) No 600/2014 as it forms part of domestic lagwirtue of the European Union (Withdrawal) Act B)Wpplication has been made to
the Euronext Dublin for the New Notes to be admditiethe Official List and trading on its Global &ange Marketnvestors should note
that securities to be admitted to the Official Listand to trading on its Global Exchange Market will,because of their nature, normally
be bought and traded by a limited number of invests who are particularly knowledgeable in investmentmatters.

These Listing Particulars do not constitute (i) a pospectus for the purposes of Part VI of the Finanal Services and Markets Act
2000 (as amended), (ii) a base prospectus for tharposes of Regulation (EU) 2017/1129 (the "Prospact Regulatior!); or (iii) a base
prospectus for the purposes of Regulation (EU) 2017129 as it forms part of UK law by virtue of the Riropean Union (Withdrawal)
Act 2018 ("EUWA") (the "UK Prospectus Regulation"). These Listing Particulars have been prepared sdiewith regard to the Notes
which are (i) not to be admitted to listing or tradng on any regulated market for the purposes of MilD lI; (ii) not to be offered to
the public in a Member State of the European Unioror in the United Kingdom (other than pursuant to ore or more of the exemptions
set out in the Prospective Regulation or UK Prospeas Regulation, as applicable). These Listing Paxtulars have not been approved
or reviewed by any regulator which is a competent@hority under the Prospectus Regulation.

The denominations of the Notes shall be U.S.$2@#&l integral multiples of U.S.$1,000 in excessebf.

AN INVESTMENT IN THE NOTES INVOLVES A HIGH DEGREE O F RISK. PROSPECTIVE INVESTORS SHOULD
CAREFULLY CONSIDER THE RISK FACTORS BEGINNING ON PA GE 6 OF THESE LISTING PARTICULARS BEFORE
INVESTING IN THE NOTES.

The Notes have not been and will not be registarater the U.S. Securities Act of 1933, as amenttesl'.S. Securities Act), or with
any securities regulatory authority of any statettrer jurisdiction of the United States, and may Ime offered or sold within the United
States except pursuant to an exemption from, arti@nsaction not subject to, the registration ireguents of the U.S. Securities Act. The



Notes are being offered and sold outside the Urfitiedes in accordance with Regulation S under ti% Securities Act Regulation S')

and within the United States to qualified institui@l buyers QIBs") in reliance on Rule 144A under the U.S. Secesithct (Rule 144A).
Prospective purchasers are hereby notified theerseif Notes may be relying on the exemption fitbeprovisions of Section 5 of the U.S.
Securities Act provided by Rule 144A. Neither theSUSecurities and Exchange Commission nor ang staturities commission has
approved or disapproved of the Notes or passed thoadequacy or accuracy of these Listing PadisulAny representation to the contrary
is a criminal offence. The Notes are subject ttric®ons on transferability and resale and mayb®transferred or resold except as permitted
under the U.S. Securities Act and applicable staturities laws pursuant to registration thereumiezxemption therefrom. For a more
complete description of restrictions on offersesaind transfers, seéransfer Restrictiorisand 'Subscription and Sale

The New Notes that are being offered and sold do@tance with Regulation S (theéwRegulation S Note¥) will initially be represented
by a Regulation S global certificate (tHéewRegulation S Global Certificaté', and the New Regulation S Global Certificate atidjlobal
certificates representing the Original Notes offlesnd sold in reliance on Regulation S being, togetthe Regulation S Global
Certificates") in registered form, without interest couponsaeltted, which will be registered in the name of animee for and will be
deposited with a common depositary for EuroclearkBEA/NV ("Euroclear”) and Clearstream Bankingociété anonymgClearstream,
Luxembourg") on or about the Closing Date. New Notes thatadfered and sold in reliance on Rule 144A (theeW Rule 144A Note$
and together with the New Regulation S Notes, tiiew Global Notes') will initially be represented by beneficial imésts in a restricted
global certificate (theNewRule 144A Global Certificate', and the New Rule 144 A Global Certificate andyédbal certificates representing
the Original Notes offered and sold in relianceRule 144A being, together, th®ule 144A Certificates and, together with the New
Regulation S Global Certificates, thBléw Global Certificates”) in registered form, without interest couponsaelted, which will be
deposited on or about the Closing Date with a diatofor, and registered in the name of Cede &a&mominee for, The Depository Trust
Company (DTC"). Beneficial interests in the New Global Certifies will be shown on, and transfers thereof vélelifected only through,
records maintained by DTC, Euroclear and Clearstrdaixembourg and their account holders. Definitiges in respect of beneficial
interests in the New Regulation S Global Certifcand the New Rule 144A Global CertificatBl€twRegulation S Definitive Certificates
and 'New Rule 144A Definitive Certificates, respectively, and, together, thEéw Definitive Certificates" and such New Definitive
Certificates together with any definitive certifiea in respect of the Original Notes are, together'Definitive Certificates") will not be
issued except as described undegrins and Conditions of the Notes

The Notes are expected to be rated B by Stand&?dd&'s Rating Services, a division of the McGraw-Bompanies, Inc. 8&P") and B2
by Moody's Investors Service Limitedbdody's"). A rating is not a recommendation to buy, selhold securities and may be subject to
suspension, reduction or withdrawal at any timethy assigning rating agendyredit ratings included or referred to in thesetihip
Particulars have been issued by S&P and Moody'sdyls is established in the European Union (Eld") and registered under Regulation
(EC) No 1060/2009 of the European Parliament andhef Council of 16 September 2009 on credit ratiggncies (theEU CRA
Regulation”) and under the UK domestic law regarding creatiing agencies in accordance with the EUWA as aerbbg the Credit Rating
Agencies (Amendments etc.) (EU Exit) Regulations2@he UK CRA Regulation" and together with the EU CRA Regulation, tiGRA
Regulation”). S&P is not established in the EU and has netieg for registration pursuant to the EU CRA Rexjioi.

Bookrunner and Lead Manager

J.P. Morgan
Listing Particulars dated 12 March 2021



IMPORTANT INFORMATION ABOUT THESE LISTING PARTICULA RS

These Listing Particulars do not comprise a prasjseior the purposes of the Prospectus Regulation o
the UK Prospectus Regulation and constitute lighiadiculars for the purpose of giving informatieith
regard to the Group and the Notes, which, accortdirige particular nature of the Issuer, the Grang

the Notes, is necessary to enable investors to makeformed assessment of the assets and liabjliti
financial position, profit and losses and prospe€the Issuer and the Group and of the righthirta

to the Notes.

The Issuer accepts responsibility for the inforomatontained in these Listing Particulars. To tbst lof

the knowledge of the Issuer (which has taken @boeable care to ensure that such is the case), the
information contained in these Listing Particulésdn accordance with the facts and does not omit
anything likely to affect the import of such infoaton.

These Listing Particulars do not constitute anrasfeor an invitation by or on behalf of the Issoethe
Lead Manager (as defined iBtbscription and Sdlgor the Trustee to subscribe for or purchase, any
Notes in any jurisdiction where it is unlawful t@ke such an offer or invitation. The distributidriteese
Listing Particulars and the offering of the Notegertain jurisdictions may be restricted by laerddns

into whose possession these Listing Particularsecara required by the Issuer, the Lead Manager and
the Trustee to inform themselves about and to eks@ny such restrictions. For a description ofaert
further restrictions on offers and sales of Noted distribution of these Listing Particulars, s€eghsfer
Restriction8 and 'Subscription and Sdle

No person is authorised to provide any informatioto make any representation not contained irethes
Listing Particulars and any information or repréagon not so contained must not be relied upon as
having been authorised by or on behalf of the isdhe Lead Manager or the Trustee. The delivery of
these Listing Particulars at any time does not yntpat the information contained in them is corrast

at any time subsequent to its date. Neither thiwatgl of these Listing Particulars nor the offerisgle

or delivery of any Note shall in any circumstancesate any implication that there has been no adver
change, or any event reasonably likely to involmg adverse change, in the condition (financial or
otherwise) of the Issuer since the date of theserg Particulars.

None of the Issuer, the Lead Manager, the Trustesng of its or their respective representatives or
affiliates makes any representation to any offergeurchaser of the Notes offered hereby regaritiag
legality of an investment by such offeree or pusenainder applicable legal, investment or simaavsl.
Each investor should consult with its own advisesso the legal, tax, business, financial and edlat
aspects of the purchase of the Notes.

Prospective purchasers must comply with all lavas &pply to them in any place in which they buyeof

or sell any Notes or possess these Listing PaatisuAny consents or approvals that are neededier o
to purchase any Notes must be obtained. The Ishedread Manager and the Trustee are not respensib
for compliance with these legal requirements. Tgapriate characterisation of the Notes undeiougri
legal investment restrictions, and thus the abditynvestors subject to these restrictions to pase the
Notes, is subject to significant interpretative entainties. No representation or warranty is maslea
whether, or the extent to which, the Notes constitulegal investment for investors whose investmen
authority is subject to legal restrictions, andesiors should consult their legal advisers reggrdirch
matters.

The contents of the Issuer's website do not forynpant of these Listing Particulars.

No representation or warranty, express or impliethade by the Lead Manager, the Trustee or any of
their or its affiliates or any person acting onitheehalf as to the accuracy or completeness of the
information set forth in these Listing Particulax¥®thing contained in these Listing Particular®isshall

be relied upon as, a promise or representationthghes to the past or the future.

Each person receiving these Listing Particularaaskedges that such person has not relied on thd Le
Manager, the Trustee or any of its or their atigor any person acting on their behalf in conaect

with its investigation of the accuracy or completesn of such information or its investment decision.
Each person contemplating making an investmenhénNotes from time to time must make its own



investigation and analysis of the creditworthingfighe Group and its own determination of the duility
of any such investment, with particular referencé@d own investment objectives and experience, and
any other factors which may be relevant to it inreection with such investment.



NOTICE TO INVESTORS IN GEORGIA

These Listing Particulars have not been approvethéyational Bank of Georgia (thBIBG").These
Listing Particulars and the information containeddmin are not a "public offer” or "advertisemergdc¢h

as defined in Georgian law) of the Notes in Geogyid are not an offer, or an invitation to makesf

to purchase, sell, exchange or transfer any sexuiit Georgia or to or for the benefit of any Ggan
person or entity, unless and to the extent otherpgsmitted under Georgian law, and must not beemad
publicly available in Georgia. The Notes have rerboand will not be registered in Georgia and ate n
intended for "placement”, "public circulation”, fefing" or "advertising" (each as defined in Geargi
law) in Georgia except to "sophisticated investgas'defined in the Law of Georgia on Securitieskda

(the 'Securities Market Law")), or as otherwise permitted by Georgian law.

NOTICE TO PROSPECTIVE U.S. INVESTORS

THE NOTES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE U.S. SECURITIES
AND EXCHANGE COMMISSION (THE "SEC"), ANY STATE SECU RITIES COMMISSION
IN THE UNITED STATES OR ANY OTHER U.S. REGULATORY A UTHORITY, NOR HAVE
ANY OF THE FOREGOING AUTHORITIES PASSED UPON OR END ORSED THE MERITS
OF THE OFFERING OF NOTES OR THE ACCURACY OR THE ADE QUACY OF THESE
LISTING PARTICULARS. ANY REPRESENTATION TO THE CONT RARY IS A CRIMINAL
OFFENCE IN THE UNITED STATES.

THIS OFFERING IS BEING MADE IN THE UNITED STATES INRELIANCE UPON AN
EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACFOR AN OFFER AND
SALE OF THE NOTES WHICH DOES NOT INVOLVE A PUBLICEFERING. IN MAKING YOUR
PURCHASE, YOU WILL BE DEEMED TO HAVE MADE CERTAIN AKNOWLEDGMENTS,
REPRESENTATIONS AND AGREEMENTS. SEE TRANSFER RESTRICTIONSAND
"SUBSCRIPTION AND SALE

THESE LISTING PARTICULARS ARE BEING PROVIDED (1) T@ LIMITED NUMBER OF

INVESTORS IN THE UNITED STATES THAT THE ISSUER REAWNABLY BELIEVES TO BE

"QIBS" FOR INFORMATIONAL USE SOLELY IN CONNECTION WH THEIR

CONSIDERATION OF THE PURCHASE OF THE NOTES AND [®p INVESTORS OUTSIDE THE
UNITED STATES IN CONNECTION WITH OFFSHORE TRANSACONS COMPLYING WITH

RULE 903 OR RULE 904 OF REGULATION S.

STABILISATION

In connection with the issue of the Not@s$?. Morgan Securities p(¢he 'Stabilisation Manager") (or

any person acting on behalf of the Stabilisatiom&tger) may over-allot Notes or effect transactiwitis

a view to supporting the market price of the Nates level higher than that which might otherwise
prevail. However, there is no assurance that thbil&tation Manager (or any person acting on betfalf
any Stabilisation Manager) will undertake stabilza action. Any stabilisation action may beginamn
after the date on which adequate public disclostitbe terms of the offer of the Notes is made &nd,
begun, may be ended at any time, but it must endteothan the earlier of 30 days after the istate

of the Notes and 60 days after the date of thalratlotment of the Notes. Any stabilisation actior
over-allotment must be conducted by the StabiisaiManager (or any person acting on behalf of the
Stabilising Manager) in accordance with all apglledaws and rules.

AVAILABLE INFORMATION

The Issuer has agreed that, for so long as anysNwe="restricted securities" within the meanin&afe
144(a)(3) under the Securities Act, it will, duriagy period in which it is neither subject to Saatl3

or 15(d) of the U.S. Securities Exchange Act of4,9%8s amended (th&Xchange Act) nor exempt
from reporting pursuant to Rule 12g3-2(b) thereupdevide to any holder or beneficial owner ofisuc
restricted securities or to any prospective purehatsuch restricted securities designated by kolder

or beneficial owner or to the Trustee for deliveéoysuch holder, beneficial owner or prospective
purchaser, in each case upon the request of sudarhbeneficial owner, prospective purchaser er th

iv



Trustee, the information required to be providedRoye 144A(d)(4) under the Securities Act.

The language of these Listing Particulars is EhgliSertain legislative references and technicahser
have been cited in their original language in ottlat the correct technical meaning may be asciibed
them under applicable law.
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OVERVIEW OF THE OFFERING

This overview describes the principal terms ofNlo¢es. This overview does not purport to be corag@ad is
qualified in its entirety by the remainder of thésgting Particulars. See "Terms and Conditionshaf Notes"
for a more detailed description of the Notes.

The Offering Offering of U.S.$65,000,000 6.125% &otdue 2024 t§ be
consolidated and form a single series with the $8&0,000,00i
6.125% Notes due 2024).

The NewNotes are being offered by the Issuer (i) in th&édhState:
to certain QIBs (as defined in Rule 144A under th8. Securitie:
Act) in reliance on Rule 144A under the U.S. Skms Act; anc
(i) outside the United States in offshore transaction®liance or
Regulation S under the U.S. Securities Act.

Issuer Joint Stock Company Georgia Capital.

Bookrunner J.P. Morgan Securities plc.

Lead Manager J.P. Morgan Securities plc.

Trustee Citibank, N.A. London Branch.

Principal Paying Agentand TransfeCitibank, N.A. London Branch.

Agent

Registrar Citigroup Global Markets Europe AG.

Issue Price 100% of the principal amount of the NNaes plusaccrued interes
from (and including) 9 March 2021 to (but excludirtbe Closing
Date.

Interest The Notes will bear interest at the rate of 6.13&¥annum from an
including 9 March 2018 (in the case of the Origihiites) and 9
March 2021(in the case of the New Notes), in each case, t
excluding 9 March 2024. Interest on the Notes ballpayable semi-
annually in arrear on 9 March and 9 September ich egear
commencing on 9 September 2018 (in respect of tiggr@al Notes)
and 9 September 2021 (in respect of the New Notes).

Status and Ranking of the Notes The Notes constitute unsecured and unsubordinaieghtions of the
Issuer (subject as described in Condition 4&gative Pledg¢ and
shall at all times ranlpari passuand wthout preference among
themselves. The Notes shall, save for such exaept&s may b
provided by applicable legislation and subject tondition4
(Covenanty at all times rank at leaphri passun right of paymen
equally with all other unsubordinated creditorshaf Issuer.

Form of New Notes The New Notes will be issued in registered form, withoutigons

attached, in denominations of Us800,000 and integral multiples
U.S.$1,000 in excess thereof. The Nidates will be represented |
interests in a New Regulation S Global Certificatel a NewRule
144A Global Certificate, each in registered formhaut coupons
The NewRegulation S Global Certificate will be depositethwand
registered in the name of, a nominee for the comdepositay for
Euroclear and Clearstream, Luxembourg. The Relle 144A Globa
Certificate will be deposited with a custodian f@nd registered in tt
name of, Cede & Co., as nominee@drC. Ownership interests in tl
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Redemption

Tax Redemption

New Regulation S Global Certificate and the Neute 144A Globa
Certificate will be shown on, and transfer thengfbe effected only
through, records maintained by DTC, Euroclear amhehiStream
Luxembourg. The Neuwslobal Certificates will be exchangeable
Definitive Certificates only in the limited circumasices describe
under ‘Overview of Provisions Relating to the Notes intiald=ormn".

Subject to early redemption or acceleration, thdaeblowill be
redeemed on 9 March 2024.

Upon the occurrence of certain events relatingxation in Georgi
as a result of which the Issuer becomes obligaiguay additiona
amounts on the Notes, the Issuer may redeem tiséaoding Note
in whole (but not in part) at any time, at theirngipal amount plu
accrued interest thereon (if any) to, but excludhegredemption dat
See Terms and Conditions of the NoteSendition 6(b;
(Redemption for Taxation and Other Reagbans

Negative Pledge and Other Covenants  Conditio€dvénantys contains a negative pledge on the Iss

Events of Default

Credit Ratings

covenants limiting mergers by the Issuer and itselkia Subsidiarie
(as defined in the Conditions), disposals by tsads and its Materi
Subsidiaries and transactions between the Issugr,Miaterial
Subsidiares and its Affiliates (as defined in the Condig@inthe
payment of dividends and other distributions angngents by thi
Issuer, restrictions on the payment of dividends Muaterial
Subsidiaries and the incurrence of Indebtednessl€éined in the
Condtions) by the lIssuer; certain financial covenant®rtain
information furnishing requirements (including thpovision of
compliance certificates); and other covenants. SBerms an(
Conditions of the Notes—Conditior{@ovenanty'.

If an Event of Default (as defined in ConditionEvents of Defal))
has occurred, the Trustee may give notice thalNtites are, and tf
Notes shall immediately become, due and payabtE&% of the
principal amount together with (if applicable) aem interest. Se
"Terms and Conditions of the Notes—Condition(Events o
Defauli)".

The Notes are expected to be reB by S&P andB2 by Moody',
each with stable outlook.

S&P affirmed Georgia's lontgrm foreign and local currency a
short-term foreign and local currency sovereigrditreatings of BB
and B, respectivelyand changed the outlook from stable to nege
on 26 February 2021.

Moody's is registered under thEU CRA Regulation.S&P is not
established in the EU and has not applied for tedisn pursuant t
the EU CRA Regulation.

Credit ratings assigned to the Notes do not nedbssaean that the
are a suitable investment. A rating is not a recemfation to buy
sell or holdsecurities and may be subject to revision, susper®i
withdrawal at any time by the assigning rating aigation. Simila
ratings on different types of securities do notassarily mean tr
same thing. The ratings do not address the liketirtbat he principa
on the Notes will be prepaid, paid on an expedte payment dat
or paid on any particular date before the Matudgte The ratings
do not address the marketability of the Notes grmaarket price. An
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change in the credit ratings oetiNotes or the Issuer could advers
affect the price that a subsequent purchaser wilitling to pay fot
the Notes. The significance of each rating shoudd amalyse:
independently from any other rating.

Withholding Tax or Increased Cosid] payments of principal and interest by or on &kélof the Issuer il

Gross up

Use of Proceeds

Listing and Admission to Trading

Selling Restrictions

Governing Law

Arbitration and Jurisdiction

Risk Factors

respect of the Notes shall be made free and cligaaind without
withholding or deduction for, any taxes, dutiessessments (
governmental charges of whatever nature imposettdecollected
withheld or assessed by or within Georgia or arth@ity therein ol
thereof having power to tax, in accordance wifherins anc
Conditions of the Notes—Condition 8 (Taxatipniinless suc
withholding is required by law, in which event, tlssuer shall, sav
in certain circumstances provided ihetms and Conditions of tl
Notes—Condition 8 (Taxatidh)pay such additional amounts as \
result in receipt by the Noteholders of such am®wast would hav
been received by them had no suchhiutiding or deduction bes
required.

The Issuer intendside the net proceeds from the issuance @
New Notes(after the deduction of management, underwriting
selling fees, and commissions and listing fees, before the
deduction of other expenses) as follows: approxaiyat).S.$35.0
million will be used to fund capital allocationsttee Group's portfoli
companies and approximately U.S.$2@n8lion will be used fo
general corporate purposes, of which the Isso@nds to retai
U.S.$12.0million in cash, deposits, cash equivalents ander
temporary investments as a liquidity buffer such time as it deen
appropriate for prudential management purposes.

Application hasshemade to Euronext Dublin for the N&lotes tc
be admitted to the Official List and trading on @obal Exchang
Market.

The Notes have not been and will not be registerader the
U.S.Securities Act or with any securities regulatoryhawity of any
State or other jurisdiction of the United States] may not be offere
or sold within the United States except to QIBgetiance on th
exemption from the registration requirements of th8. Securitie
Act provided by Rule 144A or otherwise pursuanatoexemptiol
from, or in a transaction not subject to, the regt®n requirement
of the U.S. Securities Act.

Theoffer and sale of Notes is also subject to resbnstin Georgia
Russia, the EEA, th&nited Kingdom and other jurisdictions. £
"Subscription and Sdle

The Notes and the Trust Deed, andramcontractual obligation
arising out of or in connection therewith, will lgeverned by, an
shall be construed in accordance with, English law.

The Notes and the Tidsed provide tat disputes are to be resol\
by arbitration in the Londofourt of International Arbitration (th
"LCIA™").

Prospective purchasers of Notes should considefudbrall of the
information set forth in these Listing Particularsl, in particular, th



information set forth under Risk Factor$ before making a
investment in the Notes.

Security Codes in relation to the Notes  Regula8ddotes:

ISIN: XS1778929478

Common Code: 177892947

Rule 144A Notes:

ISIN: US373143AA49

Common Code: 178546554

CUSIP: 373143AA4

CFl: DBFNGR

FISN: JOINT STOCK COM/6.125EUR NT FM WC
Substitution of the Issuer

On 4 May 2018, Joint Stock Company Georgia Caitaup (the Substitute Issuel' as referred to in the
listing particulars dated 7 March 2018, publishedonnection with the Original Notes (th@riginal LPs"))
merged with Joint Stock Company Georgia Capita (tbsuer” as referred to in the Original LPs). Joint Stock
Company Georgia Capital Group assumed the rigldsohhgations of Joint Stock Company Georgia Capita
as part of such merger. On 4 May 2018, Joint SBmkpany Georgia Capital Group changed its nameiitd J
Stock Company Georgia Capital, and such entityaking this offering of New Notes as Issuer.

Overview of the Group

The Group is a platform for buying, building andvel®ping businesses in Georgia. The Group's primary
business is to develop or buy businesses, help ithsitutionalise their management and grow theim imature
businesses that can further develop largely om dven, either with continued oversight or indeparitie The
Group's focus is typically on larger-scale investh@portunities in Georgia, which have the potdrit reach

at least GEL 0.5 billion equity value over 3-5 ye&om the initial investment and to monetise thtenough
exits, as they mature. The Group manages its fiortfompanies individually and does not focus ohiewing
intra-Group synergies. The Group does not havaalagpmmitments or a primary mandate to deploy fuod
divest assets within a specific time frame. As sitdocuses on shareholder returns and on oppitigsvhich
meet its investment return and growth criteria.

The Group categorises its portfolio companies Bevis (with the percentages of the total portfaladue being
as reflected in the financial statements of thedssis equity investments at fair value as at 3ber 2020):

» Listed businesses (18% of total portfolio valuEje Group holds a 19.9% equity stake in Bank of
Georgia Group plc BoGG"), a holding company of a leading universal banlkseorgia, listed on the
premium segment of the London Stock Exchang8E");

* Private portfolio businesses (82% of total portiolialue) The Group's private portfolio businesses
comprise large portfolio companies, investment estaprifolio companies and other portfolio
companies:

o Large portfolio companies (64% of total portfolialue):

= Healthcare services (20% of total portfolio valu&he healthcare services business,
owned through Georgia Healthcare GroumHIG"), comprises three segments:
hospitals, clinics and diagnostics;



Retail pharmacy (19% of total portfolio valud)he retail pharmacy business, owned
through GHG, consists of a retail pharmacy chaith arwholesale business, selling
pharmaceuticals and medical supplies;

Water utility (16% of total portfolio valueY he water utility business is owned through
Georgia Global Utilities JSC GGU") and supplies potable water and provides
wastewater collection and processing servicesmosi 1.4 million people in Georgia;
and

Insurance (Property & Casualty and Medical) (9% tofal portfolio value) The
insurance business combines: a property and cgsumslirance business, owned
through Aldagi and a medical insurance businessgdvhrough GHG,;

o Investment stage portfolio companies (11% of tpeatfolio value)

Renewable energy (8% of total portfolio vatughe renewable energy business
consists of the Mestiachala Hydro Power PlankP@s"), Hydrolea HPPs and the
Qartli Wind Farm, which are owned through GGU, &dl\as a pipeline of up to 172
MW of renewable energy projects in the advancegesté development currently held
under the umbrella of Georgia Capital and intertddake transferred to GGU at a later
date (other than the Darchi project, which is heider GGU currently); and

Education (3% of total portfolio valueYhe education business combines three high
quality school partnerships across the premium-levdl and affordable education
segments; and

o Other portfolio companies (7% of total portfoliolva): Other portfolio companies include five
businesses: housing development; hospitality andnoercial real estate; beverages; auto
services; and digital services.



RISK FACTORS

An investment in the Notes involves certain rigksor to making an investment decision, prospective
purchasers of Notes should carefully read theseeehisting Particulars. In addition to the othanformation
in these Listing Particulars, prospective investstould carefully consider, in light of their owméncial
circumstances and investment objectives, the foilpwsks before making an investment in the Ndiey. of
the risks described below could have a materiakeasky effect on the Group's business, financial itimmdand
results of operations. If any of the following ssctually occurs, the market value of the Noteg Ioeeadversely
affected. In addition, factors that are material fbe purpose of assessing the market risks aswsatigith the
Notes are also described below. Although the Gioelgeves that the risk factors described below espnt
the principal risks inherent in investing in thethi®, there may be additional risks and uncertaitlet the
Group currently considers immaterial or of whiclet@roup is currently unaware, and any of thesesreid
uncertainties could have similar effects to thasdarth below. Accordingly, the Group does notesent that
the statements below regarding the risks of holdimg Notes are exhaustive.

Risks Relating to the Group

The Group's operations are located in, and its rauve is sourced from, Georgia, and any deterioration
macroeconomic conditions in Georgia will adverseffect its business.

Substantially all of the Group's revenue is derifredh Georgian businesses. Accordingly, the Grorgssilts

of operations are, and are expected to continbe,taffected by political, financial and economswelopments

in or affecting Georgia and, in particular, by teeel of economic activity in Georgia and the widegion. In
addition to gross domestic producGDP") growth, factors such as inflation, interest dackign currency
exchange rates, as well as unemployment, persaonamie, tourism levels and the financial conditidn o
Georgian companies, can have a material impactustomer demand for the Group's portfolio companies'
products and services. In particular, the ongomgehcoronavirus COVID-19") pandemic has had an adverse
effect on and remains a substantial hurdle foiGkergian economy, as is the case elsewhere indHd.\6ee
"—The Georgian economy, and hence the Group's &sssimmay be adversely affected by the ongoing COVID
19 pandemic”

Any deterioration or instability in the Georgianoeaomy will adversely affect the Group's businesse T
Georgian economy remains vulnerable to externatkshdue to a mix of its historically high curremcaunt
deficit, low domestic savings rate and high levietlollarisation. The external balance deteriordtaldwing
the onset of the COVID-19 pandemic, with the curgstount deficit amounting to 12% of GDP for theen
months ended 30 September 2020, as tourism revemuegor source of foreign currency inflows, evaped.
This was mitigated to a certain extent by the Gowent of Georgia (theGovernment') securing external
financing, record high remittance inflows (up 8.8%2020, including a 20.2% increase in the secaltidf
2020) and a significant cut in the merchandiseetideficit (a reduction of U.S.$1.05 billion compéte 2019),
together with a strong pre-crisis position, witke gurrent account deficit amounting to 5.4% of GBR019,
a record low, according to the National StatistidBice of Georgia (Geostat').

Starting in the second half of 2014, the Georgmonemy was affected by falling global commodityces and

the contagion effect of the recession in Russiavallsas by the depreciation of the currencies edb@ia's main
trading partners. Since the end of 2016, economoevily in Georgia had been accelerating due to more
favourable external conditions. Following one o€ tsirongest years with respect to all around ecanom
performance in 2019, with economic growth of 5%&2@@rought many challenges to the Georgian economy,
with external and internal demand shrinking duelésed borders and lockdown measures intendethtothe
acceleration of the COVID-19 pandemic. Accordingpteliminary Geostat estimates, Georgia's real GDP
contracted by 6.1% in 2020, due to the Governmesitictions and tourism revenue fell by 83%, whiglighed
heavily on economic performance. The recovery jeeted to begin in 2021, as and when the panddaris s

to be brought under control. There is significamicertainty, however, concerning widespread vaccine
availability, mutated variants of COVID-19 and themunisation timeline. Any adverse macroeconomic
developments in the Georgian or global economycthale a material direct or indirect adverse effecthe
Group's business, financial condition, resultsperations and prospects.



The Georgian economy, and hence the Group's busiesay be adversely affected by the ongoing COVID-
19 pandemic.

The Georgian economy has been affected by advensgdapments in the global economy arising from the
outbreak of COVID-19. The outbreak, which origirhia the city of Wuhan in Hubei province in Chima i
November 2019, has since spread to the rest afdinetry and globally. On 11 March 2020, the WorlebHih
Organisation declared the COVID-19 outbreak to pparademic. Based on reports by individual governsen
as of 4 March 2021, more than 115 million peopld heen infected globally and around 2.5 milliontdea
have resulted from COVID-19 infection. Most couesriacross the world have implemented travel résing
and/or advised against travel and imposed traves lmmn visitors travelling from certain countries hiWg
vaccines have been developed and are in the cotibsng rolled out globally, the infection has toned to
spread and new variants of the virus have develémedhich vaccines are not effective or are |déscave.
The COVID-19 outbreak and the measures taken bgpusgovernments have had a severe impact on global
macroeconomic conditions, with the Internationalndiary Fund (MF ") forecasting in January 2021 that the
global economy would swing from a 2.9% growth iat2019 to a contraction of 3.5% in 2020.

The spread of COVID-19 has adversely affected,maag continue to adversely affect, the Georgian eson
particularly in light of its significant reliancenadourism and remittances. According to prelimin@gostat
estimates, Georgia's real GDP contracted by 6.12020. As of 4 March 2021, Georgia had confirmed, 272
recorded cases of COVID-19 and 3,553 deaths.

In February and March of 2020, Georgia introducedimber of measures aimed at containing the COWD-1
pandemic, including suspensions of direct air icaffith a number of countries, bans of inbound iigmers
who had transited via these countries and medataésing for travellers who had been in certaiisgictions.
Tourism revenues fell by 83% in 2020, includingé&®fall in the period from April to December of ZDAs

a result of these measures, according to Geostat.

In March 2020, the President of Georgia declanegtmnwide state of emergency effective until 2xilA2020,
which was subsequently extended to 22 May 202@hAsesult of the state of emergency, most intenat
air, maritime and land travel was suspended, gadpeand manifestations were restricted, and thee@Gonent
was granted additional powers to intervene in th@agement of businesses and private companiesttire
or prohibit their activities or to instruct themdarry out specific tasks and additional powensegulate prices
for basic consumption products, drugs and medaaices essential for human life and health.

In March 2020, the Government closed two municigsliin one of the Georgian regions and declared bo
municipalities as quarantine zones due to the plesgiansmission of COVID-19. Among other restoaos,
exit from and entrance into the municipality tewiés (excluding the residents of these municigaljtwere
prohibited during the term of the state of emergenc

In March 2020, the Government announced certaintiaddl measures during the term of the state of
emergency comprising, among other things, theviellg measures:

* anationwide curfew in effect from 9 p.m. to 6 astarting from 31 March 2020;
* asuspension of all public transport, including itinetro;

» aprohibition of gatherings of more than three pedlater changed to ten people), excluding, iatigr,
pharmacies and food markets, where people must&eéegance from one another;

* asuspension of economic activities, except irtiogldo, inter alia, banking activities, financgdrvices,
medical services, food and essential industriesotimel principal industries in the country (the o$
permitted economic activities was amended by thee@Gonent on several occasions), such as major
infrastructure projects, oil, minerals, metals attier principal production materials; and

» screening via special checkpoints in Thilisi, Baiiuutaisi, Rustavi, Poti, Zugdidi, Akhaltsikhe, [aei
and Gori.

On 26 November 2020, the Government announcedi@nmatle multi-phased two-month restriction plan to
commence on 28 November 2020 in order to slowphessl of the COVID-19 outbreak. This included pigci
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the eight largest Georgian cities and ski resorgartial lockdown. Nationwide restrictions, efigetfrom 28
November 2020 through 31 January 2021, included:

* anation-wide curfew in effect from 9 p.m. to 5 g.mith two exceptions on New Year's and Orthodox
Christmas nights;

» the closure of restaurants and other food faalitexcept for takeaway, delivery and drive-in ssj

» the closure of gyms and swimming pools;

» conferences, training and cultural and entertainreeents being required to be conducted online; and
* a cessation of activities of sport, art and cultahabs.

The following additional restrictions, effectiveon 28 November through 24 December 2020 and agaim f
3 January td February 2021, applied to the eight largest cities in thertry (Tbilisi, Kutaisi, Batumi, Rustavi,
Zugdidi, Poti, Gori and Telavi), as well as the #gorts of Bakuriani, Gudauri, Mestia and Goderdzi

» all shops/ shopping malls were required to switchiedmote trade, except for grocery, chemist and
hygiene shops, newsstands, pharmacies, pet shops,pet pharmacies. Outdoor and indoor
marketplaces, except for agrarian markets, wenginedjto close;

* all municipal and inter-city transport was suspehde

» studies in secondary schools, vocational schoasuaiversities (other than medical universitiesjave
required to be conducted remotely. Private andipuloirsery schools were required to close; and

* hotels in winter resorts were only permitted toused for quarantine purposes, and ski lifts antstra
were required to shut down.

The Government announced the plan for the gradisahg of restrictions from 1 February 2021, inchgdi
* regqular flights resumed,;
* in Batumi, Zugdidi, Gori, Poti and Telavi, municigeansport resumed during weekdays;
» shops and malls reopened (except during weekendsl) @éight of the largest cities in the countrggda
* in-person studies resumed at schools throughoutahetry, except in Thilisi, Kutaisi, and Rustavi.
Nursery schools, along with in-person studies hosts of vocational and higher education, resumed

on 1 March 2021.

Due to favourable epidemiological developmentsrthér easing of restrictions was announced orbduagey
2021, including:

* municipal transport resumed in Thilisi, Kutaisi ddstavi from 8 February 2021 (with restriction$l st
applying on weekends);

» indoor and outdoor markets opened a week earber planned, from 8 February 2021 (with restrictions
still applying on weekends);

* in-person studies resumed at schools in Thilistai&i and Rustavi from 15 February 2021, instead of
1 March 2021 (with parents having the option t@stetlistance learning); and

» restaurants and food services resumed outdoor tapefeom 15 February 2021.
At the end of February, the Government announckedither gradual easing of remaining restrictiorearir25
February 2021 through 15 March 2021. Following 1aréh 2021, the only remaining material restricti®n
expected to be the nationwide curfew from 9 p.nd tom.
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Georgian authorities have mobilised U.S.$3.0 hillimancing from the IMF and other internationattpars
(the United States, the European Union, the WoddkB Kreditanstalt fur Wiederaufbau, L'Agence Fease
de Développement, the European Bank for Recongirueind Development (theEBRD"), the European
Investment Bank and Asian Development Bank, amdhgrs) to respond effectively to the economic srisi
stemming from the COVID-19 pandemic. Of this furgit.S.$1.5 billion is earmarked for the publictsec
and U.S.$1.5 billion is earmarked for the privageter. The IMF financing accounts for approximately
U.S.$400 million of the total, of which U.S.$334llion has already been disbursed, following th¢8.S.$200
million, 1 May 2020) and"7(U.S.$114 million, 16 December 2020) reviews uritlerExtended Fund Facility.

In April 2020, the Government announced a GEL dlioih package to address the crisis, which inctlidecial
aid (GEL 1.03 billion), economic support and bussaid (GEL 2.1 billion) and anti-pandemic meas(@GisL
0.35 billion). The package included the suspensigroperty and income taxes for companies opeyatitthe
tourism industry, an interest subsidy for smalld aredium-sized hotels, acceleration of VAT refumas,eased
capital expenditure, payment for utility services lbw-income households, unemployment benefitssislies
for nine products, including sugar, wheat, buckvwheaans, rice, pasta, sunflower oil and milk paytHedging
against increases in costs of construction masefimome tax exemptions for hired employees wihlary of
up to GEL 750, one-off transfers to the self-empthyadditional aid for families that fall below pesified
social score threshold or with three or more chifgras well as disabled people, pension indexdtmm
January 2021, credit guarantee schemes, agricgjtants and a relaxation of upper limits on finagdhrough
the programme "Produce in Georgia". Moreover, spatipport packages have been unveiled in supptreo
agriculture and real estate sectors comprisingr@nting for the agriculture sector, direct sulesdand grants
for farmers, mortgage interest rate subsidies,ajuaes and insurance for the real estate sectra aharp
acceleration of government demand for housing aedrfor refugees. The Government also announced pla
to direct additional funds to address increasedtineze expenditure. Commercial banks also suspkioda
payments for retail loans. In November 2020, innemion with the announcement of a second lockdoen,
Government announced the extension of certaineoétonomic support and business aid measures Wwadh
expired on 1 November 2020 as well as certain atreasures, including measures to support the towarsd
restaurant industries. These measures will cosstheernment a further GEL 1.10 billion.

The Group's portfolio companies have experienceaaiceadverse impacts on their businesses arisamg the
COVID-19 pandemic. In particular:

« Restrictions imposed in relation to the outbreaktehbad a significant impact on GHG's healthcare
services business, particularly during the firsklown from March to May of 2020. See alse-Risks
Relating to Georgia Healthcare Group—The ongoingMI®19 pandemic has led to significant
disruption in the healthcare industry and has steal the resources of the Georgian healthcare system

+ BoGG has recorded a higher cost of risk drivenxpeeted credit loss ECL") provisions due to the
impact of COVID-19. In the first quarter of 2020aiso recorded a GEL 38.7 million one-off net loss
on modification of financial assets in relationtbe three-month payment holidays on principal and
interest offered to retail customers, in orderdduce the requirement for customers to physicadly v
bank branches and reduce the risk of the COVIDi8\spreading;

* At GGU, in relation to the water utility businesbe COVID-19 outbreak resulted in lower demand
from business customers, which in turn resultedieicreased revenue. However, according to the tariff
setting methodology, volume risk does not stay WitBU and unearned revenues due to COVID-19 in
the past regulatory period (2018-2020) will be tmimsed, applying the time value of money, through
new tariffs set for the next regulatory period (222023), as approved by the Georgian National Bnerg
and Water Supply Regulatory CommissioBERC") in December 2020;

* At the Group's education business, schools wereigng distance learning from 1 March 2020 for
most of the remainder of the year. During the dis¢édearning period, schools offered discountsirang
between 15% and 25% for tuition fees and a rolk@fdees for transportation/catering services. Due
to the pandemic, summer schools were almost fudiycelled and 2020 revenues from additional
services (such as catering and transportationedsed by 24.8% year-on-year to GEL 0.8 million. In
light of epidemiological developments in Georgieh@ols in Thilisi were reopened from 15 February
2021,



e A downturn in tourism had a material adverse eftecthe Group's hospitality and commercial real
estate business, which is dependent on the flotewists visiting Georgia. Additionally, a negative
impact on the Georgian economy could depress Gesngioperty market, which could have a material
adverse effect on the Group's housing developmgsihéss; and

* The Group's auto services business was negativiggted by the lockdown, including due to the
temporary suspension of mandatory car inspections.

Furthermore, there can be no assurance, that thsures introduced by the Government will be eféecin
preventing the further spread of COVID-19 or redgdihe negative economic effects caused by thegraied
in Georgia or that more restrictive measures vailbbe implemented, any of which could have a maltadverse
effect on macroeconomic conditions and in turn,Gneup's business.

There is a risk that liabilities cannot be met, aew investments made, due to a lack of liquiditucB risk
can arise from not being able to sell an investmeiute to lack of demand from the market, from suspem
of dividends from portfolio companies, from not hihg sufficient cash or being able to raise suffesit debt
financing.

The Group predominantly invests in private porddiusinesses, potentially making the investmeritewli
to monetise at any given point in time. There i8s& that the Group will not be able to meet itsafcial
obligations and liabilities on time due to lackaafsh or liquid assets or the inability to genematHicient
liquidity to meet payment obligations. This may ¢eused by numerous factors, such as: the inalddity
refinance long-term liabilities; suspended divideniiows from the Group's portfolio companies; essige
investments in long-term assets and a resultingnatish in the availability of funding to meet liabés; or
failure to comply with creditor covenants causindedault. For instance, Condition @gvenantyscontains a
negative pledge on the Issuer; covenants limitiegg@rs by the Issuer and its Material Subsidigeesiefined
in the Conditions), disposals by the Issuer anWaserial Subsidiaries and transactions betweersseer, its
Material Subsidiaries and its Affiliates (as defin@ the Conditions); the payment of dividends atider
distributions and payments by the Issuer, restnstion the payment of dividends by Material Subsies and
the incurrence of Indebtedness (as defined in tre@ions) by the Issuer; certain financial covesaoertain
information furnishing requirements (including fm@vision of compliance certificates); and othevermants.
See Terms and Conditions of the Notes—Conditid@dvenanty'.

The liquidity management process is a regular psiceshere the framework is approved by the Board of
Directors of Georgia Capital PLC and is monitorgdsknior management and the Chief Financial Offader
the Group. The framework models the ability of @mup to fund under both normal conditions (basekra
and during stressed situations. This approachsgyded to ensure that the funding framework isicefitly
flexible to ensure liquidity under a wide rangewdrket conditions. The Group's finance departmentitors
certain liquidity measures on a daily basis andvelst analyses and manages liquidity weekly. Senior
management of the Group is involved at least onoerth and the Board of Directors of Georgia CapitaC

on a quarterly basis. Such monitoring involves eevof the composition of the cash buffer, potent&sh
outflows and management's readiness to meet sumemitments. It also serves as a tool to revisitpiefolio
composition and take necessary measures, if rejuitee Group's debt is actively managed so tha&intains

a maximum market value leverage TV ") ratio of 30%. The Group has adopted the follgyvmeasures to
manage its standalone credit profile:

» the Group depends on dividend inflows from its fmdid companies, on its ability to sell its listed
securities on the public markets at favourablegsti@and on its ability over the longer term to ntizee
its private portfolio investments. To limit thisgendency, the Group has adopted a policy to maintai
a cash buffer of at least U.S.$50 million in hightuid assets in order to maintain sufficient czipa
for potential downside scenarios as well as foepidl acquisition opportunities. Additionally, the
Group currently maintains at least U.S.$50 millimmarketable securities which can be converteul int
cash within three to four weeks (this includes Bo§ifares); and

* market value leverage (net debt divided by assefqgtio) should be no more than 30% at all times,

where "net debt" is defined as the sum of borrowjirdebt securities issued, guarantees issued and
commitments from financial institutions minus liquassets and third party loans issued, and "asset
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portfolio” is defined as equity investments atféievalue and loans issued to portfolio companidse
ratio was 29% as at 31 December 2020; and

* recourse debt and guarantees are limited at therlssxd at each portfolio company level, except for
the existing guarantee issued to the beer business.

Despite these measures, however, there can besncaase that the Group will not experience a stkss
liquidity situation, particularly in light of themmoing COVID-19 pandemic. This could in turn havaaterial
adverse effect on macroeconomic conditions andrim the Group's business.

Market conditions may adversely impact the Groupfserating results and its ability to execute itsgstment
strategy.

The Group invests capital in businesses thatikbet have the potential to reach at least GEIbillién equity
value over the next 3-5 years and is targetingdaoetise such investments through a partial orefill within
five to ten years. The Group may not be able tatiyesuitable acquisition opportunities, competesessfully,
particularly if the Georgian economy deterioratestalid in 2020 due to the COVID-19 pandemic, vather
potential acquirers of these businesses or negetitrtactive terms for such acquisitions. There b@g limited
number of attractive acquisition opportunities iadggia and certain acquisition opportunities mayeand
high valuations. The Group may become more depéndeer the longer term, on external sources ohfiea
to fund future acquisitions and development prgjeand funding might not be available on commecial
acceptable terms. In addition, the Group may natlide to realise the anticipated cost savings,rgyeeand
revenue enhancements from any acquisitions thdbaes make. Additionally, an inappropriate investmen
decision might lead to poor performance, which ddad caused by inadequate research or due diligemessv
acquisition targets and poor execution timing. Vakeation of investments can be volatile in linehamarket
developments.

Macroeconomic conditions, the financial and economivironment and other market conditions in
international capital markets may limit the Grougslity to achieve a partial or full exit from iexisting or
future businesses at reasonable prices. It mapenpossible or desirable to divest, including beeauitable
buyers cannot be found at the appropriate timasecause of difficulties in obtaining favourablersror prices,
or because the Group has failed to act at the pppte time. Similarly, potential buyers of the Gpts
investments may also face reduced access to capdad result, such buyers could experience ditfjcin
raising the necessary finance to purchase any o6theap's existing or future businesses on exit. Ketar
conditions may also prevent the Group from beinig &b monetise its investments via sales of itstexg
stakes in listed entities or initial public offegmof its key businesses, which could adverselcathe Group's
business, financial condition, results of operatimd prospects.

Conversely, any divestments made by the Group redyce the cash flows available to service intexast
principal payments on the Notes. Realising the evadtione of the Group's large investments is aegjia
priority in order to complete the full cycle of tk&roup's strategy (invest, grow, monetise) andal@ate the
Group's portfolio value. Therefore, on 12 Noven2@20 the Group announced that the Group will bgetang
the completion of a trade sale of one of its largeinesses over the next 18 to 24 months. Anothetegic
priority is the divestment of the businesses inetigh the other portfolio companies, which haveitkch
potential to reach GEL 0.5 billion in value. Thisexpected to occur over the next two to threesyéew the
extent the Group is successful in exiting any ®pibrtfolio companies, this would likely reduceatssh flows.

The Group and its portfolio companies depend onithability to hire and retain key management and
gualified personnel.

The current senior management team includes a nuoibeadividuals that the Group believes contribute
significant experience and expertise. The Grouplgyaand the ability of its portfolio companies tontinue

to retain, motivate and attract qualified and edgrered management personnel is vital to their lessinThere
can be no assurance that the Group or its porttolinpanies will be able to successfully recruit eetdin the
necessary qualified personnel. The loss or dinomt the services of members of its senior managéeam

or an inability to recruit, train or retain necassaersonal, could adversely affect the Group'snass, financial
condition, results of operations and prospectsisirtess, financial condition, results of operatiand prospects
of the Group's portfolio companies, which in turoulel adversely affect the Group's business, fir@nci
condition, results of operations and prospects.
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Risks Relating to Georgia Healthcare Group

GHG operates across the Georgian healthcare ec@sygsthrough its healthcare services and retail phaaay
businesses and is subject to a complex spectrulawe$, regulations and codes, and cannot accuraiaigdict
future regulatory changes or their effect.

GHG, which is the holding company of the Groupaltieare services, retail pharmacy and medicararse
businesses, operates in an evolving regulatoryr@mvient and cannot accurately predict what regufato
changes will be introduced in the future or théiee. GHG's healthcare services business incladestwork

of hospitals, clinics (including community cliniasd polyclinics) and its Mega Laborator{¢galab"), each

of which must comply with extensive requirementsoas a spectrum of laws, regulations and codes. '&HG
retail pharmacy and medical insurance businesses ago comply with a broad range of requirements.

Since 2007, there has been a significant transftiwmaf the Georgian healthcare system aimed aewiciy
higher standards of care, modernisation of equipraed facilities, wider access to healthcare amdefo
healthcare costs. From 2007 to 2013, significaepsstwere taken to privatise the healthcare sysidma.
Government essentially delegated responsibilityrfsurance of certain segments of the populatieciyding
teachers, military personnel and other public seetoployees) to private insurance companies. Inmleei
2013, however, the Government launched the Uniléisalthcare ProgrammeHC"), which extended
public healthcare coverage to the entire Georgapulation and transferred responsibility for pusihg
healthcare services from private insurance compéniéhe Ministry of Internally Displaced Personsnf the
Occupied Territories, Labour, Health and SocialakB of Georgia (MOH "). Despite these reforms, out-of-
pocket payments remain the dominant source of €imgnfor healthcare services in Georgia, comprising
payments of services not covered by the UHC.

The Government may in the future expand the coweitagurrently provides though the UHC. There dse a
periodic changes to applicable regulations, ineclgdhe UHC, and UHC tariffs may change from timéiree.

For example, on 5 November 2019, the Governmertdaoted changes to the UHC reimbursement mechanism,
effective from 21 November 2019. The changes maapply to the Thbilisi and Kutaisi regions, which
developed an oversupply of beds as a result ai@ease in the number of small hospitals in regeats. This
change reduced certain tariffs on intensive cam @ardiac services to bring them into line withiftar
applicable in Georgia's other regions. These clahgd an adverse effect on GHG's revenues leadiag t
reduction in the hospital business's revenues pyoapnately GEL 12 million and EBITDA by GEL 7 nidin

on a normalised basis.

Regulatory authorities (such as the Social Servidgency, the Regulation Agency for Medical and
Pharmaceutical Activities (théviedical Regulation Agency) and the Drug Agency and the Insurance State
Supervision Service of Georgia (thiSSSG')) conduct periodic inspections of GHG in orderdetermine
compliance with relevant regulatory requirementd have in the past imposed penalties for minorrerand
non-compliance totalling approximately GEL 2 mitlia year. The Government may introduce new licensin
or accreditation requirements or quality standémd$ealthcare providers which could result in merease in
GHG's costs.

Non-compliance with applicable laws, regulatiorsjes or regulatory requirements, including in treaa of
tax, insurance, pharmaceuticals, diagnostics, ek and the UHC, or the settling of disputesawrslits,
could lead to penalties, increased costs of omersticensure, regulatory investigations and/or tegjounal
damage, any of which could have a material adveifeet on GHG's business, financial condition, rtesol
operations and prospects.

GHG depends on revenue from the Georgian governmamd a small number of insurance providers.

GHG's healthcare services business depends onuefremm the Government and a relatively limited bem

of private insurance providers. As a result, itditglto obtain favourable pricing depends on itsligy to
maintain good working relationships with the Goveamt and private insurance providers and may badtepl

by a change in the process by which the Governmegmburses healthcare providers, including GHG cWwhi
could increase GHG's administrative costs or rasulielays in obtaining payment for its servicesyrments

by the Government under the UHC may be delayedfangdrivate insurance companies GHG works with may
experience financial difficulties which cause therfaibor may otherwise fail to pay the claims GH@Gmits

to them for reimbursement. Any reduction in prioesncrease in the time for making payment, inahgdany
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delayed payments under the UHC, would adversegcabHG's revenues, profitability and working cdplta
addition, GHG might not be able to predict the atioh of the Government's policy in relation to ttate
funding of healthcare and, in particular, changethé UHC and any consequent effect on its busidess of
the foregoing could have a material adverse etir€d6HG's business, financial condition, resultserations
and prospects.

GHG operates in a competitive industry.

GHG competes with other private and state providelealthcare services across Georgia. A largenadly
fragmented group of competing healthcare providersertain regions are more established than GH@, a
may have greater experience, infrastructure anabldiyalty in such regions. For example, the masketre of
GHG's 17 hospitals and 19 community clinics was H%t 31 December 2020, based on the number sf bed
Its next largest competitors, Aversi, Vienna Inswe Group, Ghudushauri-Chachava, Inova and PSP, had
market shares of 5%, 4%, 3%, 2% and 1%, with smedimpetitors accounting for 65% of the market,goas
on publicly available data for each competitGHG's retail pharmacy business is less fragmeritdthd a
market share based on revenue of approximately &%t 31 December 2020, with PSP and Aversi having
market shares of 28% and 19% and remaining plaa@sunting for 21% of the market, based on publicly
available data from each competitor. Competitiobased on factors such as reputation, clinical lkoee,
patient satisfaction and price. Competition issgest in Thilisi, although GHG faces competitioralhof the
regions of Georgia in which it operates.

GHG may also face competition from other healthsargice providers, such as stand-alone specaityres
and laboratories, for areas such as cardiologyplogg, urology and diagnostics. Although fewer umber
and more limited in reach, GHG also competes wisesowned hospitals and polyclinics. Over time,&H
may also face competition from international hezdtie companies with substantially greater resourziesh
may begin providing services in Georgia or attragpatients from Georgia as part of medical touriGG's
competitors may consolidate, develop alliancesdmpt predatory pricing policies to capture markers,
which could adversely affect GHG's business, fir@rmondition, results of operations and prospects.

The ongoing COVID-19 pandemic has led to significadisruption in the healthcare industry and has
strained the resources of the Georgian healthcaystem.

Restrictions imposed in relation to the outbreakC@VID-19 have had a significant impact on GHG's
healthcare services business, particularly durhmey first lockdown from March to May of 2020. Lower
emergency treatment requirements as well as postpents and cancellations of elective procedurestaue
fear of contracting COVID-19 have had a negativedot on the business. Revenue and earnings beterest,
taxes, depreciation and amortisatioBBITDA ") (excluding the impact of International Finandrd:porting
Statements (FRS") 16) for the healthcare services business deeddas2.5% and 17.2% in 2020, respectively,
largely due to the impact of COVID-19, althoughsthvas offset by revenue growth in the retail phayma
business and COVID-19 related revenues. Medicaligouand clinical trials, which are two growth asea
targeted by GHG, have also been adversely affdoyethe spread of COVID-19 and the resulting travel
restrictions imposed by the Government.

Following the lifting of COVID-19 related lockdowrestrictions in June 2020, which affected hospitald
clinics segments, the healthcare business's rewa&aued to rebound and the trend continued throwtgtine
second half of the year. Since September 2020tadiiee increased spread of the COVID-19 viruspilness
has mobilised ten healthcare facilities, four dénand six hospitals only receiving COVID-19 paiseand ten
healthcare facilities as hybrid facilities, recatyiboth COVID-19 and non-COVID-19 patients, withalo
approximately 1,300 beds across the country. Theetdoent fully reimburses costs associated with @BV
19 treatments, and also pays a fixed fee amourgaet occupied bed for COVID-19 patients. In ARARO,
GHG also started to engage in testing patientsClIoMID-19 and as of 26 February 2021, approximately
125,600 COVID-19 tests have been performed.

As COVID-19 continues to spread, doctors and nureatd be on the front line of treatment and tlusld be
a risk to their health and could create labourtsiges. Should COVID-19 overwhelm GHG's hospitaldiaics
or the healthcare system in Georgia generally eaterlabour shortages in the healthcare systemcahild
have a material adverse effect on GHG's business)dial condition, results of operations and protpe
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GHG is involved in contractual and other disputeadlitigation.

Healthcare providers such as GHG are subject tdgkef litigation by patients and it is possilthat some of
these cases will be decided against GHG, whichdcreduire GHG to pay increased premiums for medical
malpractice insurance or substantial damages er atimounts in judgements or settlements. Any satbre
could also harm GHG's reputation and the goodveidlogiated with its brand, require significant tinmel a
attention from management and require GHG to idelnt to finance amounts owing under any judgement or
settlement. GHG's patients may contract seriowiins or communicable diseases at its faciligsause of
the risks associated with the operation of medieaé facilities. GHG's operations involve the tneant of
patients with a variety of infectious diseases pirliously healthy or uninfected people may cortragring
their stay at or visits to GHG's facilities, sesooommunicable diseases, which could also infecGGH
employees and reduce the treatment and care caphcBHG's medical facilities. In addition to clasnfior
damages, any of these events may lead to limigtonthe activities of GHG's healthcare faciligesa result

of regulatory restrictions, loss of reputation aeduced utilisation of GHG's hospital beds. Anyhef foregoing
could have a material adverse effect on GHG's lessirfinancial condition, results of operationsnodpects.

Inadequate record-keeping or documentation of medimatters and patient data could lead to medical o
administrative errors and regulatory breaches, whicould give rise to fines, penalties and/or reptitaal
damage.

GHG receives, generates and stores significant \@dush personal and sensitive information, suchagiemnt
medical information, and is therefore subject tovgmy and security regulations with respect toukes and
disclosures of protected health information, whéak intended to protect the confidentiality, intggand
availability of such information. Georgian privacggulations and the Georgian criminal code estaldis
regulatory framework on a variety of subjects, tlihg:

» the prohibition of disclosing health informatiomiaed during the course of diagnosis and treatment;

» the circumstances under which use or disclosupeatécted health information is permitted or regdir
without a specific authorisation by the patient;

» the requirements to notify patients of privacy picass for protected health information; and
» safeguards required of entities that use or requiweected health information.

In addition, although GHG has implemented netwausity measures, its servers are potentially valole
to computer viruses, break-ins and similar disargifrom unauthorised tampering. GHG holds confident
data regarding its patients and customers, anéngdive nature of healthcare services, it must bicpkarly
vigilant in guarding data privacy. A cyber-attaslecurity breach or unauthorised access to GHGtemmgs
could cause important or confidential data to beappsopriated, misused, disseminated or lost. If Gld&s
not adequately safeguard confidential patient datdaher protected health information, or if sucfoimation
or data are wrongfully used by GHG or disclosedriaunauthorised person or entity, GHG's reputataurid
suffer, resulting in a loss of customers, and ildde subject to fines, penalties and litigatiary af which
could have a material adverse effect on GHG's lessirfinancial condition, results of operationsnogpects.

Because of the risks typically associated with thygeration of medical care facilities, patients magntract
serious communicable infections or diseases at litadp, some of which may not be capable of treatinen
with antibiotics due to antimicrobial resistance.

The operation of a hospital involves the treatnwdrgatients with a variety of infectious diseadeseviously
healthy or uninfected people may contract seriammunicable diseases in connection with their etaysit

at hospitals. This could result in significant claifar damages and, as a result of reports and pogesage, to
loss of reputation. Furthermore, these germs actidgns could also infect employees and thus sagmifly

reduce the treatment and care capacity at the aleféicilities involved, as well as lead to legadinis for

damages. In addition, any of these events may deadtly to limitations on the activities of the dymotal

involved as a result of quarantines, closing oftpaf the hospitals at times for sterilisation, ulegory

restrictions on, or the withdrawal of, permits aathorisations, and any such events may indireeylt,

through a loss of reputation, in reduced utilisab the affected hospitals.
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Should one of GHG's hospitals be the site of catia of serious communicable infections or disease
including COVID-19, GHG's business, financial coiudii results of operations and prospects could be
materially adversely affected. See alseThe ongoing COVID-19 pandemic has led to sigaifiaisruption

in the healthcare industry and has strained the@uveses of the Georgian healthcare system”

In addition, antibiotics are one of the most fragilieused drugs in the Georgian healthcare secitiage often
seen as the solution by clinicians and patients wijard to existing and potential infections. Heere certain
infections have become resistant to antibioticsthrtefore it is not always an effective treatméhteruse of
antibiotics can lead to an increase in antimicriot@sistance, especially among hospital associafedtions.
Failure to successfully train staff on the use miftaotics, and potential misuse and/or overusardibiotics

can lead to the creation of bacteria with resistda@ntibiotics, decreased quality of patienttyadad increased
consumption of hospital resources, as well as afjomal damage should any such misuse or overuse be
publicly disclosed, which could, in each case askfgraffect GHG's business, financial conditionuitesof
operations and prospects.

GHG's performance depends on its ability to recrahd retain high quality doctors, nurses and other
healthcare professionals.

GHG's operations depend on its ability to recrail aetain high quality doctors, nurses and othedtheare
professionals at its hospitals and clinics. GHG pet@s with other healthcare providers to recruit \atain
qualified doctors and other healthcare professioffdie reputation, expertise and demeanour of tleeoos
nurses and other medical professionals who pravieeical services at GHG's hospitals are instrurhémits
ability to maintain high safety and quality stardtaand attract patients. GHG's hospital and owpatietwork
has grown rapidly during the last several yearsragdires personnel with the appropriate skills exgkrience
to serve patients across a range of specialitiesieer, there is a shortage of suitably skilledtois; nurses
and other healthcare professionals in Georgia. b, the success of GHG's healthcare servicaadsss
depends, in part, on GHG's ability to recruit,rirand retain an appropriate number of highly skitlectors,
nurses and other healthcare professionals in daleleliver international standards of care, offesager
diversity of services to better satisfy Georgisggeds and provide the latest treatments using témiinally
advanced equipment. If GHG is unable to effectiwadiyact, recruit and retain qualified doctors, earand
other healthcare professionals, its ability to pfe\nigh quality healthcare services and sophistcaeatments
and to retain and attract new patients may be adisenffected, which could in turn have a matesderse
effect on its business, financial condition, resolt operations and prospects.

GHG's operations could be impaired by a failure @ information systems or any failure to update or
upgrade these systems in a timely manner.

GHG has expanded and has increasingly complex opesdo manage, including its retail pharmacy bess,
including through its acquisition of JSC ABC Phacmain 2017 and JSC GPC in 2016. GHG's information
systems are essential to a number of critical ase&HG's business, including patient and insurdnlitieg,
electronic document management systems, medicalnandmedical materials management and patient
information management. Any system failure thatseguan interruption in service or availability dHG's
systems could materially adversely affect GHG'srmss and/or delay the collection of revenue.

Improper access or information misappropriation ratsp lead to insider trading or other illegal aes by
employees or others. Software or network disrugtimay also cause GHG to lose revenue or otheressstr

in failed customer transactions and/or delayed ssfioms of mandatory or other reports. Non-recgrrin
operational risks include incurring losses or ureetpd expenses from system failures, human ersard for
other unexpected events. Any of the above couldltieaisruptions to GHG's business, adversely affatent
and customer loyalty, subject GHG to government&kstigations, litigation, damages, penalties and/o
reputational damage, any of which could have a mahtadverse effect on its business, financial diooli
results of operations and prospects.

GHG may not be able to accurately forecast healttecaosts in relation to its medical insurance procis.

Premiums for GHG's medical insurance businessraredoin advance based on GHG's forecasts of loaaith
costs during a fixed premium period. These forecast typically developed several months befordixeel
premium period begins, are influenced by historétzih (and recent historical data in particulang,dependent
on GHG's ability to anticipate and detect medicsitd¢rends and changes in customer behaviour aithbare
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utilisation patterns and require a significant éegof judgement. Cost increases in excess of GptGjections
cannot be recovered in the fixed premium periodubh higher premiums. As a result, GHG's profits ar
particularly sensitive to the accuracy of GHG's@@sts and ability to anticipate and detect medwst trends.
Even relatively small differences between predic@ed actual healthcare costs as a percentage miyme
revenues can result in significant adverse chamg@1G's results of operations.

Healthcare costs can be affected by external etkatsGHG cannot forecast or anticipate and ovechvh

has little or no control, such as emerging chamgebe Georgian economy and/or public policy, addil
government mandated benefits or other regulatogngés, changes in customer behaviour and healthcare
utilisation patterns, changes in health care prastinew technologies, increases in the cost s€gption drugs,
influenza and COVID-19 related healthcare costegctlito-consumer marketing by pharmaceuticals comsa
clusters of high cost cases, epidemics, pandeisitsyist attacks or other man-made disastersyalatisasters

or other events that materially increase utilisatidd medical services, as well as changes in peovidling
practices. GHG's health care and other benefisasb can be affected by changes in GHG's busmbss
product designs, contracts with providers, medicahagement, underwriting, rating and/or claims gsemg
methods and processes.

It is particularly difficult to accurately anticips detect, forecast, manage and reserve for mexbsatrends
and utilisation of medical services during anddwling periods when such utilisation and/or trendslzelow
recent historical levels, during periods of chaggionomic conditions and employment levels angrfoducts
with substantial customer turnover.

If healthcare costs are higher than the levelgectftd in GHG's pricing or if it is not able to adbtappropriate
pricing on new or renewal business, its prices moll reflect the risks it assumes, and its resiltperations
will be adversely affected. If healthcare costslaneer than GHG predicts, its prices may be highan those
of its competitors, which may cause it to lose cosrs. Any of the foregoing could have a materibdease
effect on GHG's business, financial condition, Itesof operations and prospects.

Any failure to maintain the quality of service praled at GHG's facilities may negatively impact GHG'
brand or reputation and could lead to a decreasdhe number of patients.

Some of GHG's patients are referred to its hosplitplmedical professionals while others select thealthcare
providers themselves based upon brand recognmidmeputation. GHG's business is dependent upading
high quality healthcare (e.g., medical care, faediand related services), measured by refererfeetors such
as quality of medical care, doctor expertise, fileress of staff, waiting times and ease of actes®ctors. If
GHG is unable to provide high quality servicegsgiatients, fails to maintain a high level of patisatisfaction
or experiences a high rate of mortality or medialpractice suits, its brand and/or reputation@dte damaged.
This damage could cause patients to select alteertagalthcare providers or could cause medicdepsionals
to refer patients to GHG's competitors.

If GHG does not continuously enhance its facilitigth the most recent technological advances igribatic
and surgical equipment, its prospects for grovighreputation and its ability to recruit and retaiadical staff
could be materially adversely affected.

Technology in the medical field continues to evaobygidly. In order to compete with other healthgar@viders
for patients, as well as attract doctors and reemid retain medical staff, GHG must continuouslgess its
equipment needs at its facilities and upgrade eneih as a result of technological developments r&iog
room equipment, as well as radiology, intensivescart and laboratory equipment, tends to havdadively
short lifespan and must be replaced often with naeheanced equipment. Such equipment costs mayl entai
significant capital expenditure. If GHG is unableptarchase new technology, medical practitioners bay
unable to provide the required services. This cdeddl to a decline in revenue, as patients seelotier
healthcare providers that offer such services, msa of medical staff, as GHG considers its faedi and
equipment to be a key recruitment tool. Rapid tetdgical advances could also, at times, lead topagent
becoming obsolete earlier than planned and raesithpairment charges. Any of these outcomes coale fa
material adverse effect on GHG's business, finanoadlition, results of operations and prospects.
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GHG is subject to antitrust regulations, the violah of which could materially and adversely affeids
business.

GHG is the largest healthcare services provid€&eorgia and offers a comprehensive range of inpadied
outpatient services through its vertically integrhhetwork of hospitals and clinics. GHG is alsthlibe largest
pharmaceuticals retailer and wholesaler in Geoayid, the largest provider of medical insurance eoiGia.
As a company operating in Georgia, GHG is subjeetrtitrust and competition related restrictiorsyell as
the possibility of investigations by the Georgiaatidnal Competition Agency. GHG could face penalifat

is found to have abused its dominant position & @&eorgian market and/or to have engaged in ptehibi
practices (for example, preventing competitors fpametrating the market or restricting suppliecsfidealing
with other competitors). Additionally, GHG will beequired to seek approval from the Georgian Nationa
Competition Agency prior to proceeding with anyulie acquisitions meeting thresholds defined byiegpbple
competition law regulations. Any penalties imposgdhe Georgian National Competition Agency or gela
in acquisitions could have a material adverse efflecGHG's business, financial condition, resufitsperations
and prospects.

Risks Relating to GGU

Changes in regulated tariffs could have an adversiéect on GGU's results of operations and financial
condition.

GGU, which is the holding company of the Group'sewaitility and operational renewable assets, Igest to
a substantial degree of regulation, particularifhwespect to the tariffs it may charge for itsulaged activities,
which include its water supply and sanitation basgas well as the Zhinvali HPP, being the onlygrgviant
owned by GGU with an installed capacity above 40 KinJune 2017, the Law of Georgia on Electricityla
Natural Gas was amended to deregulate all HPPdrootexd prior to August 2008 with an installed caipa
below 40 MW). As a result, GGU is affected by thsft pricing decisions of GNERC.

GGU's return in relation to its regulated wateribesses is based on a methodology adopted by tiERGNN
August 2017. The methodology is a hybrid incentieased and cost-plus tariff calculation model. Thadel

is aimed at allowing for a fair return on investapital and operating expenses utilities must idoutheir
continued operations. Under the model, GGU apjliegighted average cost of capitaMACC") to its net
book value, which represents its regulated assat ()RAB"), essentially comprising the historical book v&lu
of its existing assets plus capital expenditunag made. RAB is then multiplied by regulated WA@@yiding

the return on assets, to which depreciation andatipg expenses are added in order to reach alloexezhue
(taking into account any corrections from the poesi regulatory period). All calculations are in @cance
with GNERC's methodology, which differs from theepentation in GGU's financial statements prepaned i
accordance with IFRS. The new tariff defined a ¢kyear regulatory period. The first regulatory pérfor
which this methodology initially applied ran fromJanuary 2018 to 31 December 2020. On 4 January, 202
GGU announced that GNERC had approved new taoff$5{GU's water supply and sanitation business. The
tariff in Thilisi was increased compared to theyioas regulatory period of 2018-2020 from GEL Ot835EL

0.5 (per cubic meter) for metered residential austs, from GEL 3.89 to GEL 4.5 (per capita) for @bened
residential customers and from GEL 4.4 to GEL f& Cubic meter) for business customers. The tadfease
translates into the annual growth of approximad&§ in allowed water revenues of Georgian WaterRowler
LLC ("GWP") in the three-year regulatory period effectiveonfr 1 January 2021 (corresponding to
approximately 36.3% increase in allowed water raesrfor GGU's entire water utility business).

The WACC specified for the first regulatory periagds 15.99% and the WACC applicable in the current
regulatory period running from 1 January 2021 toD&ktember 2023 is set at 14.98%. GGU is required to
submit a new tariff application no later than 4yJol the year immediately preceding the next tgpéfiod.
Together with the tariff application, GGU is reqdrto submit its most recent audited financials EBRE is
authorised to request any additional informatiorequires for tariff calculation purposes and thefft is set
through public proceedings, based on the same mheltbgy as applied previously. The final deadlinetfee
completion of the tariff-setting process is es&li#id by GNERC itself. However, it must be finaligeibr to

the start of the new regulatory period.

In relation to the Zhinvali HPP, GGU's only regelatHPP, it chargeSWP, GGU's main water supply
subsidiary, the regulated tariff for GWP's interekctricity consumption, the cost of which is thecluded in
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"allowed revenue" under the above methodology amdimbursed through the water tariff. Externateleity
sales are mostly conducted by Georgian Energy migadompany LLC (GETC"), GGU's electricity trading
arm, which consolidates all internally generatestteicity from GGU-owned companies, other affilctdPPs
and third parties, and sells it to direct consunoerghe free market.

As a result of the application of the above methagyy GGU has a degree of predictability in relatto its
revenue stream for its water supply and sanitdiiginess. There can be no assurance, howevethéhtriff

it is permitted to charge will not be adjusteddaling the end of the second regulatory period oD8&ember
2023 in a manner that is adverse to GGU, althoublERC is expected to continue using the currently
applicable methodology going forward. Furthermogn demonstration of proper justification, GNER&ym

in the future amend tariffs in a manner that cdaddadverse to GGU, or may change the conditiorsoéss

to such regulated tariffs. Any adverse changesgnlated tariffs could have a material adversecetie GGU's
business, financial condition, results of operatiand prospects.

GGU is subject to service quality regulations, wihimay place additional obligations on it and maydece
its profitability.

In July 2016, GNERC adopted commercial serviceityualles containing service quality standards majple
to all utility companies. These rules were subsetiyeeplaced with revised service quality ruleppted by
GNERC in December 2018 and effective from 1 July2d he rules are intended to incentivise improvase
in overall service quality among utility compangesd include standards in relation to the respoinse for
customer complaints, new customer registrationestyuand phone calls. The rules also require titesicsibers
are informed about planned supply interruption®ugh "out of service" notifications via email andtext
(sms) messages. The rules contain a clear framelwoitkandling unplanned service interruptions aegvn
customer connections. Planned interruptions icése of simple maintenance works shall not excedusrs.
For complex maintenance works, the permissibletauraf interruption of water supply services ipdadent
on the number of impacted subscribers and mayriast 12 to 48 hours. Information on all interrupioshall
be kept in physical as well as electronic formtfee duration of three years thereafter. Servicedstals are
divided into two types: (i) general standards; @ndjuaranteed standards. Certain standards caiméarce in
2016, while others came into force in 2017, 201@ 2020. In the event the general standards areleda
GNERC applies certain incentives or fines. In refatto breaches of the general standards, each 1%
increase/decrease in set milestones shall causeraase/decrease in the regulatory cost bas®d¥®for the
purposes of calculation of the applicable tariffrélation to breaches of the guaranteed standédmelservice
provider is required to pay compensation to theaéfd customers for each breach (GEL 5 for indadsland
GEL 10 for business customers). Such compensahialh Ise reflected as a credit on the bill of thievant
customer within 10 calendar days of the breach.|&\thiere have been no material breaches in the pagst
future breaches of the service quality rules oraudditional service quality obligations placed ug@@&U could
have a material adverse effect on its businesandial condition, results of operations and protspec

Climate conditions, the availability of water andmnd and natural hazards can affect GGU's ability supply
water to its customers as well as its ability tongeate electricity from its power plants.

The amount of water in the Zhinvali Reservoir, G&Wiain water source for its water supply and shorta
business, and in groundwater storage dependsroateliconditions. During drought periods, demandvater
will be higher while the amount of available watall be lower, with the reverse also being truesutficient
water in the Zhinvali Reservoir may result in GGldurring additional costs in order to secure adddl water
sources, although this has never occurred in teegral is unlikely to occur given the level of watdlows
into the reservoir. Drawing upon alternative wagearces would likely be more expensive for GGU beea
sourcing water from the Natakhtari and Mukhranievatonduits requires more electricity which woutfet
short-term liquidity but would be reimbursed in seuent regulatory periods in accordance with tieeat
tariff-setting methodology.

Adverse weather conditions can also affect GGUiswable energy business. In drought conditionslet
of electricity produced by GGU's HPPs for salehiodt parties may be lower, which would result invéy
revenue, and in prolonged cases, Zhinvali HPP neayrable to generate sufficient electricity foremial
electricity consumption of GWP. In that event, GWHUId need to purchase electricity from third padyrces,
which would entail additional costs, which would turn harm GGU's short-term liquidity, but would be
reimbursed during subsequent regulatory periodsrdoty to the current tariff-setting methodology atéf
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availability is also seasonal, especially for GGtuis-of-river HPPs, which include the MestiachalaRHand
the Kasleti HPP, with the strongest water flow ¢tghlly occurring during the months of March, ApnilcaMay
for the Kasleti HPP and July and August for the tidehiala HPP due to thawing snow. Moreover, themdta,
Debeda and Tetrikhevi HPPs are located on irrigatitannels and the supply of water to these HPRsbma
diverted for irrigation purposes, which will haveqguity over the supply of water for electricity mgration
purposes during the irrigation season in the sunmuerths. Any rehabilitation works carried out amgation
channels can also limit water supply to the aforgmaed HPPs. In addition, due to its acquisitibraurtli
Wind Farm, GGU is dependent on suitable wind camult which exhibit seasonal patterns and arecditfio
predict. In addition, windiness may be reduced bigimbouring wind farms or other large structuresndd
exceeding certain speeds may also require GGUlta$hsurbines.

In addition to drought conditions and adverse wawthditions, natural disasters such as earthquakéds a
landslides can disrupt GGU's water supply. The Btisiegion, where the Zhinvali Reservoir is locatesd
particularly exposed to these risks. In the evérny such natural disaster, GGU would be requioeiticur
additional expenses to manage the resulting dismupd its operations.

In July 2019, the Mestiachala HPP was affecteddmding resulting from a rock avalanche and bothegation
units were taken offline. Following a rehabilitatiprocess, the 30 MW generation unit was recomomssi in
December 2019 and it remains operational at thggnaily planned capacity, while the restorationqass is
ongoing for the 20 MW generation unit. The businessrruption, covering the period of July 2019Jdy
2020, as well as property damage, was fully agvaddthe insurance company and almost wholly sethbie
the end of 2020. Notwithstanding this payout, tesigih and permitting processes and constructioRsvoay
be delayed, which will negatively affect generataod electricity sales.

Finally, while GGU projects electricity generation the basis of normal weather representing a teng-
historical average and considers possible variatiomormal weather patterns, taking a conservaipgoach
where necessary, and the potential impact on gsabns, there can be no assurance that suchipgacan
address an impact of adverse weather conditioasairately predict future weather conditions. Te d¢ktent
climate change causes changes in temperaturepdigyian precipitation and wind patterns or exdustes the
intensity or frequency of extreme weather evehis,dould negatively impact GGU's business.

Any adverse weather conditions, whether as a resudtimate change or otherwise, could have a nater
adverse effect on GGU's business, financial camditiesults of operations and prospects.

GGU requires significant capital expenditure in r&@ion to its aging water supply network and therancbe
no assurance that it will continue to be able tonfd such capital expenditure.

Certain parts of the water supply network in Gemidpte back to the Soviet period and are in poodition.
As a result, disruptions to the water supply has®hically been frequent and water losses hava beatively
high. GGU has been investing in its water supptyoek, including in order to fulfil its privatisain obligation
to invest an amount of not less than U.S.$220 onilin aggregate during the post-privatisation eriss a
result, GGU has been able to reduce its watertdgs which was 62.4%, 65.1% and 67.2% in 2020.924nd
2018, respectively. GGU was also able to decreaassonsumption of self-produced electricity (whistthe
primary cost driver of the water supply and saiutatbusiness and therefore a major focus of GGU's
management). Self-produced electricity was 1751kamiKWh, 174.0 million KWh and 193.2 million KWh
in 2020, 2019 and 2018, respectively. GGU is camig to invest in its water supply network, havingurred
GEL 75.6 million, GEL 90.5 million and GEL 156.1lhan in capital expenditure in connection with w&ter
supply and sanitation business in 2020, 2019 at8,2@spectively. There can be no assurance, howéa
GGU will continue to reduce water losses and comgion of self-produced electricity or that its dapi
expenditure will be sufficient to maintain its waseipply network.

Furthermore, capital expenditure undertaken by @Gy place significant demands on management tirde an
on its financial resources. Such projects are sulgethe risk of cost overruns and may not be detaed on
time or at all. Although GGU has a degree of priadiitity in relation to the return on investment the capital
expenditure it undertakes due to the methodologylie in its tariff calculation model, there can he
assurance that GGU will achieve the objectivag@nds in connection with its capital expenditimgoarticular,
GGU makes assumptions regarding water loss imprem&sn cost savings, synergies and revenue
enhancements when it budgets capital expenditut¢hmse assumptions may prove to be incorrect. Gay
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also be required to make additional capital exgenelibeyond the currently envisaged capital expgereli
programme to ensure its uninterrupted operatidnSGAU's capital expenditure programme does notexehi
the stated objectives or if sufficient financiadoarces are not available to fund additional chpitpenditure,
its business, financial condition, results of opierss and prospects could be materially adversiéégied.

Contamination of water, either from naturally occung compounds or man-made sources, may resultha t
interruption of water supply and/or exposure of hiams to hazardous substances, which could in tursuk
in liability for GGU.

The main water source for GGU's water supply amita##on business is the Zhinvali Reservoir, whish
located in the Dusheti region of Georgia. The ZhlnRReservoir may become subject to contaminatiomf
naturally occurring compounds as well as pollutiesulting from man-made sources. Although GGU noosit
water quality on hourly basis via an early notifieca system covering the entire Aragvi Valley, grossible
contamination due to factors beyond its controllddarce GGU to shut down or temporarily disruptteva
supply to its customers. In that event, supplyirgjer from alternative sources (such as the Natekbta
Mukhrani water conduits), would result in increasgzbrating costs. The treatment of contaminatecmwat
would also entail additional expenses for GGU, Wwhiecould harm its short-term liquidity but would be
reimbursed in subsequent regulatory periods inrdecwe with the current tariff-setting methodolo§ynce
GGU has never experienced a contamination of itenvgupply, it is unable to quantify these addgiorosts
but they could be material depending upon the ggvef the contamination. In addition, GGU may belch
liable for environmental damage and other consempgearising from the exposure of humans to hazardou
substances and may become subject to civil, adiratiiee or criminal enforcement actions, privateéation
and clean-up obligations, which could result irafinial and reputational damage. If GGU's water lyuigp
contaminated and it is unable to substitute itsewatipply in a timely and cost effective manneiif @rincurs
liabilities in connection with any such contamioatj its business, financial condition, results pémtions and
prospects could be materially adversely affected.

GGU uses gaseous chlorine deposited in gas tanksafater purification, which gives rise to the riséf
explosions which can threaten human lives and resal substantial environmental damage.

Water is carried from the Zhinvali Reservoir to ers#rs, with chlorination occurring on the five tiegorks
which are part of the water infrastructure andsaneplied from the Zhinvali Reservoir with crude erattach
headwork has a separate chlorination system atiatiges water to supply network. The water mayirequ
additional purification in certain instances. Faample, when the distance to the end user is velgtiong,
this can result in a decrease in chlorine levethénwater. For these reasons, chlorine tanksatalled on the
water units located across the districts of theeiGGU serves. GGU complies with rules and regulat
applicable to the use of gaseous substances addasrspecialised trainings for its personnel iatien to the
handling of gaseous chlorine. Nevertheless, gaselniosine deposited in gas tanks gives rise torigie of
explosions, although GGU has not yet experiencetl an event. In the event of an explosion, GGU hell
subject to sanctions under relevant environmeatas land may also become subject to private litgatd the
extent private property is damaged, as well astatjomal damage.

Currently, all of GGU's chlorine stations are equig with all necessary protective systems and etgrip and
Emergency Response Plans are in place. Despitedinise 2018, when installing new chlorine systems,
preference has been given to the method of sodypadhlorite instead of gaseous chlorine. In addjt@GU

is actively studying opportunities for the gradweplacement of gaseous chlorine systems with sodium
hypochlorite in all of GGU's chlorine stations thaé being actively studied.

Notwithstanding these measures, any explosion sé@as chlorine could have a material adverse effiect
GGU's business, financial condition, results ofrafiens and prospects.

GGU's cash flows may be adversely affected if ieslamot maintain its collection rates for its watsupply
and sanitation customers.

GGU provides water supply and sanitation serviodsoth business and residential customers. Thegzeor
water utility sector has historically had relativé&w receivable collection rates for residentiastomers. This
is because water utility companies operating oatsitl Thilisi have historically not cut off electitg to
residential customers for missed payments, unll&GGWP's collection rate has improved significafibm
2011, due to the changes to the Georgian law, potdo which electricity suppliers are entitledciat off
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electricity to customers if they do not pay theater bills. As a result, Thilisi's electricity suigps receive flat
monetary compensation from GWP (approximately GBlLrillion annually since 2011) for assisting in the
collection process. Collection rates were 100.586/% and 97.9% for business customers and 107 4A%/®
and 94.2% for residential customers in 2020, 201B2018, respectively. Collection rates in 2020exarther
supported by the Government's subsidy plan foityubills during the COVID-19 pandemic. There caarimn
assurance, however, that this trend will continp@ticularly if economic conditions in Georgia weie
deteriorate, which could affect customers' abtlitypay their water bills. The decrease in collettiates could
have a corresponding adverse effect on GGU's lassifinancial condition, results of operations praspects.

GGU is dependent upon its power purchase agreemé@R®As") with ESCO in relation to its renewable
energy business, although all of GGU's PPAs (wittetexception of the Akhmeta and Debeda HPP PPAS)
expire after the maturity of the Notes.

The Mestiachala, Kasleti, Akhmeta, Debeda and BuétPPs and the Qartli Wind Farm sell the eletyrici
they generate pursuant to PPAs with the Electri8ggtem Commercial OperatoESCQO") as the offtaker.
With the exception of Qartli Wind Farm (for whidhet PPA applies for the entire year), these PP Aly ayyy

for the period from September to April (inclusivePAs can typically only be terminated in circumses of
force majeure or default (which is not remediedpdeswritten warnings) by either of the partiesrdhase
prices for electricity generated under these PPaspae-determined. For the period from May to Augus
electricity generated by these plants is sold aketgrices. PPAs with ESCO are typically not egghand
there can be no assurance that GGU will be akdiadcarrangements for the sale of the electridityenerates
that are as favourable as those under the rel®RAt(although all of GGU's PPAs (with the excepitbnhe
Akhmeta and Debeda HPP PPASs) expire after the ihatfrthe Notes). In addition, at the time of engtion

of GGU's PPAs, market prices may be volatile assalt of various factors. The Government offers BPA
which are effectively intended to serve as a fnegge, as an incentive to HPP developers. From, 206 ®PA
process is determined by the new public privatenesship (PPP') agency, which conducts a cost/benefit
analysis and concludes whether the project req@ngssupport from the Government and decides on the
mechanism of support. Notwithstanding changes tr@an energy regulations, the PPAs already eniated
by the Government remain effective. If GGU is uestol find suitable arrangements for the replacerogits
existing PPAs, this could, in the longer term, havaaterial adverse effect on its business, firmandition,
results of operations and prospects.

GGU is exposed to the risk of fluctuations in elecity prices, which can be volatile, and this val&y may
increase following changes recently introduced IhetGovernment.

To the extent electricity generated by the Zhint#P is not used for internal consumption by GGAdiser
supply and sanitation business, it is sold by GEGGU's electricity trading arm, which consolidatdb
internally generated electricity from GGU-owned ganies, other affiliated HPPs and third parties seild it

to direct consumers on the free market. In 202®%B%f net electricity generated by Zhinvali HPPswesed
for internal consumption by GGU's water supply sanitation services business. In addition, withetheeption

of Qartli Wind Farm (for which the PPA applies thie entire year), the PPAs to which GGU is partglap
only for the period from September to April (indkes), with electricity generated during the perfogim May

to August being sold at market prices. PursuaitstBPA with ESCO, while Qartli Wind Farm is obldy&o
sell electricity to ESCO during the eight monthanfrSeptember to April (inclusive), it is permittiedselect an
offtaker and market the electricity it generatedii@ remainder of the year, subject to the rastrichat, during
the first 13 years of operation, electricity getedsby Qartli Wind Farm must be sold exclusivelg#tisfy the
internal Georgian demand. As a result of thesengements, GGU is exposed to the risk of fluctuation
electricity prices. Electricity prices can be vd&atdue to various factors, including changes ieceilcity
demand and/or prevailing economic conditions. Iditah, while currently there is a supply defiait the
Georgian electricity generation market, any futstgply coming on-stream could result in increased
competition and lower electricity prices. Georgaectricity prices have historically been relatwstable, with
the weighted balancing electricity selling pricgpaged by ESCO being GEL 0.156 per KWh for 2020,
compared to GEL 0.135 per KWh and GEL 0.129 in 2848 2018, respectively. There can be no assurance,
however, that this will continue to be the casetipalarly in light of recent developments in rétat to the
outbreak of COVID-19, which is expected to havewaese impact on the global, and potentially therGien,
economy, given the correlation of electricity comgtion with GDP growth.
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In 2008, the power generation market witnessedfgignt changes to facilitate market liberalisatigi HPPs
constructed after August 2008 have been deregulatadh served as a first step towards the estabksit of

a free electricity market. In 2014, the EU and @&osigned the Association Agreement (tBdJ. Association
Agreement’) and Georgia became a full contracting party menab the Energy Community. Further, the Law
of Georgia on Electricity and Natural Gas was aneend June 2017, deregulating all HPPs below 40 &/
gradually moving large industrial consumers outhefregulated pricing scheme to the free markdahémext
phase of deregulation, effective from May 2019,géarindustrial customers with monthly electricity
consumption of at least 5 GWh were required tostegias direct customers. In coming years, fursheps
towards deregulation are expected to come in fdrc®ecember 2019, the Georgian Energy Exchange was
founded with 50%-50% co-participation of the Geargitate Electrosystem and ESCO. The establishohent
the new energy exchange was a step forward irefoemn of the Georgian energy sector. The Georgizer gy
Exchange will be responsible for organising dayaahéntraday and bilateral markets.

In accordance with current legislation, the Day-adh&larket platform is scheduled to open on 1 JOB12and
the Intraday Market platform is scheduled to operl duly 2022.

The Day-Ahead Market is a daily auction for phykieaurly deliveries on the following day. Day-Ahepidces
are calculated using an optimisation algorithm. fifaeket clearing price calculation methodology eesuhat,
based on the sell and buy orders placed, the lovessttgeneration units are activated first. The dasivated
order sets the price for all production needed ¢éetndemand. All buyers and sellers pay or recdigesame
market clearing price.

In the Intraday Market, trading takes place evexy dnd there is continuous buying and selling \dglivery
times as short as 15 minutes. It is important fartippants to match traded and actual volumes
produced/consumed in order to avoid imbalance feg®sed by the transmission system operators. The
intraday market price is calculated as "pay as. bidthe "pay as bid" context, market orders aeargd based

on the bid price when a matching order is found.

On 2 July 2020, the Government adopted rules fppsting generation and the utilisation of powengyated
from renewable energy sources. According to theveeit decree, every investor developing a plartt mibre
than 5 MW installed capacity is authorized to tmesdupport mechanism, which includes (a) the stm@oiod,;
and (b) premium tariff. The mechanism does notasplalready signed PPAs and will be applicable @mly
new renewable energy projects. The support peraydlast for 10 years from the moment of issuing the
generation license (if required) or commencingdtimercial operation and will apply over a 8 momghsod
(covering January, February, March, April, Septemligctober, November and December) each year. As
regards the premium tariff, this amounts to U.2$8.per 1 KWh. Such premium tariff is payable asialus

on the wholesale (equilibrium) price recorded foe televant hour in the organised electricity madky if,
over the course of the support period, the whoteGeduilibrium) price for 1 KWh of electricity gerated by
the plant during the support period and sold irottganised electricity market is less than U.S.85.8lowever,

if the difference between the wholesale (equilibrjuprice recorded for the relevant hour in the arged
electricity market, and U.S.$0.055 is less than.&0®15, then the premium tariff shall amount tahsu
difference. The premium tariff is payable in Largcording to the exchange rate determined by thé B8 of
the date of the relevant invoice. The support meishashall be implemented by ESCO. Once the whiglesa
public service organization\/PSQO") is determined, as provided under the new La@@brgia on Energy and
Water Supply (Energy Law"), the support mechanism will be implemented bghsWPSO. It is noteworthy
that the Government is authorised to elaborateerdifit Government PPAs and other support mechanisms,
depending on the specificities and significancarf specific project. This energy market model gesatly
increase volatility in energy prices, especiallghe summer months where the support mechanismmatilbe
applicable and the prices will be formed based amket supply and demand. In case the electricipplyu
exceeds demand on the free electricity marketcthiéd negatively affect electricity wholesale prand absent

of any alternative markets, could result in a dasedn the Group's revenues.

In addition, GGU's power plants built after 2010dariority access to the Turkish energy marketthBoextent
it exports electricity to Turkey, which is Georgiahain export market for electricity, it will be posed to
Turkish energy prices, which have been volatiléh@ past and have declined significantly earlyhia kast
decade. The average market clearing price in Tunkaesy/U.S.$c 4.1 per KWh in 2020, compared to U.8.%c
per KWh and U.S.$c 4.8 per KWh in 2019 and 2018peetively.
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Any fluctuations in electricity prices in Georgiaany of GGU's current or future export marketslddhave a
material adverse effect on its business, finarwmadition results of operations and prospects.

Maintenance and refurbishment of power plants invel significant risks that could result in unplanned
power outages, reduced output and unanticipateditaexpenditure.

The operation of GGU's power plants involves ritiest include the breakdown or failure of equipment
processes, performance below expected levels ptibot efficiency and the inability to transporé@ticity to
customers in an efficient manner due to a lackarigmission capacity or transmission infrastrucissees.
Such failures and performance issues can stemdroomber of factors, including errors in operatiack of
maintenance and general wear over time. As a reS@U's facilities may require planned periodic onaj
overhaul activities, which may also include impnmests. Unplanned outages of power plants may dooor
time to time and are an inherent risk of GGU's wettde energy business. Unplanned outages of GQGlisip
plants will typically increase GGU's expenses whitdty not be recoverable under the applicable PHR7er(gv
relevant) and may reduce GGU's revenue as a stélling lower volumes of electricity.

In addition, critical equipment or parts may navays be readily available when needed. GGU alsoatdre

certain of the level of capital expenditure thalt i required due to changing environmental, ineatid safety
laws and regulations (including changes in therpmegation or enforcement thereof), necessaryifacepairs

and unexpected events (such as natural or man-thaasters or terrorist attacks). Any unexpecteliriaj

including failure associated with breakdowns, fdroatages or any unanticipated capital expendatu&GU's
power plants, could have a material adverse effie@GU's business, financial condition, resultspgrations
and prospects.

GGU operates in a highly regulated environment aokdanges in laws, government policy and regulations
can significantly affect its operations and finaral performance.

GGU is subject to the laws of Georgia and to reguisby GNERC, the Ministry of Regional Developmend
Infrastructure of Georgia IRDI "), the Ministry of Environmental Protection and rigglture of Georgia
("MEPA™), the Ministry of Economy and Sustainable Devetemt of Georgia MoESD") and the National
Food Agency of Georgia (th&FA"). These laws and regulations affect many asped®GU's business and,
in many respects, determine the manner in which G@udlucts its business. As a provider of water sugmd
sanitation services and an owner and operatomefwvable energy power plants, GGU is subject tonsite
governmental and other regulations in Georgia. Aaw regulation or any changes in existing regutetio
including those arising from Georgia's alignmenit®fegulatory framework with that of the Européamion,
may require significant changes in GGU's businessays that cannot be predicted. Any new regulatam
requirements that require GGU to restructure oeratise change its business in any way, or thataéfater
supply and sanitation services or electricity gatien, could have a material adverse effect on GGUSIness,
results of operations and financial condition. S8esiness—Regulatibrior further detail on the regulatory
regime.

In December 2019, the new Energy Law was enactedpiace the old Law of Georgia on Electricity and
Natural Gas adopted back in June 1997. The Enesgyrequired all licensed water utility companiespply

to GNERC for a new authorisation (license) withmtmonths of the Energy Law's entry into force haligh
GWP and GGU's other water utility subsidiaries cbeagpwith this requirement and filed their respeeti
applications with GNERC, due to lack of clarity asmdensive periods for obtaining requested thindypexpert
conclusions, the authorisation process (issuing tieanses) remains uncompleted. On the other hand,
according to Energy Law and GNERC's licensing rdesving therefrom, all licenses held by watetityti
companies, including GGU's water utility companiemnain valid and such companies shall continue to
perform licensed activities on the basis of oleédises until they obtain new authorisations (neankes) from
GNERC. Furthermore, certain amendments to the Frieagy have recently been initiated by GNERC, which
are aimed at facilitating the new authorisationcpss. Although GGU believes that its water utitiynpanies
will be able to obtain new authorisations in duarse, the failure to do so could have a materia¢esk effect

on GGU's business, financial condition, resultspérations and prospects.

Similarly, any non-compliance or breach of licemoaditions or other regulatory requirements coekblito
financial sanctions and, in extreme cases, thecetian of licences. In addition, GGU may fail tspend
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swiftly and appropriately to changes in applicabl®s and regulations or to changes in the wateplguand
sanitation and renewable energy industries gegerall

GGU currently complies in all material respectshwiihe regulatory regime applicable to it in Georgrad

continues to allocate adequate resources to achmVvenaintain compliance with such regulations. v,

the relevant authorities in Georgia may enforcsteag regulations more strictly than they haveha past and
may in the future impose stricter standards, ohéidevels of fines and penalties for violatiorigrt those
which are in effect at present. Any of the foregoaould have a material adverse effect on GGU':bss,

financial condition, results of operations and pexgs.

GGU is subject to environmental and health and dgflaws and regulations and is required to obtaiertain
regulatory approvals and it may be exposed to digant liabilities if it fails to comply with sucHaws or
maintain such approvals.

GGU is subject to various environmental and heaith safety laws and regulations governing, amohgrot
things, pollution caused by GGU's operations amdhealth and safety of GGU's employees. GGU is also
required to obtain environmental and safety perfnitsr various governmental authorities for its @iems.
Certain permits require periodic renewal or revigiwheir conditions as well as continuous monitgrand
compliance reporting. GGU may not always be ablet@w such permits or there may be material clsatwge
its permits requiring significant expenditure. \&tibns of these laws, regulations or permits coekllt in
fines or legal proceedings being commenced ag&@gi or other sanctions, in addition to negativeljgitlp

and significant damage to GGU's reputation.

GGU has adopted environmental standards appli¢akits operations. While as at the date of thes#irig
Particulars GGU is in compliance with all applicaleinvironmental and health and safety regulatiorierce
in Georgia in all material respects, there can dgumarantee that it will continue to be in comptiann the
future. Should any GGU company fail to comply wathy such regulations, it may be liable for pensléiad/or
the consequences of default under any contraduligbtions requiring it to comply with applicabkegulations.

Any occurrence of environmental damage or lossfefdr serious injury to its employees as a restitiny
breach of applicable health and safety legislatisay result in disruption to GGU's services or cause
reputational harm and significant liability could imposed on GGU for damages, clean-up costs araltjgs
and/or compensation as a result. The occurrenemyfof these events may also cause disruption t0'6&6G
operations and result in additional costs to GGU.

Although environmental laws and regulations havenareasing impact on GGU's activities, it is impibte to
predict accurately the effect of future developredantsuch laws and regulations on GGU's businessleW
GGU has budgeted for future capital and operatimeeditures to comply with current environmentadl an
health and safety laws, it is possible that anthese laws may change or become more stringeheifuture
or that new laws may be adopted. Any of the fonegaould have a material adverse effect on GGssbass,
financial condition, results of operations and pegs.

GGU is subject to the risk of foreign exchange rdbectuations in relation to its water supply andaitation
business.

GGU's water supply and sanitation business is adestominated business. Its renewable energy asitg
contrast, is a U.S. Dollar denominated busineg, revenue under the PPAs to which GGU is partyraarket
sales denominated in U.S. Dollars and approxim&@®p of the funding costs and capital expenditofdbe
renewable energy business being denominated inbMars. As a result of the Lari exposure of thatev
supply and sanitation business, fluctuations indtf& Dollar/Lari exchange rate can adversely af@&8U. In
2020, the Lari depreciated against the U.S. Déllai4.3% and in 2019, the Lari depreciated agairest).S.
Dollar by 7.1%, after depreciating by 3.3% in 20T8e depreciation in 2020 was largely due to theeich of

the COVID-19 pandemic, while depreciation in 201&swargely due to negative expectations surrounding
Russia's flight ban and depreciation in 2018 wegelst due to the depreciation of the Turkish LRaissia and
Turkey are key trading partners of Georgia and éemy adverse movements in their currencies cagtéfie
value of the Lari. Any adverse foreign exchange emoents could have a material adverse effect on 6GU'
business, financial condition, results of operagiand prospects.
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Risks Relating to the Group's Property and CasualtyP&C) Insurance Business (Aldagi)

The Georgian property and casualty insurance markethighly competitive. Aldagi might not be able to
compete with its competitors' pricing policies orige its insurance products correctly.

The Georgian property and casualty insurance ma kagjhly competitive. Providers compete on fagtuch
as the terms of insurance policies (including cager exclusions and price) and the ease of thenglai
reimbursement process. Competition may increasengniesurance providers, including as a result of
consolidation, alliances or new entrants, whicha@oesult in competitors having greater resourbas tAldagi

or other competitive advantages. In addition, cditgge may adopt aggressive pricing policies totesp
market share. Aldagi makes assumptions about a euaflfactors in determining the pricing of itsunance
products and setting its insurance reserves. Taesemptions include estimates of the incidenceaamoluint
of claims, policy renewals, long term interest fagmds, returns on investment, mortality and nabtpirates
and future costs. If these assumptions prove fodmerect or do not reflect actual market changes) Aldagi
may under-price its insurance products and may teedrease insurance reserves for its propedycasualty
insurance business. This could lead to losses,hawald in turn have a material adverse effect taagi's
business, financial condition, results of operatiand prospects. Aldagi has also been adverselgtatf by the
COVID-19 outbreak. For example, during 2020, itemgnced a decline in earned premiums from compylso
border third-party liability insurance due to COVID related restrictions on traveling.

Aldagi's business is partly dependent on obtainisigitable reinsurance

Aldagi's ability to implement its reinsurance pglidepends on the continued availability of reinsgeaat a
competitive cost. Aldagi's capacity to underwribel aninimise its capital requirements will dependtsrability
to meet its reinsurance policy criteria. Underwstdo not typically accept risks that exceed trdiatyts and
will not accept risks above the company's retensisrper the treaty for each business line. Aldagisntion
and optimal treaty structure is determined by tttearial consideration prepared by Aldagi's acalativision
and subject to approval by Aldagi's CEO. Shouldagidoe unable to obtain reinsurance when requitgd,
underwriting process may not function as intendellich may lead to increased losses. Aldagi's ambrta
risk is determined for each business on an anragssb

There is a risk that reinsurance support will netalvailable in the future if the results or futprespects of
Aldagi are not attractive enough to reinsurers thia particular risk with newer business linegngithe risk
of underperformance is potentially higher. If Aldag not able to reinsure risks above the levetiesired
retention, new business lines may be withheld amgropriate reinsurance can be found, which chale a
material adverse effect on Aldagi's business, Br@mondition, results of operations and prospects

Aldagi is required to meet certain minimum capitahd reserve requirements and to comply with a numbe
of regulatory requirements relating to its operatis.

Certain minimum regulatory capital requirements aeserve requirements apply to Aldagi's propertgt an
casualty insurance business. To maintain its rfendind life insurance licences, Aldagi must mamtai
minimum share capital of GEL 4,200,000 (increasm@sEL 7,200,000 from 31 December 2021), 100% of
which must be retained in cash on deposit with rkig institution licensed in Georgia and free framy
encumbrances. Insurance companies are also redoin@aintain a solvency ratio, calculated as rdguwa
capital divided by the solvency requirement, inesscof 100%. Whilst Aldagi has consistently mamediits
required solvency ratio above 100%, and, as at&fmber 2020, it had a solvency ratio of 141% basdts
regulatory capital (calculated as total capita$ lesrtain qualifying assets) and solvency requirgroé GEL

11 million. Capital requirements are subject tonggg and such changes may adversely affect Aldagisess
by requiring it to hold more capital. While managemexpects that Aldagi will continue to fully colyppvith

all applicable regulatory requirements on an ongdasis, if it were to fail to do so, the ISSSGldauithdraw
Aldagi's licence, which would prevent it from conting to operate its business.

In accordance with general industry practices acwbanting regulatory requirements, Aldagi estaleish
reserves for reported but not settled claims (kna&RBNS"), incurred but not reported claims (known as
"IBNR") and unearned premiums. Aldagi seeks to redussek from these claims through effective
administrative processes and the terms of its jgsli€Claims made outside the terms or coveragegare not
settled by Aldagi. However, claims that arise dgrihe coverage period but are referred to Aldaggrahe
expiration date of the policy are still settled Alglagi. Aldagi's gross and net reserves for clautstanding
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(with both RBNS and IBNR included) were GEL 17.1limm and GEL 8.9 million in 2020, GEL 65.1 million
and GEL 8.3 million in 2019 and GEL 13.6 millionda@EL 5.1 million in 2018. The number of claims was
14,148, 18,211 and 16,631 in 2020, 2019 and 2@sgectively. Reserves do not represent an exaxctlaabn

of liability, but instead represent estimates oawihe ultimate settlement and administration afnat will cost
based on an assessment of facts and circumstameeknown, a review of historical settlement patier
estimates of trends in the severity of claims, dexgy of claims, legal theories of liability andhet factors.
Actual claims may materially exceed Aldagi's clamaserves. If this were to occur, Aldagi's busip&sancial
condition, results of operations and prospectsccbalmaterially adversely affected.

Risks Relating to the Group's Education Business

The Group may be unable to recruit a sufficient nio@r of qualified teaching personnel for its schoaad/or
the market rate for teachers' salaries may increase

The Group's education business may face challemgesgiting and maintaining the quality of its waskte

necessary for the expansion of its business. Qaekcademic personnel are the most important fémtdhe

education business. The business plans to expareghtt approximately 21,000 learners by 2025 atldeif
scarcity of qualified personnel on the market pessthis might compromise the Group's ability tbiace this
goal. In addition, the business's expansion plane iIncreased demand for teachers in Georgia, wini¢arn,

might lead to an increase in salary levels forlieas. Additionally, if the Government increaseshes salaries
in public schools in Georgia, this might put adutil pressure on salary costs for the private seciduding

the Group. Although the business plans to estahltghcher training institute and develop its cabertt through
targeting and training young professionals, there lbe no guarantee that it will be successful iraioing

enough teachers at a reasonable salary. If itablarto do so, this could have a material advdifgseteon the
Group's business, financial condition, results @rapons and prospects.

The education business may not be able to succdlgséxecute its growth strategy.

The education business may not be able to sucdigsskecute its growth strategy and capitalise asitess
opportunities. Risks in this area include cost owes, such as exceeding the budgeted cost for fggken
missing the timeline for a project due to, inteaatlelays in receiving the relevant permits froovegrnmental
agencies and delays in construction processedtingsn reputational damage or delayed admissfdeayners;
and creating an oversupply of school places omidadet due to the Group's rapid expansion plan;iwbould
result in low utilisation rates. Although the edtioa business's growth is phased over several yaaighe
business is closely monitoring expenditures assagtiavith the expansion, any of the aforementionskisr
could have a material adverse effect on the Grdups$ness, financial condition, results of operaiand
prospects.

Risks Relating to the Group's Other Businesses

The Group's other private portfolio companies (lmgislevelopment; hospitality and commercial reghtes
beverages; auto services; and digital services)pheambined value of GEL 214.9 million as at 31 &eber
2020, representing 7% of total portfolio value lné tGroup. The Group faces various risks associaitduits
other businesses, including competition, adverseldpments in the related industries and changeaban
relevant regulatory frameworks. In particular, agrtof these businesses have been severely affegtdue
COVID-19 pandemic. For instance, the downturn iarim had a material adverse effect on the Group's
hospitality and commercial real estate businesdfamtnpact of the pandemic may depress Georgiafsepy
market more generally, which could also advers&#ictathe Group's housing development business alibe
services business was also negatively affectethdéyockdown, including due to the temporary susipensf
mandatory car inspections. SeeRisks Relating to the Group—The Georgian ecorammiyhence the Group's
business, may be adversely affected by the on@gD-19 pandemic"Any of the foregoing could have a
material adverse effect on the Group's businesandial condition, results of operations and prospe

Risks Relating to the Group's Listed Investment
The Group may not be able to monetise its holdings.

The Issuer holds a 19.9% stake in BoGG, whiclstedi on the LSE. The value of the Issuer's staB»{BG
is subject to normal market fluctuations and offigks inherent in investing in securities and otfieancial
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instruments. The value of this stake may fluctustenetimes materially, in response to the actiteBoGG
or due to general market and economic conditiorhaer events. The share price of BoGG decreas@d 996
in 2020 due in part to the impact of the COVID-1%hyeak on its profitability. In the event of a &l
reduction in the share price of BoGG, the Issuey n@ be able to monetise its stake at a suffiyeatitractive
price or at all.

There are risks inherent in relation to the Group&ake in BoGG.

BoGG is a UK incorporated holding company listed the premium segment of the LSE. The market
capitalisation of BoGG as of 25 February 2021 wa@0fimillion. JSC Bank of Georgia is the princippéoating

unit of BoGG, accounting for 97% of its total equés of 31 December 2020. BoGG operates through the
following business segments: (1) retail bankirigR") services; (2) corporate and investment banki@ig ")
services; and (3) JSC Belarusky Narodny BaBiNB"), which provides banking operations in BelarusG&

is subject to risks inherent with the provisionRB and CIB services in Georgia as well as, to selesxtent,
Belarus, including the following:

* The quality of JSC Bank of Georgia's loan portf@md its business prospects may deteriorate as a
result of adverse macroeconomic conditions in GeordSC Bank of Georgia operates primarily in
Georgia, with its Georgian operations accountimd®tb of its total consolidated operating income fo
the year ended 31 December 2020. Accordingly, agtermbration or instability in the Georgian
economy will adversely affect its business. TherGem economy may be more vulnerable to shocks
due to a mix of its historically high current acobdeficit, low domestic savings rate and high lefe
dollarisation. See alse—Risks Relating to the Group's Business—The Gsap®rations are located
in, and its revenue is sourced from, Georgia, anyg deterioration in macroeconomic conditions in
Georgia will adversely affect its business”

» Currency fluctuations have affected, and may cometio affect, BoGG, particularly given the highdev
of loans denominated in U.S. Dollars and Euros asrdSC Bank of Georgia's loan portfolibhe
majority of JSC Bank of Georgia's loan portfoliodenominated in U.S. Dollars and Euros. As at 31
December 2020, approximately 59% of JSC Bank ofr@as RB and CIB gross loan portfolios were
denominated in foreign currencies (predominantl§.WDollars and Euros). As a result of the high
proportion of loans denominated in U.S. Dollars Bmodos across its loan portfolio, fluctuationshie t
U.S. Dollar and Euro to Lari exchange rate affeet value, in Lari terms of JSC Bank of Georgia's
gross loans to customers and finance lease redesvahnd, in turn, total assets. Furthermore, as the
majority of JSC Bank of Georgia's customers witteiign-currency denominated loans depend on Lari-
denominated income, any depreciation in the Ladire} the currency of the loan may result in
customers facing difficulties repaying their loadSC Bank of Georgia's foreign currency lending can
also adversely affect its capital position. Lendingcustomers where there is a currency mismatch
between a customer's loans and that customer'simeatails more strain on capital since, in linghwi
NBG requirements, JSC Bank of Georgia assigns aadditional risk weight as part of the unhedged
currency-induced credit risk buffer requirementaduced as part of the Pillar 2 requirements of the
Basel Ill Framework of the Basel Committee of BawgkBupervision (theBCBS");

» JSC Bank of Georgia may not be able to maintairgtiadity of its loan portfolioThe credit quality of
JSC Bank of Georgia's loan portfolio may deterieicie to external factors beyond its control sich a
negative developments in Georgia's economy or e@nettonomies of its neighbouring countries, the
unavailability or limited availability of credit formation on certain of its customers, any failaféts
risk management procedures or the rapid expangis loan portfolio. In addition, any deterioratio
in the Georgian macroeconomic environment or aagrettion in levels of personal income, individual
purchasing power or consumer confidence may caes®d for consumer financial services and
consumer goods to decrease. JSC Bank of Georgedis igsk will also be heightened by any significa
concentration across its loan portfolio. Althou@CIBank of Georgia completed a loan portfolio risk
deconcentration exercise in 2017 in relation taCitB loan portfolio, which resulted in the level of
concentration across the portfolio decreasinggetiban be no assurance that JSC Bank of Georgia will
be able to maintain lower levels of concentratioroas its CIB loan portfoliaJSC Bank of Georgia's
cost of credit risk has also been increasing duthéoimpact of the COVID-19 outbreak on ECL
provisions. JSC Bank of Georgia's cost of credk ratio was 1.8% in the year ended 31 December
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2020, compared to 0.9% in the year ended 31 DeaePili® and 1.6% in the year ended 31 December
2018;

JSC Bank of Georgia operates in an evolving regmaenvironment and is subject to regulatory
oversight, with changes to regulations which aféidilt to predict:JSC Bank of Georgia operates in
an evolving regulatory environment, which meand tt®aRB business, CIB business and BNB are
subject to changes in regulation imposed by variegsilatory bodies. BoGG cannot predict what
regulatory changes will be introduced in the futareheir effect. For example, in December 201&, th
NBG introduced amendments to the regulations rejato capital adequacy requirements. These
amendments were intended to bring Pillar 1 minimaguirements in Georgia in line with the
framework established by the BCBS and to impleragiitional capital requirements under Pillar 2 of
Basel Ill. The amendments also designated threenswnial banks in Georgia, including JSC Bank of
Georgia, as domestic systemically important bahkS(Bs"). DSIBs are required to set aside more
Common Equity Tier 1 Capital relative to risk-weligth assets RWAs"), with the requirements being
phased in from the end of 2018 to the end of 202May 2018, the NBG announced the introduction
of the net stable funding ratio pursuant to Bassktandards, which became effective from 1 Septrmb
2019. If legislation or regulations were to chamgeif JSC Bank of Georgia were to expand its
businesses, it may become subject to additionasrahd regulations at a national, international or
supranational level, which may impact its operatjon

Collateral values may declin®@ownturns in the residential and commercial retdtesmarkets or a
general deterioration in economic conditions inittaeistries in which JSC Bank of Georgia's cust@mer
operate may result in illiquidity and a declinetlie value of the collateral securing loans, inaigcd
decline to levels below the outstanding principalbbce of those loans;

Significant changes or volatility in JS8ank of Georgia's net interest margin could haveadwuerse
effect on BoGG's performanc#sC Bank of Georgia derives the majority of itsfipfoom net interest
income. As a result, it is affected by fluctuationsts net interest margini{IM "), which, in turn, is
affected by key factors such as interest ratespetition for loans and deposits, customer demaud an
cost of funding. These key factors are influencgdother factors beyond BoGG's control, such as
Georgian and global macroeconomic conditions, thsources of competitors and consumer
confidence

JSC Bank of Georgia faces liquidity and fundingrisSC Bank of Georgia is exposed to liquidity risk,
which arises when there is a mismatch between tiaries of its assets and liabilities, as well as
funding risk. Liquidity risk is inherent in bankingperations and may be heightened by a number of
factors, including an over-reliance on, or an itigbio access, a particular source of funding,nges

in credit ratings or market-wide phenomena, sucHirg@ncial market instability. Credit markets
worldwide have in recent years experienced, and coatinue to experience, a reduction in liquidity
and long-term funding availability. The availaljliof credit in emerging markets, in particular, is
significantly influenced by the level of invest@rdidence and, as such, any factors that affeesior
confidence (for example, a downgrade in creditnggiof BoGG or JSC Bank or Georgia, or state
interventions or debt restructurings in a releviaalustry), could affect the price or availability o
funding for BoGG companies operating in any of éhemrkets;

JSC Bank of Georgia is subject to certain regubatatios JSC Bank of Georgia, like all regulated
financial institutions in Georgia, is required tonaply with certain capital adequacy and regulatory
ratios set by the NBG.he current NBG capital regulation is based on Béisguidelines of the BCBS,
with regulatory discretion applied by the NBG daelte specifics of the local banking industry. il

to maintain the minimum capital adequacy, liquidigverage, related party credit exposure and other
regulatory ratios may have a material adverse effie®0GG. JSC Bank of Georgia may be subject to
penalties from the NBG for violations of capitalegdacy and other regulatory ratios. Depending on
the seriousness of any violation, the NBG is algh@rised to impose other, more stringent and gever
sanctions; and

Competition could adversely affect JSC Bank of Gty market share or compress its NIM
According to the NBG, as of 31 December 2020, thenee 15 commercial banks operating in Georgia,
of which 14 had foreign capital participation. JB&nk of Georgia competes with a number of these
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banks, including TBC Bank, Liberty Bank, ProCrdgignk, VTB Georgia and Credo Bank, in respect
of the retail, micro, small- and medium-sized gmtises (MSME") and corporate sectors. Certain
international development financial institutiong atso active in direct lending to the corporatdme

In addition, both the mortgage market and the mdudtethe provision of financial services to higktn
worth individuals are highly competitive in Georgigith some competitors in the mortgage market
implementing aggressive pricing policies in ordaerdtain or build their market share.

Macroeconomic and Political Risks Related to Georgi

The Group is subject to risks associated with poét, financial and economic instability in Georgiand the
wider region.

The Group's operations are primarily located ird ambstantially all of its income is sourced fra@eorgia.
Accordingly, the Group's results of operations arel are expected to continue to be, significaatfigcted by
political, financial and economic developments madfecting Georgia and, in particular, by the legé
economic activity in Georgia and the wider regiactors such as GDP, inflation, interest and cayren
exchange rates, as well as unemployment, persotaine and corporate finance, can have a matergam
on customer demand for its products and services.

Real GDP growth in Georgia was 5% in 2019 and 4ir82018, according to Geostat. This rebound in ginow
was supported by the stronger external economidgramaent, which was reflected in increased foreign
currency remittances from Georgians working abrbdégher net exports from Georgia and increaseddore
direct investment @&DI"). Global growth has, however, been severely irgghby the COVID-19 outbreak,
with shrinking demand and damaged global supplynshd he Georgia's real GDP contracted by 6.1%-year
on-year according to preliminary Geostat estimatez020, with the COVID-19 shock reversing the treri
economic growth. Mobility restrictions, evaporatitaprism revenues and shrinking external demanc hav
constrained economic activity. This has resulteanradverse effect on the liquidity and financahdition of
customers in Georgia. In addition, rising commodgityces and imported inflation have created susthin
pressure on prices, constraining the monetaryy#biwmn adopting a further accommodating stance.ofdiog

to Geostat, average annual inflation was 5.2% iB02@bove the 3% target. Market turmoil, economic
deterioration and political instability in Georgigay cause consumer spending to decline and ha\saiah
adverse effect on Georgia's growth prospects. Wmoeand volatile global and regional economic ¢bous,
such as the unpredictability of U.S. regulatory &scial policies, the outbreak of COVID-19 and tksulting
impact on global economic conditions and travelriesons, the potential adoption of trade resioigs, the
United Kingdom's post-Brexit-related uncertaintespnomic and political instability in Turkey anelightened
geopolitical risk, could have substantial politieald macroeconomic ramifications globally, whichuldp in
turn, have a significant impact on the Georgiameaouay.

The Georgian economy is diversified, with no sigraiht dependency on a single country, although iRuss
Turkey, Azerbaijan and Armenia are significant ingdpartners. Russia is one of the largest markets
Georgian exports and imports, accounting for appnately 13.0%, 13.2% and 13.2% of Georgia's totpbets

and approximately 10.2%, 10.8% and 11.1% of Getwgodal imports in 2018, 2019 and 2020, respelstive
according to Geostat. Following a recession andeségtion in 2015 and 2016, the Russian Roublewunetied

in 2017 against the U.S. Dollar. In 2018, the Rars&touble depreciated again against the U.S. Dmojladr7.1%,
with an appreciation of 10.9% in 2019. COVID-1%itel recession risks and plunging oil prices hadetd
further depreciation in the Russian Rouble. Turepyesents the largest source of Georgian imprtgunting

for 16.1%, 17.8% and 17.6% of total imports in 202819 and 2020, respectively, according to figures
published by Geostat. Turkey's economy grew by 2182018, 0.2% in 2019 and 0.5% in the nine months
ended 30 September 2020. Adverse economic conglitiohurkey are a potential obstacle to the groofitie
Georgian economy. Azerbaijan and Armenia accouftted5.0% and 8.3%, 13.2% and 10.9% and 13.2% and
5.6% of total exports in 2018, 2019 and 2020, respely. Following its devaluation by 49.7% agaitis¢ U.S.
Dollar and 44.1% against the euro as at 31 Dece@®E3, the Azerbaijan Manat stabilised throughd@it72
2018 and 2019. The Armenian Dram also experiengestiad of stability during 2017, 2018 and 201%ihg
depreciated by 14.9% against the U.S. Dollar ingbeod between 1 October 2014 and 27 February.2015
Hostilities in Nagorno-Karabakh during 2020 contitéd to further volatility in these currencies dmalve
generally destabilised the region.
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The economic slowdowns and currency depreciati@psreenced by Georgia's main trading partners tregul
in lower exports from and remittances to Georgiamduthe period from 2014 to 2016, while the aceien

of growth in regional economies since 2017 has a@upp strong growth in exports and remittances. Of
particular note is remittance inflows from Azerbaijin 2020, increasing over 2.4 times year-on-yeaeach
U.S.$53.9 million. However, as Russia and Azerbaglapend significantly on oil prices and the widsgion

in turn depends significantly on Russia, Georgial$® exposed to oil price shocks, which affetith as an
importer of energy as well as a small open econtimay depends on regional economic conditions. Any
continued oil price volatility and/or pandemic teld restrictions, as well as any further economnscugtions

or crises in Georgia's neighbouring markets mayeewmaterial adverse effect on Georgia's econorhighw
could in turn have a material adverse effect onGhaup's business, financial condition, resultemérations
and prospects.

Regional tensions and disruptions in neighbouringamkets could have a negative effect on Georgia's
economy.

Georgia shares borders with Russia, Azerbaijan,efianand Turkey and has two breakaway territoridsinv
its borders, Abkhazia and the Tskhinvali Regiont8dDssetia. Ongoing political tensions within tlegion
have led to sporadic outbreaks of violence andtitaéning of diplomatic relations between Georgid Russia,
and in the region generally. Russia imposed samctim Georgia in 2006, and conflict between thentoes
escalated in 2008 when Russian forces crossedtéraational border and a state of war was decl&igdubugh
a French-brokered ceasefire was signed, callingh®rwithdrawal of Russian troops, Russia recogntse
independence of the breakaway regions and tenpemssst. Russia is opposed to the eastward enlargesh
NATO, including former Soviet republics such as (& Therefore, Georgia's continued progressiomtds
closer economic and political ties with the Eurapédnion and NATO may exacerbate tensions between
Georgia and Russia. Developments, such as thalirttion of a free trade regime between Georgiathad
European Union in September 2014, and the visatifagel in the European Union granted to Georgitinens
in March 2017, similarly contributed to such temsioln July 2019, the Russian President ordereanaob
direct flights to Georgia as part of the Russiatestesponse to mass anti-Russia demonstrationisilisi in
June 2019. The geopolitical relationship betweessiuand Ukraine also remains strained followirggdtisis
which began in 2013. Sanctions imposed by the dritates and the European Union against Russianaent
and there is uncertainty as to how and when th#icolbetween Russia and Ukraine will be resolveallowing
the arrest of Russian opposition activist Alexeivalay, the United States and the European Uniorogegd
new sanctions against a number of Russian officéaplifying tensions in the region.

The civil unrest which took place in Turkey duriB@16 has placed significant doubt over Turkey'sitglio
function as a stable regional trading partner feo@ia. The failed coup attempt of 2016 has laddreasingly
autocratic governance of Turkey, and in April 204mMendments to the Turkish constitution were apguidoy
voters in a referendum. The proposed constitutichahges were originally scheduled for November9201
However, in June 2018, as a result of early pasdiaiary and presidential elections, the amendmestarbe
effective. The amendments, which grant the Presitbeoader powers, transformed Turkey's system of
government from a parliamentary system into an e presidential system.

Further geopolitical disharmony in the region, mustably between Azerbaijan and Armenia (whereiterss
escalated and hostilities broke out during 202@l&ation to Nagorno-Karabakh) and among TurkeyjaSgnd
Russia, may also have an adverse impact on Geditggadowning of a Russian jet by Turkey over aatioh
of the Turkey-Syria border in November 2015 trigggka major crisis between Turkey and Russia. OM&1
2019, Turkey accused Russia and Syria of bombimgsaital in Idlib. In response, Russia imposed @aer
of economic sanctions on Turkey. These includedstispension of visa-free travel to Russia for Talrki
citizens, limits on Turkish residents and compamiesg business in Russia and restrictions on itspof
Turkish products. Although the relationship hassimormalised to a certain extent and the sanctare
lifted, Georgia's political and economic stabiliy be affected by potential deterioration in ielsg between
these two countries. In particular, tensions behwlagkey and Syria have recently escalated, witie8yroops
being backed by Russia.
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Political and governmental instability in Georgisoeld have a material adverse effect on the locabeomy
and the Group's business.

Since its independence from the former USSR in 1@orgia has experienced an ongoing and subdtantia
political transformation from a constituent repuobin a federal socialist state to an independenersign
democracy.

Georgia faces several challenges, one of whidieisieed to implement further economic and politiebdrms.
However, business and investor friendly reforms mat/continue or may be reversed or such refornds an
economic growth may be hindered as a result ofchianges affecting the continuity or stability ofstxg
reform policies, or as a result of a rejectionedbrm policies by the president, the parliamenttbers.

In October 2010, the Georgian Parliament approwethin amendments to the Constitution of Geordia (t
"Constitution") that were intended to enhance the primary gaagrauthority of the Georgian Parliament, to
increase the powers of the prime minister of Gegrgnd to limit the scope of functions of the ptest of
Georgia. The Georgian Parliament adopted certaistitational amendments further limiting the powet she
president of Georgia in March 2013. In October 284d March 2018, the Georgian Parliament made ruuser
changes to the Constitution introducing, inter ,atfze indirect election of the president by the @Gem
Parliament, a fully proportional electoral systeihth® Georgian Parliament starting from 2024, sgestatus
for agricultural land, and raising the minimum dgemembers of the Georgian Parliament and thegeas
The changes adopted in October 2017 and March 20t8ed into force in December 2018. Furthermore,
following public demonstrations in June 2019 thagdn after certain Russian officials visited theo@man
Parliament, the Government committed to switchiacatfully proportional electoral system for the @02
elections, instead of the 2024 elections. This cament was not approved by the Georgian Parlianvemth

led to protests by major political parties in GeardgAs a political consensus, which was reached wie
involvement of foreign diplomats stationed in Gearg was agreed that, for the purposes of 2026teins,

30 members of the Georgian Parliament would betlehrough a majoritarian system, while the renaji
120 members of the Georgian Parliament would becgsd through proportional representation with the
electoral threshold of 1% of the votes. Althougpadlitical consensus was reached, relevant constiiait
amendments were suspended after the Governmeare@el state of emergency on 21 March 2020 inoelat
to the spread of COVID-19. On 29 June 2020, howetlee Georgian Parliament voted to adopt the
constitutional amendments. Any further changes @orGian parliamentary, presidential or prime manrist
powers may create political disruption or politigatability or otherwise negatively affect theipohl climate

in Georgia. Parliamentary elections were held ini@e in October 2020 to elect 150 members of teerGian
Parliament, however, the results of elections ayebitted by the opposition parties. On 18 Febra2@341, the
Prime Minister, Giorgi Gakharia, resigned from pissition amid disagreements with the ruling pa&gy
political instability in Georgia may have a mateadverse effect on Georgia's economy, which couldirn
have a material adverse effect on the Group's bsssjrfinancial condition, results of operations praspects.

Uncertainties in the judicial system in Georgia, any arbitrary or inconsistent state action takem Georgia
in the future, may have a material adverse effeattbe local economy, which could, in turn, have adverse
effect on the business.

Georgia's legal framework is still developing, wgbveral fundamental civil, criminal, tax, admiredive,
financial and commercial laws having only recebi¢zome effective. The recent introduction of tegidlation
and the rapid evolution of the Georgian legal systeve resulted in ambiguities and inconsistenicigss
application, including in relation to such legigats enforceability. In addition, the court systen@eorgia is
understaffed and has been undergoing significadiorme Judges and courts in Georgia are generadly le
experienced in financial, commercial and corpolate matters than in certain other countries, paldidy in
the European Union and the United States. The taioges of the Georgian judicial system, and aegiglon
made by the Georgian courts, could have a negeftiget on the Georgian economy, which could, imtinave

a material adverse effect on the Group.

There may be challenges associated with legislabi@emonisation of the Georgian regulatory environme
with the European Union driven by the DCFTA.

On 27 June 2014, Georgia entered into the E.U. ddason Agreement and established the Deep and
Comprehensive Free Trade AreDCFTA") (effective since 1 September 2014) with the pean Union,
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which envisages bilateral trade liberalisation witie European Union with effect from 1 July 201&eT
implementation of the E.U. Association Agreemengxpected to create new business opportunitidsuadh
it may pose challenges for businesses, househnltishe state. The implementation of the E.U. Asgam
Agreement and the DCFTA may require Georgia to@uontto E.U. trade-related and sector-specific lagen,
which is expected to be challenging, especialltheareas of environmental protection and custmataty,
including product and safety information, amongeosh

Georgia has been gradually conforming its tradéslatipn to E.U. norms and practices since it bexam
member of the World Trade Organisation in 2000.d¢xample, in 2013, it introduced amendments tdetibeur
code to bring Georgian labour laws closer to commaitts under the E.U. Association Agreement and the
DCFTA. These amendments required employers to pastime, increased severance pay (from one to two
months' salary), strengthened workers' rights &dlehge employers' decisions in court, prohibitesnissal
without clear cause, and guaranteed basic worlongitons. The amendments also strengthened camopeti
laws in Georgia, which could restrict the Grougdiy to make further acquisitions in line withsigrowth
strategy. In December 2019, the Georgian Parliaegopted the Energy Law, which lays down the fotinda

for the reform of the energy sector in Georgiane Wwith the Energy Community Treaty and Europeagrgy
legislation and seeks to establish a legal framkvi@rthe generation, supply, dispatch, distribntiand trade

of electricity and water supply. These legislatilevelopments were consistent with Georgia's comemts
under the E.U. Association Agreement to alignatgdlation with the relevant E.U. norms. Certaireadments

to the personal data protection framework havela¢sm introduced to the Georgian Parliament ainariging
Georgian personal data protection standards iniiie the standards of the E.U. General Data Ptiotec
Regulation (Regulation (EU) 2016/67).

Other changes in governmental policy are expeabetijding changes in the implementation or appraafch
previously announced government initiatives. In igoid, the implementation of the E.U. Association
Agreement may place a significant burden on reguabodies, divert their resources from ongoingmeis
and slow their efficiency.

As a result of expected regulatory amendments heeae harmonisation with E.U. legislation, the Grouay
be required to adjust its policies and proceduestnply with any resulting changes in laws andilaipns.
For example, the Group has made changes to itadaontracts to reflect changes to the labour ciederibed
above. It has also made certain changes in antimipaf changes to data protection legislation. Greup
expects that there will be further changes, althatigannot predict the extent to which it may ffeaed by,
or able to comply with, any such changes. If antheSe risks materialise, they could have a matadigerse
effect on the Group's business, results of opersitiinancial condition and prospects.

Uncertainties in the tax system in Georgia may résn the imposition of tax adjustments or fines amst
the Group and there may be changes in current tawb and policies.

Tax laws have been in force in Georgia for a reddyishort period of time compared to more devetioparket
economies. This creates challenges in complying taix laws, to the extent that such tax laws adean or
subject to differing interpretations, and subjexsipanies to the risk that their attempted compéasould be
challenged by the authorities. Tax law enforcensantalso be unpredictable.

Moreover, tax laws are subject to changes and amemid, which can result in complexities for bussess A
new tax code (theT'ax Codé") came into effect on 1 January 2011. In Decena®di0, the Constitution had
been amended to prohibit the introduction of neatestvide taxes or increases in existing tax raigee( than
excise taxes) without a public referendum initidtgdhe Government (except in certain limited cmstiances).
In January 2011, the Georgian Parliament passe@tienic Law of Georgia on Economic Liberty reflagt
the same constitutional guarantee. This law has imeeffect since 31 December 2013 and will rennaieffect
for 12 years from 16 December 2018. In October 2@1& Constitution was amended to retract the prowi
prohibiting the introduction of new taxes and tagreases. The Organic Law of Georgia on Econontierty
was however also amended to guarantee that thépgia@h on new taxes and tax increases will remmaiplace
until December 2030. Differing opinions regardiing tinterpretation of various provisions of the Taade
exist both among and within governmental ministaed organisations, including the tax authoriteesating
uncertainties, inconsistencies and areas of confliowever, the Tax Code does allow for the Geordax
authorities to give advance tax rulings on taxesstaised by taxpayers. While the management dguer
(the '"Management) believes that the Group and members of the Gopgrating in Georgia are currently in

32



compliance with the tax laws, it is possible tlinet televant authorities could take differing pasis with regard
to their interpretation, which may result in tayustiments or fines. There is also a risk that theu@ could
face fines or penalties as a result of regulaataits.

In addition, tax laws and government tax policiesyrbe subject to change in the future, includingnges
resulting from a change in the Government. Se@olitical and governmental instability in Georgeauld
have a material adverse effect on the local ecormmaythe Group's businessSuch changes could include the
introduction of new taxes or an increase in therdédes applicable to the Group or its customers;iwmay, in
turn, have a material adverse effect on its busines

In May 2016, the Georgian Parliament adopted amentbrto the Tax Code which provide that an enteepri
will not be liable for the payment of corporate fiirtax until it distributes its profit to sharelddrs, or incurs
costs, or makes supplies or payments that aredubjeorporate profit tax. These amendments hapéesl

from 1 January 2017 for all entities apart fromt&@er financial institutions, including banks, crednions,
microfinance organizations and insurance busine@beschanges shall become applicable to above said
financial institutions from 1 January 2023).

Payments of interest on Notes will be exempt fromhhwlding tax and such payments of interest shatlibe
included in the gross taxable income of individdakeholders and certain legal entities, such asnoential
banks, credit unions, insurance companies, micaofie organisations and persons registered asdeaers,
until 1 January 2023, so long as the Notes aredby a Georgian resident and listed and admittéchtliing

on a "recognised stock exchange of the foreignirgurf-or these purposes, Euronext Dublin is adgeised
stock exchange of the foreign country" under Geordaw. Interest received by Georgian resident leiggties
(except commercial banks, credit unions, insuracmepanies, microfinance organisations and persons
registered as loan issuers, until 1 January 202%)le subject to taxation.

Instability or a lack of growth in the domestic ctency market may have an adverse effect on the bigraent
of Georgia's economy and, in turn, have an adveesgect on the Group.

Although the Lari is a fully convertible currendiiere is generally no market outside Georgia ferekchange
of Lari. A market exists within Georgia for the e@nsion of Lari into other currencies, but it iified in size.
According to the NBG, the total volume of commekbianks' trading turnover in the Lari-U.S. Dollardd_ari-
euro markets (including activities of the NBG) amtad to U.S.$53.6 billion and €21.7 billion in 2020
respectively, as compared to U.S.$46.1 billion €hd.8 billion, respectively, in 2019, and U.S.$2Bilion
and €8.2 billion, respectively, in 2018. Excludegivities of the NBG, the total volume of traditugnover in
the Lari-U.S. Dollar market amounted to U.S.$52lllon in 2020, as compared to U.S.$ 45.8 billion2019
and U.S.$29.2 billion in 2018 (the NBG was not\axin the euro market). According to NBG, it ha®1$3.9
billion in gross official reserves as at Decem@2@as compared to U.S.$3.5 billion as at Decer®0&® and
U.S.$3.3 billion as at December 2018. While thesenrves will be sufficient to sustain the domestizency
market in the short term, a lack of growth of thisrency market may hamper the development of G&erg
economy, which could have a material adverse effacthe businesses of the Group's customers aitsoss
various portfolio companies and, in turn, on theu@r's business, results of operations, financiatitmn and
prospects. Moreover, to the extent that U.S. Delae not available in the market, this may implaetGroup's
ability to pay amounts due under the Notes.

In addition, any lack of stability in the currenmarket may adversely affect Georgia's economy. & aers
significant instability in the Lari/U.S. Dollar elRange rate following the Russian financial cridisAagust
1998, following the conflict with Russia in 2008dafollowing the regional economic slowdown duelie fall

in oil prices in 2015. In 2015, NBG allowed the Liardepreciate by 28.5% and by a further 10.5%016, in

a measure aimed at alleviating the negative implatte economic slowdown in neighbouring countdaghe
Georgian economy. The Lari generally appreciateginsg the U.S. Dollar and other major international
currencies in the first half of 2016, primarily dicean increase in the number of tourists travgitm Georgia,
but experienced depreciation in the second ha##0df6 and in 2017 and 2018 due to negative expentati
surrounding the collapse of the Turkish Lira, and2019 due to negative expectations surroundingiRss
direct flight ban. The Lari depreciated signifidgnin 2020 as a result of the ongoing COVID-19 oatk,
which resulted in a sudden cessation and deteoarat the outlook for traditional sources of faeiexchange
inflows such as tourism revenues, remittances aartimandise exports. The NBG introduced a U.S.$400
million currency swap facility, sold U.S.$953 milfi from March 2020 up to February 2021 to proviteign
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currency liquidity and reduced the monetary potiale by 100 basis points to 8%. The NBG has corethiih
remaining active in providing foreign currency lidity and curbing Lari depreciation expectationghAugh
foreign currency reserves provide adequate covérarshort term and exchange rates against harencies
have stabilised after initial volatility, any susked depreciation in the Lari could create riskgareing the
scope of policy action.

According to information published by Geostat, ainnflation in Georgia, as measured by the avesagial
Consumer Price Index, was 2.6%, 4.9% and 5.2% 1820019 and 2020, respectively. There is no guaean
that the Georgian economy will not be further a#elcby domestic or global increases in food, corsum
products and oil prices. Deflation, while increasihe purchasing power of the Lari, could adveraéigct FDI
and profitability in the lending activities of J8ank of Georgia. On the other hand, high and sustkinflation
could lead to market instability, a financial csisa reduction in consumer purchasing power ansiaramf
consumer confidence. Any of these events couldteadleterioration in the performance of Georgatmomy
and negatively affect the Group's customers agtes@rious portfolio companies, which could, imrtuhave

a material adverse effect on the Group's busimesslts of operations, financial condition and pexss.

Risks Relating to the Notes
The Issuer is a holding company and there is a riskstructural subordination.

The Issuer is a holding company and conducts teemajority of its operations through its subsidiar The
Issuer holds (or will hold) no significant assetBen than shares of its subsidiaries, interesttsiassociates
and shareholder loans to its subsidiaries andthdsefore dependent upon the receipt of dividdros its
subsidiaries and interest income on intercompaagdas well as the divesting of its shareholditmseet its
obligations. Noteholders will be structurally suthoiated to the creditors of the Issuer's subsigsain that the
Issuer's ability to benefit from the distributiohamy assets upon the liquidation of any of itssstiaries will
be subject to the prior claims of that subsidiadjtect creditors. In addition, as of the datelwdsee Listing
Particulars, none of the Issuer's current Mat8igdsidiaries is subject to the limitation on the&tritbution of
dividends, negative pledge or debt incurrence piexviin the Terms and Conditions of the Notes. Aehese
in dividend or interest income from the Issuerisssdiaries or the insolvency or liquidation of asremore of
the Issuer's subsidiaries could adversely affeetntiarket price of the Notes without regard to tbsuér's
business, financial condition, prospects and resilbperations and the Issuer's ability to sertheeNotes.

Noteholders may face difficulties enforcing judgmisn including foreign arbitral awards, in respect the
Notes and against the Issuer.

On the basis of certain precedents establishedreygh judiciaries, it may not be possible to dffeervice of
process against the Issuer in courts outside Gaeargin a jurisdiction to which the Issuer has explicitly
submitted.

The Issuer has not submitted to the jurisdictiommy courts, but instead has agreed to resolveit#isy
arbitration in accordance with the rules and pracesl of the LCIA. Georgia is a party to the Unitéations
(New York) Convention on the Recognition and Enéonent of Foreign Arbitral Awards 1958 (théeéw York
Convention"). Therefore, an arbitration award obtained inoargry which is also a party to the New York
Convention, such as the United Kingdom, would b®reeable in Georgia, subject to compliance wité th
terms of the New York Convention and Georgian l&@ursuant to Article 45.1 of the Law of Georgia on
Arbitration (the ‘Arbitration Law "), arbitral awards against the Issuer, irrespectf the country in which
they are rendered, may not be recognised and eafolein Georgia if: (i) the party against whomakerd is
made proves before Georgian courts that: (a)  pathe arbitration at the time of entering intoabitration
agreement lacked legal authorisation or was a kmgef of support (a person lacking legal capaaityipo had
an appointed supporter in relation to issues utidearbitration agreement but did not receive @hkegupport,
or the arbitration agreement is void or set asigisyant to the law specified by the parties inahstration
agreement or, in the absence of such, based davtBeof the place where the award was made; (o)t pas
not duly informed about the appointment of an aakr or the arbitration proceedings, or was nbeotise
able to present its position or defend its intex,e@t) the arbitral tribunal issued the award @mubject matter
which was not submitted to arbitration by the prior the arbitral award goes beyond the scopleeofiaim

of the parties in the arbitration, provided thadiéicisions on matters submitted to arbitration lwaseparated
from those not so submitted, only that part of alweard which contains decisions on matters submitied
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arbitration may be recognised and enforced; (dtreposition of the arbitral tribunal or the proeeslof the
arbitration was not in accordance with the arbaratagreement, or, in the absence of such agreerient
arbitration was conducted in violation of the lavfishe place of arbitration; or (e) the arbitralead has not yet
become binding and/or has been set aside or suspérydhe courts of the state in which, or underlalwvs of
which, the award was made; or (i) the court esthbk that: (a) the subject matter of the dispteot subject

to arbitration under Georgian law; or (b) the reutign and enforcement of the award is contrarpublic
order. It may be difficult, however, to enforce itndd awards in Georgia due to a number of factmduding

the lack of experience of Georgian courts in ird@onal commercial transactions, certain procedural
irregularities and Georgian courts' inability tof@we such orders, all of which could introduceageand
unpredictability into the process of enforcing doneign arbitral award in Georgia.

The market price of the Notes may be volatile.

The market price of the Notes could be subjecignificant fluctuations in response to actual oti@pated
variations in the Issuer's operating results, d@uanticipated variations in the operating resoltthe Issuer's
competitors, adverse business developments, chémtiesregulatory environment in which the Issyserates,
changes in financial estimates by securities atsabsd actual or expected sales of a large nunilbiéotes, as
well as any other factors affecting the Issueher@roup, including economic and market conditiarGeorgia
and its neighbouring countries and, to varying degrinterest rates, currency exchange rates fation rates
in other countries, such as the United Statedyigimber States of the EU, the United Kingdom andvetiere.
In addition, in recent years, the global finanamdrkets have experienced significant price and naelu
fluctuations, which, if repeated in the future, kcbadversely affect the market price of the Notébout regard
to the Issuer's business, financial condition asdilts of operations. If an active trading marketthe Notes
develops, there can be no assurance that eve@isargia or elsewhere will not cause market votgtdr that
such volatility will not adversely affect the ligliiy or the price of the Notes or that economic amatket
conditions will not have any other adverse efféicthe Notes are traded after their initial issugnihey may
trade at a discount to their offering price, depegdipon prevailing interest rates, the market dwnilar
securities, general economic conditions, the firmondition and prospects of the Issuer or otaetors some
of which may be beyond the control of the Issuer.

The Notes are pari passu securities.

Subject to the restrictions on the incurrence débtedness set out in the Conditions, there iesiniction on
the amount of securities, which the Issuer mayessud which may rank equally in right of paymernttwihe
Notes. The issue of any such securities may retthecamount investors may recover in respect oNibtes in
certain scenarios as the incurrence of additioaht dould affect the Issuer's ability to repay @pal of, and
make payments of interest on, the Notes. This cbalee a material adverse effect on the tradingefche
Notes.

The Notes constitute unsecured obligations of tissuer.

The Issuer's obligations under the Notes will ctutst unsecured obligations of the Issuer. Accalginany
claims against the Issuer under the Notes wouldnsecured claims, which would be satisfied onlgradiny
secured creditors, if at all. The ability of theusr to pay such claims will depend upon, amongrdtrctors,
its liquidity, overall financial strength and abjlito generate asset flows.

Any change of law in England in the future may hawematerial adverse effect on the Notes.

The Terms and Conditions of the Notes are base¢deolaws of England in effect as of the date oféhgsting
Particulars. There can be no assurance as to thectnof any possible judicial decision or changéaim or
administrative practice in England after the ddtéhese Listing Particulars.

Any fluctuations in the credit ratings assigned ®eorgia, the Issuer or the Notes may cause tradinghe
Notes to be volatile and/or adversely affect theding price of the Notes.

The Notes are expected to be rated B by S&P antyBRIoody's, each with stable outlook. S&P affirmed
Georgia's long-term foreign and local currency ahdrt-term foreign and local currency sovereigrditre
ratings of BB and B, respectively, and changedbtittook from stable to negative on 26 February 2021
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Moody's is registered under the EU CRA Regulat®%P is not established in the EU and has not aghjitie
registration pursuant to the EU CRA Regulation.

The Issuer cannot be certain that a credit ratitigemain for any given period of time or that i@edit rating
will not be downgraded or withdrawn entirely by tleevant rating agency if, in its judgment, cir@iances
in the future so warrant. The Issuer has no ohbtigab inform Noteholders of any such revision, dgwade or
withdrawal. A suspension, downgrade or withdrawadray time of the credit rating assigned to Gegrtiia
Issuer or the Notes may cause trading in the Niotd®e volatile or adversely affect the trading eraf the
Notes.

The credit ratings may not reflect the potentigbatt of the risks discussed above or of any othetofs that
may affect the value of the Notes. Credit ratingsigned to the Notes do not necessarily meanlbgtére a
suitable investment. A rating is not a recommertatd buy, sell or hold securities and may be silje
revision, suspension or withdrawal at any timel®ydssigning rating organisation. Similar ratinggigferent
types of securities do not necessarily mean theegaimg. The ratings do not address the likelihthat the
principal on the Notes will be prepaid, paid onexpected final payment date or paid on any padicdate
before the Maturity Date. The ratings do not adsltee marketability of the Notes or any market @ridny
change in the credit ratings of the Notes or thads could adversely affect the price that a subs#qurchaser
will be willing to pay for the Notes. The signifisee of each rating should be analysed independeattyany
other rating.

Investors whose financial activities are denomindte a currency or currency unit other than U.S. Dlars
may receive less interest or principal than expegter no interest or principal on the Notes, as esult of
fluctuations in exchange rates or changes to exclgancontrols.

The Issuer will pay principal and interest on thetdé in U.S. Dollars. This presents certain rigkating to
currency conversions if an investor's financiahatis are denominated principally in a currencycarrency
unit (the 'Investor's Currency") other than U.S. Dollars. These include the tiskt exchange rates may
significantly change (including changes due to tiem#on of the U.S. Dollar or revaluation of thevéstor's
Currency) and the risk that authorities with juigsidn over the Issuer's or the Investor's Curramey impose
or modify exchange controls. An appreciation in\hkie of the Investor's Currency relative to th&.Wollar
would decrease (i) the Investor's Currency equintagteld on the Notes, (ii) the Investor's Curremcpivalent
value of the principal payable on the Notes anjl tfie Investor's Currency-equivalent market vadfiehe
Notes.

Changes in the value of the Investor's Curren@ive to the U.S. Dollar could be caused by a waonéfactors,
including changes to the monetary policies maiim the relevant central banks and vacillatingaied for
various currencies in the global marketplace. Assalt of COVID-19, global demand for the U.S. Bolhas
increased, causing it to appreciate against atyaofecurrencies. Additionally, in response to #monomic
fallout of COVID-19, global central banks have emdsured to bolster local economies by implementing
substantial stimulus programmes which can dranibticapact the availability of, and demand for, tegn
currencies (thus impacting foreign exchange ratasjome cases, these stimulus measures can im@ydoe
perceived to be, catalysts for future inflation,ievhcan also impact the relative present and furatae of a
currency.

Furthermore, governmental and monetary authontiag impose (as some have done in the past) exchange
controls that could adversely affect an applicaxehange rate. As a result, investors may recesgihterest
or principal than expected, or no interest or ppakton the Notes.

An investment in the Notes involves certain legavéstment considerations.

The investment activities of certain investors sw®ject to investment laws and regulations, oresgvor
regulation by certain authorities. Each potentiakstor should consult its legal advisers to detsemwhether
and to what extent (i) Notes are legal investmémtst, (i) Notes can be used by it as collateial various
types of borrowing and (iii) other restrictions &pfo its purchase or pledge of Notes. Financiatitations
should consult their legal advisers or the appegpriegulators to determine the appropriate traatiofethe
Notes under any applicable risk-based capitalroilai rules.
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Transfers of the Notes will be subject to certastrictions.

The Notes have not been and will not be registereter the U.S. Securities Act or any U.S. statergees
laws. Prospective investors may not offer or selidd, except pursuant to an exemption from, ottiargsaction
not subject to, the registration requirements @f thS. Securities Act and applicable state seesritws.
Prospective investors should read the discussiderutihe headingNotice to Prospective U.S. Investbfer
further information about these transfer restritdidt is each investor's obligation to ensure tfi@'s and sales
of the Notes within the United States and othemtwes comply with any applicable securities laws.

Investors in the Notes must rely on DTC, Eurocleand Clearstream, Luxembourg procedures.

The New Regulation S Notes will be representedssne by a New Regulation S Global Certificate wndt
be deposited with a nominee for Euroclear and Gtezam, Luxembourg. Except in the circumstancesrbes
in the relevant Regulation S Global Certificategstors will not be entitled to receive Notes ifirdgve form.
Euroclear and Clearstream, Luxembourg will mainteenords of the beneficial interests in the relévan
Regulation S Global Certificate. While the Notege aepresented by the Regulation S Global Certdicat
investors will be able to trade their beneficidkimests only through Euroclear and Clearstreameinipourg.

The New Rule 144A Notes will be represented onadsyia New Rule 144A Global Certificate that wid b
deposited with a nominee for DTC. Except in thewinstances described in the relevant Rule 144Adblob
Certificate, investors will not be entitled to reeNotes in definitive form. DTC and its directcamdirect
participants will maintain records of the benefiamerests in the relevant Rule 144A Global Ceraife. While
the Notes are represented by the Rule 144A GlobstifiCate, investors will be able to trade theanleficial
interests only through DTC and its direct and iedirparticipants, including Euroclear and Cleasstre
Luxembourg.

While the Notes are represented by the Global f@exties, the Issuer will discharge its payment gdtion
under the Notes by making payments through theaateclearing systems. A holder of a beneficiadiast in
a Global Certificate must rely on the procedurethefrelevant clearing system and its participémigceive
payments under the Notes. The Issuer has no rabpioy®r liability for the records relating to,rgpayments
made in respect of, beneficial interests in anyb@lcCertificate. Holders of beneficial interestsairGlobal
Certificate will not have a direct right to voteriespect of the Notes. Instead, such holders wilpérmitted to
act only to the extent that they are enabled byréhevant clearing system and its participants gpoant
appropriate proxies.

The Terms and Conditions of the Notes may be medifor waivers for breaches of the Terms and
Conditions of the Notes may be given in the future.

The Terms and Conditions of the Notes contain @ioms for calling meetings of Noteholders to coesid
matters affecting their interests generally. Thasisions permit defined majorities to bind alltdoolders,
including Noteholders who did not attend and vdtéha relevant meeting and Noteholders who voted in
manner contrary to the majority.

There may not be an active trading market for thetds.

There can be no assurance that an active tradiriebfar the Notes will develop, or, if one doewvelep, that
it will be maintained. If an active trading market the Notes does not develop or is not maintagitieglmarket
or trading price and liquidity of the Notes maydmversely affected by a number of factors, someto€h
may be beyond the control of the Issuer. Furtheegr@ithough certain anchor or other investors maghase
and hold Notes as part of the initial issuanceglean be no assurance that any anchor or othestorwill be
granted any particular allocation of Notes. Sgeldscription and Sale—Other Investoikthe Notes are traded
after their initial issuance, they may trade atsaalint to their initial offering price, dependingon prevailing
interest rates, the market for similar securitggsneral economic conditions and the financial domdiand
prospects of the Issuer.

The Notes may be impacted by further issuancesezisities unless issued in a qualified reopening.

The Issuer may create and issue further secuhegg the same terms and conditions as the Noted i
respects (or in all respects except the issue,gssee date, and/or first payment of interesthamt (as is the
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case with the New Notes)), and so that such furisere is consolidated and forms a single serigsthe Notes
or upon such other terms as the Issuer may deterawitihe time of their issue. Additional securitiessy not be
fungible for U.S. federal income tax purposes untégy are issued in a "qualified reopening" ofiis@ance
of the original Notes (within the meaning of theobgable U.S. Treasury Regulations). Whether tsaasce
of additional securities is a "qualified reopening!l depend on certain factors, such as the iateafter the
original offering, the yield of the outstanding Mstat that time (based on their fair market valwbpgther the
additional debt securities would otherwise be idswuigh original issue discount, and whether anystariding
Notes are publicly traded or quoted at the timassuance of the additional securities is not aallgad
reopening”, the additional securities may haveigigssue discount. If such additional securitiase original
issue discount, that may adversely affect the ntavkkie of the outstanding Notes unless the aduitio
securities can be distinguished from the Notes.
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FORWARD LOOKING STATEMENTS

These Listing Particulars include statements that @ may be deemed to be, "forward-looking statasy.
These forward-looking statements can be identhiethe use of forward-looking terminology such laslieve”,
"expects”, "may", "will", "could", "should", "shall "risk", "intends", "estimates", "aims", "plans‘predicts",
"continues”, "assumes"”, "positioned" or "anticigdt®r the negative thereof, other variations thereo
comparable terminology. All statements other thttesnents of historical facts included in thesetihgs
Particulars are forward-looking statements. Thepeap in a number of places throughout these Listing
Particulars, involve known and unknown risks andarstainties, many of which are beyond the Grougp'grol
and all of which are based on Management's intesitioeliefs or current expectations concerning,ragrather
things, the results of operations, financial cdodit prospects, growth, strategies, and dividern@ypof the
Group and the industry in which it operates andgéeeral economic outlook. In particular, the stegets
under the heading®Risk Factor$, "Description of Busine§snd 'Operating and Financial Reviéwegarding
the Issuer's strategy and other future eventsampgicts are forward-looking statements.

These forward-looking statements and other statenoemtained in these Listing Particulars regardagters
that are not historical facts involve predictiohd assurance can be given that such future resilltde
achieved as a result of risks and uncertaintiaadeabe Group. Such risks and uncertainties coalgse actual
results to vary materially from the future resuhslicated, expressed, or implied in such forwarmkiog
statements. Such forward-looking statements coathiimthese Listing Particulars speak only as efdte of
these Listing Particulars. The Issuer and the IMadager expressly disclaim any obligation or uraleny to
publicly update or revise these forward-lookingestaents contained in the Listing Particulars téefany
change in their underlying expectations, new infation or any change in events, conditions, or orstances
on which such statements are based unless redqaidmlso by Euronext Dublin or applicable law.

In light of these risks, uncertainties and assuomsti the forward-looking events and/or circumstarntiscussed
in these Listing Particulars might not occur or nagur in a materially different manner or timetabhan
indicated.

The contents of these sections relating to foraolting statements are not intended to qualifystia¢ements
made as to sufficiency of working capital in thessting Particulars.
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ENFORCEABILITY OF FOREIGN JUDGMENTS AND ARBITRAL AW ARDS

The Issuer is a joint stock company incorporatedeuthe Law of Georgia on Entrepreneurs dated 28l@c
1994. A substantial portion of the assets of tseids and most of the Management and the ISsuextsigxe
officers reside outside the United Kingdom anduimged States and all of the assets of the Grodpoasuch
persons are located outside of the United StatésrenUnited Kingdom. The Issuer has not submitbeithe
jurisdiction of any courts, but instead has agteee@solve disputes by arbitration in accordandé e rules
and procedures of the LCIA. Georgia is a partyhtolew York Convention. Therefore, an arbitratioraed

obtained in a country which is also a party toleev York Convention, such as the United Kingdomuido
be enforceable in Georgia, subject to compliantk thie terms of the New York Convention and Geardpav.

Pursuant to Article 45.1 of the Arbitration Lawbdral awards against the Issuer, irrespectivdefdountry in
which they are rendered, may not be recognisecafuiceable in Georgia if:

(i) the party against whom the award is made privetsre Georgian courts that:

(&) a party to the arbitration at the time of engrinto an arbitration agreement lacked legal
authorisation or was a beneficiary of support (es@e lacking legal capacity) who had an
appointed supporter in relation to issues underthération agreement but did not receive
any relevant support, or the arbitration agreenmemnbid or set aside pursuant to the law
specified by the parties in the arbitration agre@nee, in the absence of such, based on the
laws of the place where the award was made;

(b) a party was not duly informed about the appoerit of an arbitrator or the arbitration
proceedings, or was not otherwise able to preseposition or defend its interests;

(c) the arbitral tribunal issued the award on ajemtbmatter which was not submitted to
arbitration by the parties or the arbitral awardggbeyond the scope of the claim of the parties
in the arbitration, provided that if decisions omtters submitted to arbitration can be
separated from those not so submitted, only thatgbdhe award which contains decisions
on matters submitted to arbitration may be recaghand enforced;

(d) the composition of the arbitral tribunal or tpeocedure of the arbitration was not in
accordance with the arbitration agreement, or,he &bsence of such agreement, the
arbitration was conducted in violation of the lanfghe place of arbitration; or

(e) the arbitral award has not yet become bindimij@ has been set aside or suspended by the
courts of the state in which, or under the laws/bich, the award was made; or

(i) the court establishes that:
(@) the subject matter of the dispute is not suligearbitration under Georgian law; or
(b) the recognition and enforcement of the awabrgrary to public order.

It may be difficult, however, to enforce arbitratards in Georgia due to a number of factors, inolgithe lack

of experience of Georgian courts in internationammercial and/or financial transactions and certain
procedural irregularities, all of which could intikce delay and unpredictability into the proceserdgbrcing
any foreign arbitral award in Georgia.

The Issuer has appointed an agent for service afegs in England; however, it may not be possibte f
investors to effect service of process within theitéd States or the United Kingdom on the directond
executive officers of the Issuer or enforce judgmmagainst such persons or the Issuer. In additiothe basis
of certain precedents established by foreign jadies, it may not be possible to effect servicgrotess against
the Issuer in courts outside Georgia or in a jictgmh to which the Issuer has not explicitly sutied. See
"Risk Factors—Risks Relating to the Notes—Notel®loeay face difficulties enforcing judgments inahgdi
foreign arbitral awards, in respect of the Noteslamgainst the Issuér
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PRESENTATION OF FINANCIAL AND CERTAIN OTHER INFORMA TION
Financial Statements

The audited consolidated financial statements ef@Gnoup as at and for the year ended 31 Deceml2& 20
(which include comparative information as at andtfe year ended 31 December 2019) (2@20 Audited
Financial Statements) and the audited consolidated financial statemehthe Group as at and for the year
ended 31 December 2019 (which include comparatif@mation as at and for the year ended 31 December
2018) (the 2019 Audited Financial Statementsand, together with the 2020 Audited Financialt&taents,

the 'Financial Statements) included in these Listing Particulars have bpegpared in accordance with IFRS
issued by the International Accounting Standardar8dthe TASB"), including all International Accounting
Standards and Interpretations issued by the IASBtha International Financial Reporting Interprietas
Committee of the IASB that are relevant to the @tewperations.

Basis of Preparation

On 31 December 2019, the Group concluded thattitimeedefinition of "investment entity" as definedFRS
10. As per IFRS 10, an investment entity is antiiat:

» obtains funds from one or more investors for thgpse of providing those investor(s) with investinen
management services;

e commits to its investor(s) that its business puepissto invest funds solely for returns from capita
appreciation, investment income, or both; and

* measures and evaluates the performance of suladitaati of its investments on a fair value basis.

According to IFRS 10, an investment entity shatlecansolidate its subsidiaries or apply IFRS 3 wihebtains
control of another entity. Instead, an investmenityeshall measure an investment in a subsidiafgiavalue
through profit or loss in accordance with IFRS 9.

The Financial Statements consolidate the Grouisidiaries up to 31 December 2019. As at that dhte,
Group's subsidiaries were de-consolidated, andyresed as investments in subsidiaries at theivilue as at
31 December 2019. As a result, the Group recordgdrafrom the change to investment entity stafuSkL
589 million in the income statement in 2019, repntmg the difference between: (a) the previousyosy
amount of the subsidiaries, and (b) the fair valiiie subsidiaries.

The Group's results of operations for the year @éid3deDecember 2020, therefore, reflect changdseivalue
of the Group's subsidiaries directly on the incatagement under the line item "profit/(losses) mrestments
at fair value". By contrast, the Group's result®pérations for the years ended 31 December 20d 2613
reflect the consolidated results of operationdef®roup's subsidiaries.

Further details on the financial impact of the g®in investment entity status and the underlyiggiicant
judgments are provided in Notes 3, 4 and 20 t@@028 Audited Financial Statements.

Non-IFRS Measures

These Listing Particulars include certain financr@asures that are not measures of performanc#isaléc
defined by IFRS.

EBITDA is defined as profit for the year less inatax expense, net non-recurring items, intergstiese, net
foreign currency loss and depreciation and amaitisdess gain from change in investment entitytusta
interest income based on the effective interest(ftBIR ") method, net realised gains from investment seesar
measured at FVOCI, net gains from investment skesrmeasured at FVPL, dividend income and share in
profit of associates. EBITDA is derived from then&mcial Statements. In addition, the Listing Patécs
include EBITDA attributable to the operating segtsesf the Group, as presented in Note 6 to the 2Qtited
Financial Statements. EBITDA attributable to themting segments is not presented in the same masne
consolidated EBITDA, as it is not adjusted for efiations of intercompany balances and transactassvell

as reconciling items arising from different clagsifion of certain assets and liabilities at theeleof the
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operating segment and the level of the consolidétemhcial statements. EBITDA margin is calculated
dividing EBITDA by revenue EBITDA Margin ").

Internal rate of return [RR") is defined as a metric used to estimate theitptofity of potential and actual
investments or projects. IRR is a discount raté iekes the net present value of all cash flowsfaoproject
equal to zero.

Return on average equityROAE") is defined as profit for the period attributalbbeshareholders divided by
average total equity of the period attributablshareholders (calculated as the sum of total eatitiie start
and at the end of the relevant period, dividedwny)t

Total capitalisation is defined as the sum of dsdaturities issued, share capital, additional paidapital,
treasury shares, other reserves and retained garnin

Net debt is defined as borrowings and debt seearisisued less liquid assets and loans issued.

Liquid assets is defined as the sum of cash and egsivalents, amounts due from credit institutiansl
marketable securities.

LTV is defined as the sum of borrowings, debt skiesrissued, guarantees issued and commitments fro
financial institutions minus liquid assets anddiparty loans divided by asset portfolio, wherestaportfolio”
is defined as the sum of equity investments atvine and loans issued to portfolio companies.

The Group has presented these measures in thisnéotbecause Management uses them as tools tonmeasu
the Group's operational performance and the philfiiya of its operations. Prospective investors douse
caution when reviewing any of these measures aratoeilation thereof and should not consider timesasures

as absolute measures of the Group's financial pedioce or liquidity, as alternatives to operatingfip net
income or any other performance measures deriveddnrdance with IFRS, or as alternatives to chsh f
from operating activities as a measure of the Gsopprformance, or consider it to be comparablether
companies' calculations with the same or similéesti In addition, these measures should not be inséead

of, or considered as an alternative to, the Fird8tiatements under IFRS.

These measures are not uniformly or legally defimedsures and are not recognised under IFRS arthey
generally accepted accounting principles. The Grsupot presenting them as measures of its finhncia
performance. Each of these measures has impontatdations as an analytical tool and prospectiweestors
should not consider any of them in isolation oaasibstitute for analysis of the Group's resultsparations.
Management considers these measures to be importicstors of its representative recurring opersi

Market, Industry and Economic Information

Georgian macroeconomic data was principally obthinem the Geostat, the NBG, the Ministry of Finarod
Georgia, the Georgian National Tourism Administratithe National Centre for Disease Control andliPub
Health (the NCDC"), the ISSSG, ESCO, the Turkish Energy Excharge]¥MF and the World Bank. Unless
otherwise noted, the source of all macroeconomia dapearing in these Listing Particulars is Geo3tae
Issuer accepts responsibility for having accurateproduced information obtained from third partesd, so
far as the Group is aware and have been able éotascfrom information published by those thirdtms, no
facts have been omitted which would render theodpeed information inaccurate or misleading.
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USE OF PROCEEDS
The net proceeds to be received by the Issuer tharissuance of the New Notes (after the deduatfon
management, underwriting and selling fees, and dssioms and listing fees, but before the deduatiasther
expenses) are expected to be approximately U.S $6dlion.
The Issuer intends to use the net proceeds fromfteeng as follows:

. approximately U.S.$35.0 million will be used to €ueapital allocations to the Group's portfolio
companies; and

. approximately U.S.$29.5 million will be used forngeal corporate purposes, of which the Issuer
intends to retain U.S.$12.0 million in cash, defspsiash equivalents and other temporary invessnent
as a liquidity buffer for such time as it deemsrappiate for prudential management purposes.
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CAPITALISATION AND INDEBTEDNESS

The table below sets out the capitalisation andbietiness of the Group as at 31 December 2020ezrioklen
extracted without material adjustment from the Roial Statements.

As at 31 December
2020

(GEL millions)

Indebtedness

DEDt SECUNEIES ISSUBT ... .eeeiiiiiiiiiii sttt e e et e e e e e e e e e e e e e e e e aaa e e e e e e e s s e e e e s aannaees 980.9
Equity 2,213.3
SNArE CAPILAl ....ceiiieeeeeiee e e e e e 13.4
Additional paid-in CaPItAl............coviiitiemmmee e 634.2
TrEASUINY SNAIES ...ceiieieiiiiiiee it e e e e e ettt e e e ettt et ettt e e e e e e e e e e e aanan e eeeeeeaeeeessnnnnnnnnn s (0.9)
OtNET TESEIVES ...ttt ettt e e e ettt e st e e e e e et e aaaaa e aeeeeeeeeeeasasnnnnn s (0.7)
R E =Tl aT=To =TT ] 0o LSRR 1,567.3
QI c= U or= T o = LT Ui o o FO OSSPSR 3,194.2

Since 31 December 2020, there has been no matkaage in the Group's capitalisation and indebtesdother
than the issuance of the New Notes and the apipiicat the proceeds as described in these Listargdalars.
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SELECTED CONSOLIDATED FINANCIAL AND OPERATING INFOR MATION

The selected financial information presented bélag/been extracted from the Financial Statemetis basis

of preparation of the Group's financial statemectianged effective 31 December 2019, the date arhwhe
Group concluded that it met the definition of "igtment entity" as defined in IFRS 10. As of 31 Dbz
2019, the Group's subsidiaries were de-consolidatatirecognised as investments in subsidiarieseit fair
value. Therefore, for purposes of the financiabinfation presented as at 31 December 2020 and 204.9
statement of financial position information) and flee year ended 31 December 2020 (i.e. incomersigt
information), the Group's investments in its suilasids are measured at fair value, whereas for sgs of
the financial information presented as at 31 Decenf2018 (i.e. statement of financial position imhation)
and for the years ended 31 December 2019 and 2D&8ificome statement information), the Group's
subsidiaries are consolidated. See "Presentatidar@dncial and Certain Other Information”. For thegason,
the statement of financial position informationas31 December 2020 and 2019 and the income stateme
information for the year ended 31 December 2020thenone hand, and the statement of financial osit
information as at 31 December 2018 and the inca@@ment information for the years ended 31 Decembe
2019 and 2018, on the other hand, is presentedratgha below.

Consolidated Income Statement Information

Year ended 31
December 2020

(GEL millions)

Gains/(Losses) on investments at fair ValUB..cccc..ooviiiieeiiiiiiiiee e 451.2
Listed EqUIty INVESIMENES ............couui e eeee et e et e e etieeeteeeaeeeaeeeeae e eenaeeeaeeaaeas (261.5)
Private INVESIMENTS ........iiiiiieiiiieieiieeiee s e st et ettt et e e ssae e et e e eneeesnseeaseee e 712.7

(D3 T [=TgTo B 1 ot oy T SR OPRR 29.9

Other INTEIrESE INCOME ....eiiiiiiie sttt et e e et e e e te e e e e enneeeesneeeeenneeas 15.0

Interest income at effective interest rate method.............cccoc . 5.0

Net losses from investment securities measuregira¢dlue through profit or loss.................. (0.6)

Net realised losses from investment securities oredsat fair value through other (1.7)

COMPIENENSIVE INCOMIE ....ciiiiiiiiiiiiie s s et e e e e e e e e et e eaa et e e e e e e eeeesanaaa s saaeeaeeeeeeeenees

OtNEI INCOME ...ttt ettt e ettt e st e e s st e e e st e e enteeaemnseesnseeanseeenseeenreneas 0.4

GroSS INVESIMENT PrOfit.....uuiiiiiiiiiiiiie e ee e e e st e e e e e e et e e e e e s e eabbaeeeeaeeas 499.2

AAMINISIALIVE XPENSES.......ccviietieeitieeeteeeeteeeeteeeetteeeteeeteeeeteeaette e et eeeesseeaeseeeeseeesseeeas 4.7)

Salaries and other employee DENEfitS ... coeeoeeeiiiiiiii i (19.1)

Depreciation and aMOItISALION .............cceeeeerreiieeieeeeteeeteeeeeeteeeeeeeeeeeeeseee e eereeereeareeas (0.6)

INEEIESE EXPEINSE. ... veiiueieeetiee et ee oo e et e et e e et e e eateeenteeenteeeeaseeeenteeesteeeeseeesnteeanes (61.5)

Profit before provisions, foreign exchange and nomecurring items ..............cccceeeeeveen.nne. 413.3

EXPECLEA Credit [0SSES ......oeiuveiieeie et ettt ettt e e e et e e et e e e eae e e et e e enaeeenteeenaeeas (0.1)

Net fOreign CUIMENCY [0SS .......eeiviieieisceeeem ettt ettt e e e eateeeaeeeaee e (89.9)

NON-TECUITING EXPENSE ... .vveeeveeeureeeetiemmeeeeeteeeteeeeteeeeteeeesteeeteeanteeasseaeanseeereeaeseeaaseas (3.4)

Profit Defore INCOME tAXES.........ciiieiii ettt eree e 319.9

TaTeto] g gL v= VPP PPPT -

PrOfit fOF tNE YA .....cviiiieieiee ettt e e ens 319.9

Year ended 31 December
2019 2018
(GEL millions)

REVENUE ... et eaans 1,473.4 1,283.0

COSE OF SAIES ...vveveeee e eee e eee oo ee e e e e e e e e e et e et e e e e e s ereeeenens (883.0) (789.9)

GrOSS PrOfit ... e 590.4 493.1

Salaries and other employee benefits ......cocce i, (174.8) 136.8)

AdMINISTratiVe EXPENSES .. ..cuuiii it e et eeees ) (105.7)

Other Operating EXPENSES........ciiieie e ceeceemme et e et eeeeei e e e eaea e ax (11.3)



Expected credit loss/impairment charge on finargsakets ..................... (11.4) (10.6)
Impairment charge on insurance premium receivablégr assets and
PROVISIONS ...ttt ae e e et s et et n e s e eneen, (1.2) (2.2)
E B T DA e 279.0 227.5
Share in profit Of ASSOCIALES .........uuu i 30. 0.2
DIVIdENd INCOME .....ciiiiiiiiiiii e 25.0 23.9
Depreciation and amortiSation ..............cceeeeeiiiieeeeeeeecceeeee e (110.1 (66.4)
Net foreign CUMTENCY l0SS......cciiiiiiiiiviceemmm et e e e e e e e e e e e eeeenes 1(9) (37.6)
Net gains from investment securities measurediavddue through
PrOfit OF I0SS .. uutiiiiiiiiiei et ceeem e e e e e e e e e e eesans 1.7 -
Net realised gains from investment securities nrealsat fair value
through other comprehensive iNCOMe........ccccoeeeeiiiiviiiiicciie e, 1.2 -
Interest income at effective interest rate method...............ccccccooeen. 30.7 23.2
INEEIESt EXPENSE. ...t s e e e e et eee e e e e e e e e e eeen e (150.4) (96.9)
Net operating income before non-recurring items..........ccccceeeeeeeeeenn. 35.5 73.9
NEt NON-TECUITING IEEMIS .. uutuiiii it e e ee e s s e e e e e e e e e eeeeeratte s s e aeeeeaeeeeeens AP (29.5)
Gain from change in investment entity Status...............ccccoeveeveenenne.. 588.8 -
Profit before inCOmMe taxX eXPENSE......ccovvveeiiiiiiiiiiiieee e 616.1 44.4
INCOME tAX EXPENSE ... eesee e emem e et eeses s eeeee s e eee e s e eeennas (4.6) (3.6)
Profit fOr thE YEAI ......vecveiveiee ettt 611.5 40.8
Consolidated Statement of Financial Position Information
As at 31 December
2020 2019
(GEL millions)
Assets
Cash and cash equUIVaIENTS ...............oscommmmmm e e e e 117.0 117.2
Amounts due from credit INSHULIONS .........ceeemiieeiiiiiiiiieeee 42.7 -
Marketable SECUIIES. ........cciiiiiiieieeeeeiie e 134 62.5
ACCOUNLS FECEIVADIE ...t 0.1 1.2
PrEPAYMENTS. ... uviiiiiiiee e ettt e et e e et te e e e et e e e eaateeeeaeeas 0.6 0.4
LOANS ISSUET ....veeeeiiiieeiiiie e et e e emeeeeeie e et e e et e e e st e e snaeeeeanneeeenes 109.0 151.9
Property and eqQUIPMENT..............coouue o veeeeereeeeeeiteeeeenreeeeereeeeenns 0.4 0.5
INEANGIDIE ASSELS ......vviiiiiiie et e 0.1 0.1
OthEr @SSEES....eiiviieiiiieetie ettt e et e srt e e e rteeetaeesbaeaeneeenneeesnmnens 6.0 6.5
Equity investments at fair VAlUE............ccceceereverieeeeeeeeeeeeeeeee e, 2,907.7 2,251.5
L1 U= Y=Y (TSP SPRTR 3,197.0 2,591.8
Liabilities
ACCOUNLS PAYADIE ......vviiiiiiiii e 0.5 1.3
DEDL SECUNEIES ..nvveieeiiii ettt 980.9 826.0
Oher lIADIItIES .......veeceeieeeei e 2.3 6.3
Total HADINTIES ....vvveeeiiiiiiiii e 983.7 833.6
Equity
Share Capital ........eeiiiiiiiiiiie et 13.4 12.4
Additional paid-in capital ..............cuvvieccmeiiiiiie e 634.2 499.4
TIEASUIY SNAIES .....vveiiuiieeiee et et e et ete e eae e et e et e e eaaeeenteeenaeeas (0.9) (1.0)
ONEI TESEIVES ...ttt ceemmme e te ettt e st e st e s e snne e (0.7) -
REtAINEA CAMINGS ... vt s et eee e en e ee e e en s 1,567.3 1,247.4
TOUAI @OUILY ...ttt e et e e et en et 2,213.3 1,758.2
Total liabilities AN EQUILY .............oveeeeeeeeeeeeeeeeereeeeseeseseeeeseeseeeeees 3,197.0 2,591.8




As at 31 December
2018

(GEL millions)

Assets

Cash and cash eqUIVAIENTES ................cuuummenreeeeeeeeeiiiie e e e e e eeiire e e e e e e setvnreeaeeaeeeeeaes 253.3
Amounts due from credit INSHIULIONS .........ccceeiiieiiiie e e 40.3
Marketable SECUNLIES. ..........eeeiiiie e ceeeeee et e e et 71.¢
ACCOUNLS TECEIVADIE ......ueiiiiiiiii ettt e e et e e eabee e 170.2
Insurance premiums receivable.............eeeeeeii i 57.8
INMVENEOTIES ..ottt ettt e et e ettt e e et e e e et e e e e etae e e e areaeeesabeeeesseeaeeanes 276.2
INVESTMENT PIrOPEITIES ..veiiieiiiiiiiiiee e e e ereee e e e eectb et e e e e et e e e e e e e et b e e e e e e aeesesnbaaaeeeeaans 151.2
PrEPAYIMENTS. ... utiiieitie e ettt e e e et emmeeee e ettt e e et e e e e etbe e e e etbe e e e eabeeee e nneeesesstaeeesnsreeas 117.8
INCOME TAX ASSELS ...vviiiiiiiieeieiiee e et eecmee e e e e ettt e e e ettt e e e et e e e seabeeeeeabaeeaeesnsbeeeessteeee e 2.4
Property and @QUIPIMENT...............oouue e seeeeeeteeeeeetteeeaeteeeeeeteeeesesssneaeessseeeesnnes 1,573.6
LOBNS ISSUBT ....civviiiiiee ettt e e emeee et sttt e e e e s ettt e e e e e s e e ab b e e e e e e e s eeanntbeeeeeesaannreees 150.3
GOOUWIIL....c.eee ettt ettt e e ettt e e e et eee e et be e e e erae e e e enneeas 142.1
INTANGIDIE ASSELS ... uuiiiiiiiiiiiiiie e eeeee et e et rr e e e e e et braee e s 51.5
ORI BSSBES. .. .viiiiitiii e ettt e et s e+ et e e e ettt e e e et ae e e e etbe e e e eabeeeeaetbeeeessbeeeesnreeas 101.3
Equity investments at fair VAlUE............ccceeeiiivieiiiiie et 457.%
Assets of disposal groups held for sale.......ccceiiiiiiiiiiiiiiiiiee e -
TOLAl ASSEIS .. i iiitiee ettt e ettt et e e e e e et be e e e et e e e et e e e et r e e e ebeeeaeeanaraaean 3,617.3
Liabilities

ACCOUNTS PAYADIE ...ttt ettt e et e e e eaae e e 143.1
Insurance contracts lHADIlIIES.............cuueeeeeeiie e 68.2
Income tax liabilities 11
DEfEITEA INCOME. ... .uiiiitiii ettt e et e ettt e e et e et e e et e e e eene e e e eeabeeeens 62.3
BOMTOWINTS ..ttt ettt e et e ettt e e ettt e e e et e e e et e e e e etaeeeeeabeeeeeabeeeeeennaeaeasbeeeaasreeas 764.4
DEDt SECUNEIES ISSUB ... ..eiiiiviei et s e ettt e ettt e e ettt e e et e e et e e e eenn e e e eesbeee e e 916.4
Other ADIlItIES ..........veeeiiiie ettt e et e e e eaae e 235.2
Liabilities of disposal groups held for SAIE . ivvveveriiiiiiiiiiieeiieiiiee e -
Total HADINTIES .....eeiiviiee ettt ettt aneeas 2,190.7
Equity

SNArE CAPILAL ..eiiieiieie ettt ee et ettt e e et e e e et e e e eae e e e e etae e e eabeaeaas 11.5
Additional paid-in Capital .............cuiiiiceee e 498.8
=T S0 ] = L= (0.6)
OUNEI TESEIVES ...ttt e et eemmt e e e ettt e e e ettt e e et e e e e eate e e e eateeeeaeaetbeeeesabeeeeeares 497.4
REtAINEA BAMINGS ......vviiiiitiiee it et e eetee e e e ettt e e e et ee e e et e e e e etteeeeeesbeeeessreeee e 90.5
Total equity attributable to the shareholder of JSCGeorgia Capital........................ 1,097.6
NON-CONErOIlING INTEIESES ... .vveiiiiie e eeiieeete ettt e et e e e e e e e e earee e 329.0
TOLAL EQUILY ©.eeveeeeie ettt ettt e ettt e e et e e et e e et e e eteeeeaee e tnneenraeans 1,426.6

Non-IFRS Measures

In these Listing Particulars, EBITDA Margin, nebtldiquid assets and market value leverage aisepted.
These measures are not uniformly or legally defmedsures and are not recognised under IFRS athery
generally accepted accounting principles. S&@s$entation of Financial and Certain Other Inforina—
Non-IFRS Measurés
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EBITDA Margin

Year ended 31 December
2019 2018

(GEL millions)

EBIT DA oottt et aaeaaaaaas 279.0 227.5
REVENUE ... ..o 1,473.4 1,283.0
EBITDA MarQin ...cceveeiiiiiiieeeeee et a e e e e aaaaes 18.9% 17.7%
Net debt
As at 31 December
2020 2019
(GEL millions)
Debt SECUNtIES ISSUBM ............cooi i 980.9 826.0
Less:
Cash and cash equUIVaIENTS ................scommmmmm e e e e 107. 117.2
Amounts due from credit iINSttUtioNS ........ccoeecvvieeiiiii e, 42.7
Marketable SECUNILIES. .........oceiiiii et 13.4 62.5
LOBNS ISSUET ....veeeiereieeieteieeseitee e s eeeeeente e e s ette e e s sttt e e s sataesssneeeesesbeeesaens 109.0 151.9
NEE AEDE ...ttt ettt e e 698.8 4944

Liquid assets

As at 31 December

2020 2019
(GEL millions)
Cash and cash equUIVaIENTS ...............oscommmemm e e e e 107. 117.2
Amounts due from credit iNSHIUtIONS ........oceeemiiieiiiiiiii e, 42.7
Marketable SECUNLIES. ..........eoveeeeeeeeee e e 13.4 62.5
Lo UTTe o YoE:Y=Y £SO 173.1 179.7
Market value leverage
2020 2019
(GEL millions)
Debt SECUNLIES ISSUBT ........uvvieiiee ittt eeeettte e e e e e etiraee e e e e 980.9 826.0
Less:
Cash and cash equUIVaIENTS ...............oscommmemm e e e e e 107. 117.2
Amounts due from credit iNSHIUtIONS .........ceeriieiiiiiii e, 42.7
Marketable SECUILIES. ..........cvviiiiiieeee e 13.4 62.5
LOANS ISSUET ...t et ettt ettt e et e et e e eaeeeenae e e 109.0 151.9
=Tl (=Y o | OO RR O USROS 698.8 494.4
Plus:
Loans issued to portfolio COMPANIES.........oummmeeeniiiieeeeeeeeeeieninnnns 109.0 117.5
GUATANTEES ISSUBH ......ccvveeeeeeieeee e ceemeeeme e eteeete et eaeeeaeeereeans 74.4 59.4
882.2 671.3
Divided by sum of:
Equity investments at fair value ............ccccceiiiiiiii, 2,907.7 2%



Loans issued to portfolio companies.........o.cveeeceeecieeereeenne. 109.0 117.5
3,016.7 2,369.0
Market value leverage (LTV).....cooovviiiviiiiiiiiiiieeeeeeeeeeeviiiie e e e e eeeaees 29% 28%
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OPERATING AND FINANCIAL REVIEW

The following discussion and analysis of the cadatéd financial condition and results of operatoof the
Group covers the years ended 31 December 2020, @0d2018. Unless otherwise specified, the findncia
information for the periods presented in this dssian has been extracted from the Financial Statésnd his
section should be read in conjunction with the Ficial Statements and the notes thereto and the tittamcial
information included elsewhere in these Listingtfeaitars.

The basis of preparation of the Group's financtataments changed effective 31 December 2019 atlesod
which the Group concluded that it met the definitaf "investment entity" as defined in IFRS 10.aA81
December 2019, the Group's subsidiaries were dedalatated and recognised as investments in subsdia
at their fair value. Therefore, for purposes of fimancial information presented as at 31 Decen@20 and
2019 (i.e. statement of financial position inforroa) and for the year ended 31 December 2020 ificame
statement information), the Group's investmentgsirsubsidiaries are measured at fair value, wheréa
purposes of the financial information presentecat81 December 2018 (i.e. statement of financiaitmm
information) and for the years ended 31 Decembdr92and 2018 (i.e. income statement informatiorg, th
Group's subsidiaries are consolidated. See "—Bafsieparation” below for further detail. Since timeome
statement information for the year ended 31 DeceriB20, on the one hand, and for the years ended 31
December 2019 and 2018, on the other hand, isooparable, the Group's results of operations fer year
ended 31 December 2020 are discussed on a stand-dasis (i.e. not in comparison with the results o
operations for the year ended 31 December 2019).

Certain information contained in the discussion amlysis set forth below and elsewhere in thesérig
Particulars includes "forward-looking statementsSuch forward-looking statements are subject tosrisk
uncertainties and other factors which could caustual results to differ materially from those exgsed or
implied by such forward-looking statements. Sees#otions entitled "Risk Factors" and "Forward-Louk
Statements".

Overview

The Group is a platform for buying, building andvel®ping businesses in Georgia. The Group's primary
business is to develop or buy businesses, help ith&itutionalise their management and grow theim imature
businesses that can further develop largely om dven, either with continued oversight or indeparitie The
Group's focus is typically on larger-scale investtr@pportunities in Georgia, which have a poteribaleach

at least GEL 0.5 billion equity value over 3-5 ye&om the initial investment and to monetise thtenough
exits, as they mature. The Group manages its piortfompanies separately from each other and doEe®ous

on achieving intergroup synergies. The Group dasshave capital commitments or a primary mandate to
deploy funds or divest assets within a specificetiitame. As such, it focuses on shareholder retandson
opportunities, which meet its investment return graivth criteria.

The Group categorises its portfolio companies Bevis (with the percentages of the total portfaladue being
as reflected in the financial statements of thedssis equity investments at fair value as at 3ber 2020):

» Listed businesses (18% of total portfolio vaiu€he Group holds a 19.9% equity stake in LSE
premium-listed BoGG, a holding company of a leadingersal bank in Georgia;

* Private portfolio businesses (82% of total portiolialue) The Group's private portfolio businesses
comprise large portfolio companies, investment estaprifolio companies and other portfolio
companies:

o Large portfolio companies (64% of total portfolialue):

= Healthcare services (20% of total portfolio valu&he healthcare services business,
owned through GHG, comprises three segments: ladspdinics and diagnostics;

= Retail pharmacy (19% of total portfolio valu@)he retail pharmacy business, owned
through GHG, consists of a retail pharmacy chaith arwholesale business, selling
pharmaceuticals and medical supplies;
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= Water utility (16% of total portfolio valueY he water utility business is owned through
GGU and supplies potable water and provides wasgewallection and processing
services to almost 1.4 million people in Georgiad a

» Insurance (Property & Casualty and Medical) (9% total portfolio value) The
insurance business combines: a property and cgsumslirance business, owned
through Aldagi and a medical insurance businessdviwough GHG,;

o Investment stage portfolio companies (11% of tptatfolio value)

= Renewable energy (8% of total portfolio vatu&he renewable energy business
consists of the Mestiachala HPPs, Hydrolea HPPs$ten@Qartli Wind Farm, which are
owned through GGU, as well as a pipeline of up 7@ MW of renewable energy
projects under the advanced stage of developmerdritly held under the umbrella of
Georgia Capital and intended to be transferred@J@t a later date (other than the
Darchi project, which is held under GGU currentigmnd

= Education (3% of total portfolio valueYhe education business combines three high
quality school partnerships across the premium-levdl and affordable education
segments; and

o Other portfolio companies (7% of total portfoliolva): Other portfolio companies include five
businesses: housing development; hospitality amdnoercial real estate; beverages; auto
services; and digital services.

Basis of Preparation

On 31 December 2019, the Group concluded thattitimeedefinition of "investment entity" as definedFRS
10. As per IFRS 10, an investment entity is aniiiat:

» obtains funds from one or more investors for thgpse of providing those investor(s) with investimen
management services;

e commits to its investor(s) that its business puepissto invest funds solely for returns from capita
appreciation, investment income, or both; and

* measures and evaluates the performance of suladitaati of its investments on a fair value basis.

According to IFRS 10, an investment entity shatleansolidate its subsidiaries or apply IFRS 3 wihebtains
control of another entity. Instead, an investmenityeshall measure an investment in a subsidiafgiavalue
through profit or loss in accordance with IFRS 9.

The Financial Statements consolidate the Groupisidiaries up to 31 December 2019. As at that dhte,
Group's subsidiaries were de-consolidated, andyresed as investments in subsidiaries at theivilue as at
31 December 2019. As a result, the Group recordgdrafrom the change to investment entity stafuSkL
589 million in the income statement in 2019, repntmig the difference between: a) the previousyazgr
amount of the subsidiaries, and b) the fair valul® subsidiaries.

The Group's results of operations for the year @3deDecember 2020, therefore, reflect changdseivalue
of the Group's subsidiaries directly on the incatagement under the line item "profit/(losses) mrestments
at fair value". By contrast, the Group's result®pérations for the years ended 31 December 20d 2618
reflect the consolidated results of operationdef®roup's subsidiaries.

Further details on the financial impact of the g®in investment entity status and the underlyiggiicant
judgments are provided in Notes 3, 4 and 20 t@@28 Audited Financial Statements.

Due to the change in investment entity statusnit@me statement information for the year endeB&iember
2020, on the one hand, and for the years endec8é&rbber 2019 and 2018, on the other hand, is ngha@ble.
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For that reason, the Group's results of operatmrthe year ended 31 December 2020 are discussadiand-
alone basis (i.e. not in comparison with the resoftoperations for the year ended 31 December)2019

Key Factors Affecting Results of Operations
Acquisitions, capital allocations and divestments
Acquisitions

The Group is a platform for buying, building andrdleping businesses in Georgia and hence acquisiaad
divestments are a significant factor affectingrésults of operations. Until 31 December 2019 ofelhg an
acquisition, the Group consolidated the acquirethgamny. Since that date, however, it initially retothe
acquired company at fair value on its statemefinahcial position and then changes in fair valteeracorded
directly on its income statement. SeeBasis of Preparationabove.

During the periods under review, the Group made ftll®ewing acquisitions, which have affected the
comparability of its results of operations acrdssse periods:

* Georgia Healthcareln December 2019, the Group increased its stakéHG from 57% to 70.6%
following the completion of a share exchange facildn 16 July 2020, a second share exchange offer
was completed, whereby GHG shareholders receivaeslof Georgia Capital PLC in exchange for
their reminaing GHG shares. Following the secontharge offer, the Issuer's equity stake in GHG
reached 100% on 28 August 2020. GHG was subsegusiigted from the LSE in August 2020. GHG
is now a private portfolio company of the Groupthdlugh GHG was consolidated in the Group's results
for each of the years ended 31 December 2019 &l #iese transactions eliminated the Group's non-
controlling interest in GHG. From 31 December 20di83nges in the fair value of GHG are recorded
directly on the Group's income statement;

* Hydrolea HPPs, Qartli Wind Farm and minority buyantGRPC In October 2019, the Issuer, through
its then wholly owned subsidiary, Georgia Energydifig LLC, which was later merged into GGU,
acquired Hydrolea, which owned and operated théekiaBebeda, Darchi and Akhmeta HPPs, and in
December 2019, through its wholly owned subsidi@gorgian Wind Company LLC, which was also
later merged into GGU, it acquired Qartli Wind Fadm February 2020, the Issuer completed the
buyout of the 34.4% minority shareholder, RP Gldbakstment GmbH RP Global’), in Georgian
Renewable Power CompanyGRPC"), through which the Issuer owned Mestiachala H&Rsother
pipeline renewable assets. These transactionstedsl an increase in the value of the renewable
energy business on the Group's statement of fiabposition;

» Education acquisitionsin May to July of 2019, the Issuer signed sald parchase agreements to
acquire the following stakes in private schoolg0& stake in British Georgian AcademB(GA"), an
80% stake in Buckswood International School an8@ stake in Green School (with a 90% stake in
three new schools that will be developed undeGieen School brand). This marked the Group's entry
into the education sector; and

» Other acquisitionsThe Group made several other acquisitions aatessther portfolio companies,
including the acquisition of a 60% stake in thetdigservices company, Redberry, in May 2019; the
acquisition of an 80% equity interest in Amboli LL&n auto services provider, in June 2019, and the
acquisition of an additional 10% equity interesimboli LLC in February 2020; and the acquisition
of Alaverdi, a producer of Georgian wines and $qiiin August 2019. See Note 5 to the 2019 Audited
Financial Statements for further detail of thesguisitions.

Going forward, the Group's acquisition strategjoisnvest in sectors and opportunities with theeptal to
reach GEL 0.5 billion equity value in a time horzof three to five years. SéBescription of Business—
Strategy"

Capital allocation

The Group's capital allocation decisions are exggetd be in line with its updated strategy as deedrin
"Description of Business—StrategyManagement believes that the Group's large prtfoompanies
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(comprising the healthcare services, retail phayma@ter utility and insurance businesses) areechas
reaching a GEL 0.5 billion in value, whereas itgistment stage portfolio companies (comprising¢newable
energy and education businesses) have the potentighch GEL 0.5 billion in value. Accordingly etiroup
plans to invest only in the investment stage pbatimompanies in the medium term. The Group planavest
U.S.$50 million in these portfolio companies oviee next three to five years, with U.S.$10 milliogiry
invested in 2021. Its other businesses (comprigieghousing development, hospitality and commereial
estate, beverages, auto services and digital ssrisigsinesses) are considered to have limited tdtenreach
GEL 0.5 hillion in value and the current strategyfar these businesses not to be a focus in tefroapital
allocation.

In light of the Group's capital allocation decisspim future periods, the value of the investméage portfolio
companies on the Group's statement of financiatippsnay grow more rapidly than the Group's ofartfolio
companies, although other factors affecting theistiies in which these companies operate may offisgt
impact from investment by the Group. Any changesalue as a result of investment by the Group lall
recorded directly on the income statement.

Divestments

Realising the value of one of the Group's largestments is a strategic priority in order to cortgtée full
cycle of the Group's strategy (invest, grow, ma®tand to validate the Group's portfolio valueer€fore, as
announced on 12 November 2020, the Group is tagéetie completion of a trade sale of one of itgdar
businesses over the next 18 to 24 months.

Another strategic priority is the divestment of thesinesses included in the other portfolio comggnivhich
have limited potential to reach GEL 0.5 billionvalue. This is expected to occur over the next twthree

years.

Macroeconomic Conditions

Substantially all of the Group's revenue is linkedthe Georgian economy. Accordingly, the valuethef
Group's portfolio companies, and hence its resdiltperations, are, and are expected to continbe,taffected
by political, financial and economic developmenisor affecting Georgia and, in particular, by thedl of
economic activity in Georgia and the wider regi@ee"Risk Factors—Risks relating to the Group—The
Group's operations are located in, and its revensiesourced from, Georgia, and any deterioration in
macroeconomic conditions in Georgia will adversaffiect its business".

Certain macroeconomic data relating to Georgiati®st in the table below.

Year ended 31 December

2020 2019 2018

GDP GrOWEN (26) ...ttt (6.1)% 5.1% 4.8%
Nominal GDP (U.S.$ MIllIONS) ......ccvvviiii e eiieesiieesiie e 11,616Y 17,737 17,597
Nominal GDP per capita (U.S.$) ....ccocveeiimmereieeiiie e eie e 3,195 4,763 4,722
Current account deficit (U.S.$ MillioNS).......cccevvveiiiiiiiiiniieiiieiiens (1,39%) (897) (1,309)
Current account deficit as a % of GDP (129 (5.1)% (6.8)%
Inflation (end of PEriod, 96) ...........oiii it eeeeiiiieee e 5.2% 7.0% 1.5%
Foreign direct investment (U.S.$ mMillions)...ceecevveevieiiiieiiicieenen. 749 1,268 1,265
Foreign direct investment as a % of GDP.....cccoevvviiiiiiiiiiiiiiniieeeeee, 6.2% 7.1% 7.2%
Public debt as @ % Of GDP ............uuvunimmmmme et eeeeeeeenns 54.9% 39.8% 38.9%
Budget expenditures (GEL MillioNS) .........ommeeeeeeiiiiiiiiiiiiiinaeeaeeen 17,187 14446 12,353
Budget expenditures as a % of GDP .........ccoeeeemeeiiiiiieeeiiieeeiiiiiiinn, 33.4% 28.9% 27.7%
Fiscal deficit a5 a % Of GDP ..........ccoviceee et (7. 9% (2.4)% (2.3)%
Tourism revenues (U.S.$ MIllioNS) .......uevvceeceeiiiiiiiiiis 542 3,269 2

Tourism revenues as a % of GDP ..........c.ccceemeeiiiiiiiiiiiiiiiieeeeeeee 4.3% 18.4% 18.3%
Goods exports (U.S.$ MillioNS)...........coimmr i 3,343 T3 3,356
Goods imports (U.S.$ MIllIoNS) ......covvviiiieeeeniiiiiiiiiciieeeeeeeeee s 8,003 &80 9,136



Remittances (U.S.$ MillioNS) ............oii e s 1,886 ,733 1,580
Remittances as a % Of GDP ..........ccceovviveeseeiie et 11.8% 9.8% 9.0%
UNEMPIOYMENT FALE ........cocuiieeeiee e eeeee ettt 1%9 11.6% 12.7%

Source:Geostat, NBG, Georgian Ministry of Finance.

Note:
(1) Data as at or for the nine months ended 30eBaptr 2020.

Since the end of 2016, economic growth in Georgid been accelerating due to more favourable externa
conditions. Following one of the strongest yeaith wespect to all around economic performance 92@ith
economic growth of 5%, 2020 brought many challerigethe Georgian economy, with external and interna
demand shrinking due to closed borders and lockdowasures intended to limit the acceleration of the
COVID-19 pandemic. According to Geostat preliminasgimates, Georgia's real GDP contracted by 6% i
2020, and tourism revenues fell by 83%, weighingvitg on economic performance, while goods expfails

by 12%, although record high remittances mitigateslimpact of falling external revenues. The recpvs
expected to begin in 2021, with fiscal support canhg once the pandemic is brought under confroére is
significant uncertainty, however, concerning widesg vaccine availability, mutated variants of COMI9

and the immunisation timeline.

Impact of COVID-19

The Group's portfolio companies have experienceaaiceadverse impacts on their businesses arisomg the
COVID-19 pandemic. In particular:

* BoGG B0oGG, in which the Group owns a 19.9% equity stakcorded a higher cost of risk driven by
ECL provisions due to the impact of COVID-19. Irtfirst half of 2020, it also recorded a GEL 39.7
million one-off net loss on modification of finaatiassets in relation to the three-month payment
holidays on principal and interest offered to fetaistomers, in order to reduce the requirement for
customers to physically visit bank branches andeedhe risk of the COVID-19 virus spreading. The
significant increase in cost of credit risk ratn2020 was driven by the build-up of reserves, tegka
for the full economic cycle in both the RB and G3Bgments in the first quarter of 2020, primarily
related to the deterioration of the macro-econoemngironment and expected creditworthiness of
borrowers as a result of the impact of the COVIDpa@demic. This reflected additional reserves held
for retail customers and borrowers operating acnaskiple sectors of the economy, with the largest
impacts in tourism, trade, transportation, consioncand real estate industries. As a result ofehe
assumptions, BoGG created additional reserves af Z240.2 million in the first quarter of 2020. The
market value of the Group's stake in BoGG decrelagdd.1% in 2020, directly impacting the Group's
income statement. In light of the COVID-19, the Bbaf Directors of BoGG has decided not to
recommend a dividend to shareholders at the 202&IGeneral Meeting.

» Healthcare serviceRRestrictions imposed by the Government relateti¢cCOVID-19 pandemic had
a major impact on the Group's hospitals and climesulting at times during 2020 in a reduction in
patient footfall, both because of lower emergemegtment requirements and the cancellation of many
elective and outpatient care procedures duringdtiedown. This reduction led to utilisation levels
falling by approximately 45% in the Group's hosigi@nd approximately 40% in its clinics during the
period from March to May 2020. Following the liftjrof COVID-19 related lockdown restrictions in
June 2020, the healthcare services business begahdund. The number of admissions in the third
guarter of 2020 increased by 17% year-on-yeareaGitoup's clinics and at hospitals, the number of
admissions increased by 3%. Since September 208@pdhe increased spread of the COVID-19 virus,
the business has mobilised ten healthcare fasilif@ir clinics and six hospitals to receive COVID-
patients only, and ten healthcare facilities agidytnes, focused on both COVID-19 and non-COVID-
19 patients, with total aggregate number of beds {300 beds across the country. The Government
of Georgia fully reimburses costs associated widMD-19 treatments, and also pays a fixed fee
amount per each occupied bed for COVID-19 pati€he number of admissions was up by 9.3% at
clinics in the fourth quarter of 2020 year-on-yead occupancy rate was up by 3.6% in the fourth
qguarter of 2020 year-on-year in hospitals. The mistjcs segment, which apart from regular
diagnostics services is also engaged in COVID-&8ng, more than quadrupled its quarterly revenue
in the fourth quarter of 2020 year-on-year.
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» Retail pharmacyThe retail pharmacy business has been moreamsiliroughout the pandemic, as the
pharmacies remained open throughout Georgia duhiegockdown. While sales started to slow in
April 2020, reflecting pandemic related behaviouchhnge, as customers started to stock up on
pharmaceuticals in March ahead of the lockdownemae rebounded in June 2020 and the trend
continued in the second half of the year. As altethe business posted a 10.5% and 7.8% year-on-
year increase in revenues and EBITDA (excludingriqgact of IFRS 16), respectively, in 2020.

e Water utility The COVID-19 outbreak resulted in decreased copsion levels from business
customers, which in turn resulted in decreasedmaé 2020. However, according to the tariff segti
methodology, volume risk does not stay with theuprand unearned revenues due to COVID-19 in
the previous regulatory period (2018-2020) willreembursed, inclusive of the time value of money,
through new tariffs set for the next regulatoryiper(2021-2023), as approved by the regulator in
December 2020.

* Education At the Group's education business, its schoalwiged distance learning from 1 March
2020 through to the end of the year. During théadise learning period, schools offered 15 to 25%
discounts for tuition fees and a roll-over of fémstransportation/catering services. Due to thedeanic,
summer schools were almost fully cancelled andmegs in 2020 from additional services (including
catering and transportation) decreased by 24.8%oregear to GEL 0.8 million. Given improved
epidemiological developments in Georgia, schoolBhitisi reopened on 15 February 2021.

» Other portfolio companiesA downturn in tourism had a material adverse atffien the Group's
hospitality and commercial real estate business¢chwis dependent on the flow of tourists visiting
Georgia. Additionally, a negative impact on the @&m economy could depress Georgia's property
market more generally, which could also adverséigca the housing development business. The
Group's auto services business was also severiggted by the lockdown, including due to the
temporary suspension of mandatory car inspections.

Financing arrangements

Prior to 31 December 2019, all financing at thesleof the Group's subsidiaries (for instance bdssised by
GGU and GHG in the local and international marketa$ consolidated on its statement of financialtjwrs
and interest expense on the Group's income statemasrtherefore attributable to both financinghet parent
company level and at the subsidiary level. Fronb8tember 2019, however, such financing is reflestede
equity value of the subsidiaries and the only foag appearing directly on the Group's statemeffinancial
position currently is the Original Notes. The igrexpense appearing directly on the Group's ieciatement
is, therefore, solely attributable to the Origihtes.

Foreign Exchange Fluctuations

The Group's borrowings (including certain of therbwings of its subsidiaries) in currencies othert Lari
are subject to foreign exchange fluctuations amor go 31 December 2019, any foreign exchange gains
losses were recorded on the income statement. $inbecember 2019, only borrowings at the paremipamny
level give rise to foreign exchange gains or lossserg directly recorded on the income statement.

At the subsidiary level, foreign exchange fluctaasi may affect the Group's individual portfolio quanies,
which may in turn affect the equity value of theo@p's holding in each portfolio company. For examghe
water utility business is a Lari business and #xjsosed to foreign exchange fluctuations on its. D&lar

denominated debt. The renewable energy businesslt@anced foreign exchange position due to tttetat

revenue under its PPAs is denominated in U.S. Bolla addition, sales to third parties on the openket are
typically conducted in U.S. Dollars rather thaniLar

In 2020, the Lari depreciated against the U.S.dbdily 14.3% and in 2019, the Lari depreciated agde U.S.
Dollar by 7.1%, after depreciating by 3.3% in 20T8e depreciation in 2020 was largely due to theeich of

the COVID-19 pandemic, while depreciation in 201&8swargely due to negative expectations surrounding
Russia's flight ban and depreciation in 2018 wegelst due to the depreciation of the Turkish LRaissia and
Turkey are key trading partners of Georgia and éemy adverse movements in their currencies cagtéfie
value of the Lari.
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Developments in the Industries in which Portfolioothpanies Operate

In addition to the broader macroeconomic environmen Georgia (as discussed above under
Macroeconomic Conditiony"the Group's results of operations will be akecby trends in the industries in
which the Group's portfolio companies operateuidirig the banking, healthcare, water utility andengable
energy, insurance and education industries ana léeser extent, the real estate, beverages, enoes and
digital services industries. Industry trends affeatnings and cash flows of the Group's portfobmpanies
and represent key drivers of their valuations enlisuer's IFRS financial statements. These faaterdescribed
in greater detail below:

BoGG

Changes in the size and composition of the loatfgmr: Increases or decreases in the overall size of
JSC Bank of Georgia's loan portfolio and the mixhaf portfolio significantly impact its total intest
income and NIM. In addition, the proportion of Isan customers and finance lease receivableséb tot
interest-earning assets also has an effect, sinoeloan interest-earning assets (which primarily
comprise amounts due from credit institutions anegstment securities) generally have lower yields
as compared to loans. Similarly, the percentadenfdenominated loans affects total interest ineom
and NIM as these loans generally have higher yigbdaspared to foreign currency-denominated loans,
which is offset by depreciation of the Lari agaitist U.S. Dollar.

JSC Bank of Georgia's loans to customers and fendgase receivables increased during the periods
under review as a result of growth in lending attjwvhich positively affected interest income. The
increase in interest income was also due to arease in loans to customers and finance lease
receivables as a percentage of total interestggrassets and an increase in the share of Lari-
denominated loans in the loan portfolio, which b&agher interest rates than foreign currency
denominated loans. This increase was partiallyebtly a decrease in loan yields in 2018 and 2019,
primarily reflecting a shift towards higher qualitpwer margin products such as mortgage loans and
loans to SME and corporate clients on the baclgbfer regulatory conditions for unsecured consumer
lending as part of lending regulations introducgdhe NBG in 2018. In 2020, JSC Bank of Georgia's
NIM was adversely impacted by a reduction in rdexilding activity in the COVID-19 environment
during the first half of the year, although therasva rebound in the second half of the year.

Cost of credit riskBoGG's cost of risk is comprised of ECL/impairmeimarges on loans to customers
and finance lease receivables, other expectedtdtesis)/recovery and impairment charges on other
assets and provisions, such as guarantees andlethitsr BoGG had ECL/impairment charges on loans
to customers and finance lease receivables of GELO2million, GEL 95.0 million and GEL 139.7
million in the years ended 31 December 2020, 201® 2018, respectively. In the year ended 31
December 2020, the cost of credit risk was 1.8%nmpared to 0.9% in 2019 and 1.6% in 2018. The
increase in cost of risk in 2020 was due to reskbuigls in the first half of 2020, which was intwtue

to the deterioration in the macroeconomic enviromnoeecasioned by the COVID-19 pandemic. BoGG
created reserves of GEL 220.2 million in the fasarter of 2020.

GHG (holding company of the Group's healthcare isesy retail pharmacy and medical insurance
businesses)

Expansion of footprint and capital expenditure paogme: GHG undertook a three-year capital
expenditure programme commencing at the time oinit&l public offering in 2015 which is now
complete. GHG incurred GEL 32.5 million, GEL 56.0llion and GEL 78.6 million of capital
expenditure in 2019, 2018 and 2017, respectiveltys Tapered off to GEL 26.2 million in 2020. The
capital expenditure programme included the renowatind development of acquired healthcare
facilities, the Regional Hospital (opened in Mar2®Bil8) and Thilisi Referral Hospital (opened in
December 2017), financing expansion and enlardiegnietwork of polyclinics, and investing in the
development of different elective medical servieesoss GHG's hospitals. The capital expenditure
programme positioned GHG for growth through theaggon of its footprint, including the addition
of nine polyclinics in the period from 2016 to 20i8addition to the opening of the Regional Hasipit
and the Thilisi Referral Hospital referred to aboas well as the launch of new services across its
network. GHG also opened its MegalLab in Decembd82GHG has now been able to reduce its
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capital expenditure significantly as it focusesoperational improvements. The number of hospitals
and clinics has remained stable since 2018.

However, GHG is continuing to expand its networkethil pharmacies, having added 26 pharmacies
in 2019 and 17 pharmacies in 2020. GHG is alsodedwn various growth initiatives within its retail
pharmacy business, including its digital consunealtt platform, EKIMO, as well as aesthetics and
beauty retail projects and adding pharmacies inehim

Trends in Government healthcare spendidimce 2007, there has been a significant tramsftion of

the Georgian healthcare system aimed at achievigheh standards of care, modernisation of
equipment and facilities, wider access to healtheanrd lower healthcare costs. From 2007 to 2013,
significant steps were taken to privatise the Iealte system. The Government essentially delegated
responsibility for insurance of certain segment$hefpopulation (including teachers, military pensel

and other public sector employees) to private gsce companies. In February 2013, however, the
Government launched the UHC, which extended puldiglthcare coverage to the entire Georgian
population and transferred responsibility for pasihg healthcare services from private insurance
companies to MOH. The expansion of the UHC is dnia@key factors driving the expansion of the
healthcare sector in Georgia. Since the introdaaifdhe UHC, its budget has more than doubleanfro
GEL 338 million in 2014 to GEL 829 million in 20Xhd estimated at GEL 802 million in 2020.

Elective inpatient services and emergency servoestitute the most significant part of the UHC
budget. The remainder of the state healthcare busigdlocated to vertical healthcare programmes,
such as dialysis and cancer screening. Outpagewices have limited coverage under the UHC. The
UHC accounted for 66% of the healthcare servicesnbegs's revenue in 2020, with out-of-pocket
payments and other sources accounting for 28% #&ndfGevenue, respectively. In 2020, the share of
UHC financing in the total healthcare budget desedato 53% due to the increased cost of associated
with COVID-19 related budgetary healthcare expenses

The Government may in the future expand the coweitagurrently provides though the UHC. There
are also periodic changes to applicable regulatiotuding the UHC and UHC tariffs may change
from time to time. For example, on 5 November 20t8,Government introduced changes to the UHC
reimbursement mechanism, effective from 21 Novern@204®©. The changes mainly apply to the Thilisi
and Kutaisi regions, which developed an oversupplyeds as a result of an increase in the number of
small hospitals in recent years. This change retloedain tariffs on intensive care and cardiacises

to bring them into line with tariffs applicable @eorgia's other regions. These changes had ansadver
effect on GHG's revenues.

GGU (holding company of the Group's water utilitysmess and operational renewable energy assets)

Regulated water tariffSGGU's return in relation to its regulated watasibesses is based on a tariff-
setting methodology adopted by the GNERC in Au@@dt7. The methodology is a hybrid incentive-
based and cost-plus tariff calculation model. Tiniglel is aimed at allowing for a fair return onested
capital and the operating expenses utilities rairifor their continued operations. Under the nhode
GGU applies a WACC to its net book value, whichresgnts its RAB, essentially comprising the
historical book value of its existing assets plapital expenditure it has made. RAB is then muéubl

by regulated WACC, providing the return on asgetsyhich depreciation and operating expenses are
added in order to reach allowed revenue (taking etcount any corrections from the previous
regulatory period). All calculations are in accarda with GNERC's methodology, which differs from
the presentation in GGU's IFRS financial statemehke new tariff defines a three-year regulatory
period. The first regulatory period for which timethodology has applied ran from 1 January 2018 to
31 December 2020. The WACC specified for the cumegulatory period running from 1 January 2021
to 31 December 2023 is 14.98%, whereas the prdyiapplicable WACC was 15.99%. On 4 January
2021, GGU announced that GNERC had approved neffsthor GGU's water utility business. The
tariff in Thilisi was increased compared to thevooas regulatory period of 2018-2020 from GEL 0.33
to GEL 0.5 (per cubic meter) for metered residétgtomers from GEL 3.89 to GEL 4.5 (per capita)
for unmetered residential customers, and from GELtd4 GEL 6.5 (per cubic meter) for business
customers. The tariff increase translates into ahgrowth of approximately 38% in allowed water
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revenues of GWP in the three-year regulatory pegitettive from 1 January 2021 (corresponding to
approximately 36.3% increase in allowed water raesrfor GGU's entire water utility business).

The Zhinvali HPP, which is GGU's only regulated powlant, charges GWP the regulated tariff for its
internal consumption, the cost of which is thenluded in "allowed revenue" under the above
methodology and is reimbursed through the watdf.tar

As a result of the application of the above mettagly GGU has significant predictability in relatio
to its revenue stream for its water supply andtation business.

Supply and demand dynamics in the electricity mafemand for electricity in Georgia has been
growing faster than supply in recent years, whiels hesulted in a deficit in generation. Increased
demand for electricity has been satisfied by imgasthich have tripled since 2016 and continued to
grow gradually between 2017 and 2020, resultings@orgia gradually becoming a net electricity
importer.

Despite the overall trend, domestic consumptioelettricity increased by only 1.4% to reach 12.8
TWh in 2019 and decreased by 4.8% in 2020 to ré2ch TWh. In 2020, this was due to lockdown
and related decreased economic activity due t&€®&1D-19 pandemic. In 2019, this was due to the
slowdown in growth, which was in turn due in parthie decrease in residential cryptocurrency mining
which was in turn caused by lower profitability thie cryptocurrency mining business due to global
growth in supply of large data centres. In 2018nestic consumption of electricity increased by 6.1%
to reach 12.6 TWh. However, consumption slowed tde/éghe end of the year. Imports grew by only
0.8% in 2018, while hydro generation grew by 8.09d@ thermal generation decreased by 5.3%.

Going forward, Management expects demand for ét#gtto continue to increase once the COVID-

19 impact has abated, driven by GDP growth, whecktiongly correlated with electricity demand.

Increasing penetration of domestic appliances, elsag a rapidly growing tourism industry are also
expected to contribute to demand for electricithe mumber of international tourists to Georgia has
almost tripled since 2011 and increased by 17%0itB2 Management expects further growth in the
number of tourists over the next several yearse @©VID-19 related restrictions are lifted. Tourism

revenues in Georgia fell 83% in 2020, as intermatidravel was severely curtailed. In addition, the
penetration level of domestic appliances is reddyitow in Georgia compared to its peer countries.
Penetration levels are expected to grow as a res@DP growth, declining prices for appliances and
decreasing average household size, resulting intrim demand for electricity.

Insurance (Property & Casualty)

Risk selection, pricing and claims handlifijsk selection and pricing drives the property easualty
insurance business's underwriting results and meterthe footprint of risk insured, as well as the
premium charged for such risk. Underwriting takedasa-driven approach to risk selection through
claims cost modelling and market expertise. In ggnéhe more accurately the Group is able to selec
and appropriately price risks, the better the tesol underwriting. While overly conservative risk
selection and pricing could result in reduced vasror reduced premiums per policy, imprudence in
risk selection and pricing could result in excask and losses from claims. Aldagi's loss ratiosewve
44%, 42% and 38% for the years ended 31 Decemi2€, 2019 and 2018, respectively. The Group's
ability to mitigate losses through claims handiggp materially impacts its profitability and theeuof
technology and strategy to negotiate fair settlémarith third parties is vital to the maintenande o
relatively low calendar year loss ratio.

Education

Dynamics in the education market in Georgide Group recently entered the education market i
Georgia when it acquired interests in three schomhds in Georgia in 2019. Management estimates
that the private K-12 education market in Georgigrowing at a rate that is two times the rate DPG
growth. Management believes that there is a cafestodin trend which represents an opportunity in a
fragmented market. The number of private schoothénGeorgian market has decreased from 243 in
2013 to 224 in 2020 and at the same time the aggragate school size has increased from 212 learne
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per school to 276 learners per school. Managenstimates that the market share of the ten largest
players has increased from 16% to 19% over the gemed. Private learners are consolidating in the
four largest cities with a population of over 1000 namely Thilisi, Batumi, Kutaisi and Rustavi.
Management believes that the key growth driverslweélthe large gap in the quality of public schools
as compared to private school as well as incredsdgehold income and decreasing unemployment
rates (prior to the onset of the COVID-19 pandeniio)the extent these factors drive growth in desinan
for private education, this should translate intoirecrease in value of the education business, twhic
should in turn translate into a gain on the Grougsme statement.

Other portfolio companies

* Supply and demand dynamics in other industiiesa lesser extent, the Group will be impactediyyply
and demand dynamics in the real estate, beveragiesservices and digital services industries.fsiance,
demand for real estate in Georgia will influence ttalue of the hospitality and commercial real testa
business and the housing development businesdeVdleof tourism will also have a significant impan
the hospitality and commercial real estate business

Results of Operations
Year ended 31 December 2020

The following table sets forth the Group's resaftsperations for the year ended 31 December 2020:

Year ended 31
December 2020

(GEL millions)

Gains/(Losses) on investments at fair Valu..c.cue...oovvvvveviiiiiiiiieeeeccceieee e 451.2
Listed EqUIty INVESIMENES ............oouui i eveeeeteeeeteeeetieeeteeeiaeeeereeeerseeeenaeeans (261.5)
Private INVESIMENTS ........eiiiieeiiiieiiiiesieesiieesiie e e et et easteeesreeesnseeannneeesreeeas 7127

D3V T (=T oo I 1 ot Ty g 1= RSP RSOTSR 29.9

Other INtEreSt iNCOME .....c.viiviieii ettt ae e s et nas 15.0

Interest income at effective interest rate method.............cccoo. 5.0

Net losses from investment securities measureaira¢dlue through profit or loss.......... (0.6)

Net realised losses from investment securities oredsat fair value through other (1.7)

COMPrENENSIVE INCOME ......ciiiiiiiiiiii s s e e e e e e e e e e ettt e e e e e e e e ernnn e e aaaeeas

(@1 =Y T et 1= RSP RP 0.4

GroSS iNVESEMENT PrOfit......ueeiiiiiiiiiiiie e e e e e 499.2

AdMINISIALIVE BXPENSES.......ccvieeiuieeieieeeeeeeteeeeteeeeteeeteeeete e e et e e eate e et eeeeaseeeereee e (4.7)

Salaries and other employee Denefits ......coceeeooiieeiieeiiiice e, (19.1)

Depreciation and amOrtiSALION .............c.eeeeereereeieeeeeeeeeeeeeeeeeeeeeereeeeeeesseeeneeans (0.6

INEEIESE EXPEINSE. ... veeievieeeiee e e+ e et e e et e e etaeeenteeeteeeeteeeeaneeeesseeeeseeeaneens (61.5)

Profit before provisions, foreign exchange and nomecurring items .............cc.......... 413.3

EXPECtEd Credit [0SSES ......eciiviieeiee et e et e e e et te e e eae e etae e e e e (0.1)

Net foreign CUrrenCY 10SS..........cuiiiuii e (89.9)

NON-TECUITING EXPENSE ....vveeveveeeeeeteesiemeemmseeseesteeseeseeasesseeeteeteaseeesaseeeseesesseesesars (3.4)

Profit DEfOre INCOME tAXES.........cvevieeveeeeeeeeeeeeeeee e e ee ettt en e, 319.9

INCOMIB TBX ..ttt et e et e et e e rea e e ee e e e reenens -

Profit fOr the YA .......eeiei it aaaeeas 319.9

Gain on investments at fair value

The Group recorded a gain on investments at fdirevaf GEL 451.2 million in the year ended 31 Debem
2020, reflecting the minority shareholder buy-ont subsequent revaluation of GHG as a private qortf
company in 2020 and the first time valuation of Gmup's investment stage portfolio companies ¥alhg

59



acquisitions. These valuation gains were partafiget by the impact of the COVID-19 pandemic aa@roup.
The following table sets forth a breakdown of palitf development during the year including gainsges) on
investments at fair value:

Year ended 31 December 2020

Total gains /
As at 31 (Losses) on As at 31
December Value investments at GHG December
2019 Change Dividends Fair Value Delisting Investments Other 2020
(GEL millions)
Listed portfolio companies......... 1,027.8 (261.5) - (261.5) (373.0) 138.3 - 531.6
GHG ..ot 430.1 (195. - (195.4) (373.0) 138.3
BOGG....ccieiiiiciee e 597.7 (B6. - (66.1) - - - 531.6
Private portfolio companies ...... 1,223.7 742.6 (29.9) 712.7 373.0 56.4 10.3 2,376.1
Large portfolio companies 648.9 859.5 (24.9) 834.6 373.0 - 1.7 1,858.2
Healthcare services ............ - 393.8 - 393.8 177.9 - - 571.7
Retail (pharmacy)............... - 374.3 - 374.3 178.4 - - 552.7
Water utility ..........ccoveveneee. 484.0 0.4 (15.0) (14.6) - - 1.7 471.1
Insurance (P&C and
Medical).....ccoeeierieiieens 164.9 91.0 9.9) 81.1 16.7 - - 262.7
Investment stage portfolio
COMPANIES ....ovveeiiiireeiiiennnn 163.1 98.7 (4.9) 93.8 - 44.6 1.5 303.0
Renewable energy.............. 106.8 62.1 (4.9) 57.2 - 44.4 1.5 209.9
Education ........c.cccceeeennenne 56.3 36.6 - 36.6 - 0.2 - 93.1
Other portfolio companies 411.6 (215.7) - (215.7) - 11.9 7.1 214.9
Equity investments at fair
ValUE ..o 2,251.5 481.1 (29.9) 451.2 - 1947 10.3 2,907.7

Listed equity investment§he Group recorded a loss on listed equity imaests of GEL 261.5 million in the
year ended 31 December 2020, reflecting declinledrshare price of GHG before its de-listing areldbcline
in the share price of BoGG, which in turn reflectied impact of the COVID-19 pandemic on BoGG.

Private investmentd he Group recorded a gain on private investmein@EL 712.7 million in the year ended
31 December 2020, mainly reflecting the impachefrninority shareholder buy-out and subsequentuatian
of GHG in 2020 and the first time valuation of {Geoup's investment stage portfolio companies falhgwv
acquisitions. Following GHG becoming a private camy it is valued together with the rest of the @x's
private portfolio as three separate businessedthbage services, retail pharmacy and medical ansce. In
order to add additional transparency to the priyatefolio valuation, the Group hired an indeperdéird-
party valuation company, to perform valuation assents of each private large portfolio companytheir
detail regarding the gain on private investmentsetsforth below:

* Healthcare servicesThe Group recorded a gain on private investmant®lation to its healthcare
services business in the amount of GEL 393.8 millreflecting the impact of the minority shareholde
buy-out and subsequent revaluation of GHG's buseses 2020.

* Retail pharmacyThe Group recorded a gain on private investmentslation to its retail pharmacy
business in the amount of GEL 374.3 million, refleg the impact of the minority shareholder buy-out
and subsequent revaluation of GHG's businesse32i0. 2

» Water utility. The Group recorded a loss on private investmientslation to its water utility services
business in the amount of GEL 14.6 million, reflegtdecreased water supply revenues due to lower
consumption of water as a result of the COVID-18d#amic, as well as a decrease in energy revenues
due to lower water inflows at the Zhinvali reservoHowever, according to the tariff setting
methodology, volume risk does not stay with the Wprand water utility unearned revenues in the
current regulatory period (2018-2020) will be reumded, applying the time value of money, through
new tariffs set for the next regulatory period (22023), approved by the regulator in December 2020
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* Insurance (Property & Casualty and Medical InsurapcThe Group recorded a gain on private
investments in relation to its medical insurancsiess in the amount of GEL 48.2 million reflecting
the impact of a minority shareholder buy-out andsgguent revaluation of GHG's businesses in 2020.
In addition, the P&C insurance business's value atsreased by GEL 32.9 million, reflecting
historically high profitability within the P&C ingance business and changes in multiples and
methodology, being largely unaffected by the COMI®pandemic.

* Renewable energyhe Group recorded a gain on private investmeantsation to its renewable energy
business in the amount of GEL 57.2 million, refiegthe impact of the first time valuation (by ayipg
peer group earnings multiples) of Hydrolea HPPsthadartli Wind Farm following their acquisition
by the Group.

» Education The Group recorded a gain on private investmiantslation to its education business in the
amount of GEL 36.6 million, reflecting the impadttbe first time valuation (by applying peer group
earnings multiples) of schools following their asifion by the Group.

» Other portfolio companiedhe Group recorded a loss on private investmientsthe amount of GEL
215.7 million, reflecting the impact of the COVI®pandemic, primarily on its real estate business.

Dividend income

The Group recorded dividend income of GEL 29.9imillin the year ended 31 December 2020, of which
approximately GEL 5 million was received from tle@ewable energy business, approximately GEL 10amill
was received from the property and casualty insigdosiness and approximately GEL 15 million wasgined
from the water utility business.

Interest income

The Group recorded interest income of GEL 20.0ionilin the year ended 31 December 2020 on an aeerag
balance of liquid assets and issued loans. Interesine represents the sum of other interest inGmdenterest
income using the EIR method.

Net losses from investment securities measureYRtF

The Group recorded a net loss from investment gesimeasured at FVPL in the amount of GEL 0.6ioml
in the year ended 31 December 2020, which relatéd marketable securities.

Administrative expenses

The Group recorded administrative expenses inneuat of GEL 4.7 million in the year ended 31 Debem
2020, which related to expenses incurred at thestdsvel.

Salaries and other employee benefits

The Group recorded expenses for salaries and ethployee benefits in the amount of GEL 19.1 million
the year ended 31 December 2020, which relatedlémies and employee benefits for employees afstwer
level.

Interest expense

The Group recorded interest expense in the amduBEa 61.5 million in the year ended 31 Decembe2®0
which represented interest accrued in respecteoDtiiginal Notes.

Net foreign currency loss

The Group recorded a net foreign currency losshenamount of GEL 89.9 million in the year ended 31
December 2020, which related to the impact of awyeluctuations on the foreign currency denomidate
financial assets and liabilities of the Issuer.
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Non-recurring expense

The Group recorded a non-recurring expense inti@uat of GEL 3.4 million in the year ended 31 Debem
2020, which related to termination benefits of kegnagement personnel.

Year ended 31 December 2019 Compared to Year eBdddecember 2018

The following table sets forth the results of opierss of the Group for the years ended 31 Decer20&® and
2018:

Year ended 31 December

2019 2018
(GEL millions)
REVENUE ...ttt ettt a e e neeas 1,473.4 1,283.0
COSE OF SAIES........eeeeeeeeeeeeee et (883.0) (789.9)
GrOSS PrOfit..ceeeeeiiiiiie i e e e e e e 590.4 493.1
Salaries and other employee benefits ......oceevvvviiiiiiiiiieeiieieeiiiiiins (174.8) 136.8)
AdMINISIrativVe EXPENSES .. .uuuuiiii it eeiiieeeeeeeeiiiie e e e e e 1) (105.7)
Other Operating EXPENSES....uuuuiiii i e e e e ceeeeeeeie e e e e e e e e e e e e eaees @an (11.3)
Expected credit loss/impairment charge on finargsakets ..................... (11.4) (10.6)
Impairment charge on insurance premium receivablégr assets and
PROVISIONS ...ttt e et (1.1) (2.2)
EBITDA L.ttt ettt e e e e e e e e e nnees 279.0 227.5
Share in profit Of aSSOCIALES .........uuu i 30. 0.2
DIVIdENd INCOME .....ceiiiiiiiiiiiee e 25.0 23.9
Depreciation and amortiSation ..............cceeeeeiiieeeeeeeeeeeeeiee e (110.1 (66.4)
Net foreign CUMENCY l0SS......cciiiiiiiiiiicemmnm e e e e e e e e e e e e e aeeeaens 1(9) (37.6)
Net gains from investment securities measurediravdtue through profit or
0SS et e e e e bbb nnnnne 1.7 —
Net realised gains from investment securities nreglsat fair value through
other cCoOmMpPrehensive INCOME ........eeiiiiiii et 1.2 -
Interest income at effective interest rate method...............ccccccoee. 30.7 23.2
INEEIESt EXPENSE. .......veeeeeeeeeeee e s es s e et eee e en e ee e e e e eeen e (150.4) (96.9)
Net operating income before non-recurring items..........ccccceeeeeeeeeenn. 35.5 73.9
NEt NON-TECUITING IEEMIS .. uuuuiiiiiieeeeee e s e e e e e e e e e e eeeaaarten s e e aeeeeaeeeeenes AP (29.5)
Gain from change in investment entity Status...............ccccoeveeveenenne.. 588.8 -
Profit before inCOmMe taxX eXPENSE.......coovvveiiiiiiiiiiiiee e 616.1 44.4
INCOME LAX EXPENSE .....veeeeeeeeeres e eseeemms e e e e eeeeees s s enee e eeeeeeeeeen (4.6) (3.6)
Profit fOr thE YEAI ......cveiveieeeee et 611.5 40.8
Revenue

Revenue increased by GEL 190.4 million, or 14.8%GEL 1,473.4 million for the year ended 31 Decembe
2019, compared to GEL 1,283.0 million for the yeaded 31 December 2018. The increase was printurdy

to higher revenues in the healthcare and pharmasinésses as well as at the water utility and laees
businesses; the launch of greenfield projects aing the Mestiachala HPPs and the periodic vehicle
inspection business) and the acquisition of renéaergy assets and schools during 2019, paratiiet by
lower revenue in the housing development business.

EBITDA

EBITDA increased by GEL 51.5 million, or 22.6%,G&L 279.0 million for the year ended 31 Decemb&®0
compared to GEL 227.5 million for the year endedd&tember 2018. The increase was primarily in\ité
the growth in revenue. The Group's EBITDA marginswis8.9% for the year ended 31 December 2019,
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compared to 17.7% for the year ended 31 DecemhE8. ZBBITDA for the year ended 31 December 2019
includes the effect of application of IFRS 16.

Healthcare EBITDA from the healthcare business increasedsEy. 43.2 million, or 32.7%, to GEL 175.2
million for the year ended 31 December 2019, coegpéw GEL 132.0 million for the year ended 31 Delsem
2018. Excluding the impact of IFRS 16, EBITDA inased by 16.6%. The Group benefitted from its tlyesa-
capital expenditure programme which it commence2i0h5 and which entailed significant investmentgsn
hospitals and the acquisition of clinics acrossr@ieo The increase in EBITDA from the healthcarsibess
was largely driven by a successful ramp-up of tbely-launched hospitals, as well as the expansfadhe
pharmacy business by adding 26 new pharmaciesyaayhnic sales growth.

Water Utility. EBITDA from the water utility business increadgdGEL 11.7 million, or 14.1%, to GEL 94.9
million for the year ended 31 December 2019, coepan GEL 83.2 million for the year ended 31 Decemb
2018. The increase was broadly in line with theease in revenue, primarily reflecting a significarcrease

in the electricity price following the deregulatia the electricity market, effective from May 201Bhe
EBITDA margin of the water utility business was 3%. for the year ended 31 December 2019, compared to
55.8% for the year ended 31 December 2018.

Housing Development.he Group recorded negative EBITDA in the amodr®EL 3.5 million for the year
ended 31 December 2019, compared to positive EBI®DBEL 15.3 million for the year ended 31 December
2018. This reflected the delay in receiving thestarction permit from the Thilisi City Municipalitfor the
Digomi project. Notwithstanding the decrease in HBA, following the receipt of construction permfts its
largest residential project, Digomi, in 2019-2028dther with what Management believes to be thengtr
project pipeline, expected cash inflows increagedulting in an increase in the valuation of theidnog
development business.

Property & Casualty Insuranc&BITDA from the property and casualty insurancsibess decreased by GEL
2.3 million, or 12.9%, to GEL 15.7 million for tlyear ended 31 December 2019, compared to GEL 1iBidmrm
for the year ended 31 December 2018 due to inadeaserating expenses reflecting investments irreteal
client portfolio. Over the next several years, B&C business expects to build a healthier retahtlportfolio

in the largely untapped market for motor insurama#) the current penetration of approximately 48éviding
significant room for growth.

Renewable energ¥EBITDA from the renewable energy business was GBI million in the year ended 31
December 2019 with an 80.9% EBITDA margin. In OetoB019, the Issuer acquired Hydrolea, which owned
and operated the Kasleti, Debeda and Akhmeta Hidieisin December 2019, it acquired Qartli Wind Farm.
The renewable energy business's 2019 revenue ianttount of GEL 16.2 million includes revenue from
electricity sales of GEL 6.1 million, of which GEL7 million was contributed by the Mestiachala HPH=
Hydrolea HPPs added GEL 1.4 million to 2019 revensiace their acquisition on 29 October 2019. The
remaining GEL 10.0 million revenue represented etgrebusiness interruption reimbursement by thei®so
insurance company for foregone electricity salesemaes from the Mestiachala HPPs during August to
December of that year. The first phase (S0MW) @& Mestiachala HPPs was launched on 8 April 2019,
followed by the second phase (20MW) on 4 June 20h8.HPPs were affected by flooding resulting fram
rock avalanche and were taken offline in late R0¥9. Operations successfully resumed at the finase
(30MW) within the expected timeline and at the orédly planned generation level in December 2019.

Hospitality and commercial real estatEBITDA from the hospitality and commercial reatade business
decreased by GEL 6.8 million, or 21.5%, to GEL 2aillion for the year ended 31 December 2019, caega
to GEL 31.5 million for the year ended 31 Decen®&t8. This primarily reflected a lower revaluatgein on
hotels and commercial real estate in 2019 compar2d18 and increased operating expenses while o
the pipeline hotels.

BeveragesEBITDA from the beverages business was GEL 2.4ignilfor the year ended 31 December 2019,
compared to negative EBITDA of GEL 6.2 million fibre year ended 31 December 2018. The growth mainly
reflects increased export wine sales and increasemues following the successful launch of new besnds.

Auto servicesEBITDA from the auto services business was GELn@illon for the year ended 31 December
2019, which related to the greenfield periodic ethinspection business launched in 2019.
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Dividend income

The Group's dividend income increased by GEL 1lliamj or 4.5%, to GEL 25.0 million for the yeardsd
31 December 2019, compared to GEL 23.9 milliontfar year ended 31 December 2018. This related to
dividends from BoGG.

Interest expense

The Group's interest expense increased by GELrB#ibn, or 55.2%, to GEL 150.4 million for the yeanded

31 December 2019, compared to GEL 96.9 milliortferyear ended 31 December 2018. The increaseweas d
to the issuance of the Original Notes as well ahdn financing costs at the healthcare and wafkty ut
businesses.

Net non-recurring items

The Group recorded GEL 8.2 million of net non-remg items in 2019, which related to terminatiomégs,
the write-off of prepayments and the net loss aased with the flood at the Mestiachala HPP. In&0the
Group recorded GEL 29.5 million of net non-recugritems, which primarily related to the accelenat@fect
of share-based payments.

Gain from change in investment entity status

In 2019, the Group recorded a gain from the chamgs investment entity status in the amount ofLGGB8.8
million, which related to the change in its accaogipolicies described i—Basis of Preparationabove.

Financial Condition

As at 31 December 2020 and 2019

The following table sets forth the statement c&finial position of the Group as at 31 December 20@02019:
As at 31 December

2020 2019
(GEL millions)

Assets

Cash and cash equUIVaIENTS ................icommmmmm e e e e e e 117.0 117.2
Amounts due from credit iINSttUtioNS ........ccoeecviieeiiiie e, 42.7 -
Marketable SECUNLIES. ...........coiviieiieeee et 13.4 62.5
ACCOUNES IECEIVADIE ...t 0.1 1.2
PrEPAYMENTS. ... ..o eetie et cmeemmma et e et e e te e et e et eeeteeeeaeeeeneas 0.6 0.4
LOANS ISSUBM ...vvvveiieeeiiieeeeeee e 109.0 151.9
Property and qUIPMENT...............eouue e eeveeeereeeerieeereeeaeeeaveeaeaeeas 0.4 0.5
INtANGIDIE ASSELS ... .uviiiiiiiiiiiiie e eeeeeete e 0.1 0.1
OLNEE BSSELS....uviiiiieriieeiitiiee st sttt e e s st e e e s saba e e e sbaeeesesteeeseans 6.0 6.5
Equity investments at fair VAlUE............ccceceeureveeeeeeeeeeeeeeee e, 2,907.7 2,251.5
B o] vz [ T==T=Y (=R 3,197.0 2,591.8
Liabilities

ACCOUNES PAYADIE .......vieiiiieiie ettt 0.5 1.3
Dbt SECUNLIES .....coiiiiiicec et 980.9 826.0
Other lIADIlIIES .........c.ceieiiieescememec e, 2.3 6.3
Total HabIlItIES ......oovvie e 983.7 833.6
Equity

Share Capital ........eeiiiiiiiiiiiie e 13.4 12.4
Additional paid-in capital .............ccuuvieccmeciiiiie e 634.2 499.4
TIEASUIY SNAIES .....vveiiuiieeiie et et e et eteeeate e e e e et e e eaaeeeateeenaeeas (0.9) (1.0)
OLNEI TESEIVES ...ccvviiei ettt ceemmmm ettt e e s st ae e e ettt e e s etbe e e s sbane e (0.7) -



REtAINEA AIMINGS ........veeeeeeeeeee s e e eee et eeeeseee e e e eeas s 1,567.3 1,247.4
Total equity 2,213.3 1,758.2

Total iabilities ANd EQUILY ..........c.cveveereeeeeeeeeseeeeeeeeeeeeeeeeeeeeeee e 3,197.0 2,591.8

Total Assets

Total assets increased by GEL 605.2 million, 0423.to GEL 3,197.0 million as at 31 December 2020,
compared to GEL 2,591.8 million as at 31 Decemlfdr92 The increase was primarily due to an incréase
equity investments at fair value, which was in tdue to the factors discussed above urideResults of
Operations—Year ended 31 December 2020— Gain estiments at fair value”

Total Liabilities

Total liabilities increased by GEL 150.1 million; ©8.0%, to GEL 983.7 million as at 31 December®02
compared to GEL 833.6 million as at 31 Decembe®2Uhe increase was due to foreign exchange movsmen

Total Equity

Total equity increased by GEL 455.1 million, or @&, to GEL 2,213.3 million, compared to GEL 1,758.2
million. The increase was mainly due to an increaasetained earnings.

As at 31 December 2018
The following table sets forth the statement o&fiaial position of the Group determined on a cadatéd

basis as at 31 December 2018:

Year ended 31
December 2018

(GEL millions)

Assets

Cash and cash eqUIVAIENTES ................ouummenreeeeeeeeiiiiiee e e e e seiire e e e e e e stvnreeaeeaeeeeeans 253.3
Amounts due from credit INSHIULIONS ........ccceeiveeiiiciiiie e ee e e e 40.3
Marketable SECUIEIES. .......uvveiiiieiieee ettt 71.8
ACCOUNES TECEIVADIE .......vvviiieei i eeeeee ettt e e e e e e e e e ee et areee e e e e 170.2
Insurance premiums receivable............oocveeeiiiiii e 57.¢

TSV =T 01 o = 276.2
INVESTMENT PIrOPEITIES ...eeiieiiiitiiiiee e e e ettt e e e e e eect bttt e e e e et e e e e e e et b e e e e e e e eeesanbaaaeeeeaans 151.2
PrEPAYIMENTS. ... vvieieitie e ettt e e e et emmeeeme e et e e e et e e e e etbe e e e etbeeeeeabee e e s nneeesesstaeeesnrreeas 117.8
INCOME TAX ASSELS ...eeieiiiiieeeeee e eeeeeee ettt e e e e e e e e e e e e e e eee e e e e e e e e e e e e 2.4
Property and @QUIPIMENT...............oouve o eseeeeeeteeeeeeateeeeebeeeeeeteeeeeessseeaesssseeeesnnes 1,573.6
[eT= T R TS =Y o [ 150.:

(€T oo 111 P 1421
INEANGIDIE ASSELS ... uuiiiiiiiiiiiiiie e eeeee e e et e e et e e e e e e e etaraee e s 51.5
(@] (o T=Y =TI TR 101.3
Equity investments at fair ValUE ............ceecec i 457.5
Assets of disposal groups held for sale.......ccceviiiiiiiiiiiiiiie e -

o] r= L TET =) £ P 3,617.3

Liabilities

ACCOUNTS PAYADIE ...ttt ettt e e e et 143.1
Insurance contracts HaDIlItIES.............comeieveeeeeee e s e e 68.2
INCOME tAX IADIIILIES ....vvveieiiicieiee s ettt e et e e s et e e e e e e et e e e e e e e enees 11
(DL E=Y g L=o I Ta oo 1 o[ P 62.3
BOMTOWINTS ..ttt ettt ete ettt e e ettt e e e ettt e e e ettt e e e eteeeeeeat e e e e eabeeeeeennaeaeesbeeeeasreeas 764.4
DEDL SECUNMEIES ISSUBT ........vvvveeee st e e e e s ettaee e e e e s s ettteeeeeesseeesanaaeeeeeeseannees 916.4



Other lIADIITIES ... ..ccvveeiiiiiiie et emeee ettt e et e e eene e s e e e neeesreeens 235.2
Liabilities of disposal groups held for SAIE . .vvveveeriiiiiiiiiiieeiiiieee e -

Total HADILIES ......vveevie et e e 2,197
Equity

SNArE CAPILAL ..eiiietiiie ettt e et ettt e e et e e et e e e ere e e e e stae e e eateaeaas 11.5
Additional paid-in CaPItal .............cuiiiiceeee et 498.8
=T S0 ] F= L= SR (0.6)
OtNBI TESEIVES ... iieie ettt e emmmmes et e ekt e e st e e et e et e e s tteeenteesenneeesneeeanseeanseeens 497.4
REtAINEA BAMINGS ......vviiiiitiie et e e e e tee e e e ette e e e et ee e e et e e e eetteeeeseasbeeeessreeeeans 90.5
Total equity attributable to the shareholder of JSCGeorgia Capital........................ 1,097.6
NON-CONErOIlING INTEIESES ... .vveiiivie e eetieeeee ettt e et e et e e e e e e e earee e 329.0
TOLAI @QUILY ©..eveeeeeeie ettt ettt et e eae et e et e et e e eteeeteeeteeeaeeereeerneenaeenees 1,426.6

Liquidity and Capital Resources

The primary source of liquidity for the Group's opt@ns is the issuance of debt securities asagatlividends
from its portfolio companies.

In March 2018, JSC Georgia Capital issued U.S.$8llibn 6.125% notes due in March 2024, with whible
Notes to be issued hereby are intended to be flengjith.

The Group's portfolio companies also finance théwesehrough issuances of debt securities and étiners
of financing at the asset level. In particular:

* In July 2020, GGU issued U.S.$250 million 7.750%esadue 2025 guaranteed by certain of GGU's
subsidiaries;

* GHG finances itself in part through the issuanc®ohl bonds. For example, in November 2019 and
July 2017, Evex Hospitals issued five-year locaidsin the amount of GEL 50 million and GEL 90
million, respectively;

* GHG and GGU enter into financing arrangements Vatdal and international financial institutions
(although GGU refinanced these arrangements witiptbceeds of the notes it raised in July 2020);

* Georgia Real Estate and Georgia Property Manage@wemip finance themselves in part through the
issuance of local bonds. For example, in Decemb#8,2Georgia Property Management Group issued
3-year bonds in the amount of U.S.$30 million an@ctober 2019, Georgia Real Estate issued 3-year
bonds in the amount of U.S.$35 million; and

* Bo0GG finances itself through customer depositsiat@ibank lending arrangements, as well as through
issuances in the international capital markets,r@nuher sources.

Capital Allocations

The table below sets forth a breakdown of capitatations for the years ended 31 December 20209 20.d
2018. Capital allocations in this breakdown alsidude the non-cash buyout of minority shareholdeGHG,
which has been allocated across the healthcarieagrvetail pharmacy and insurance businesses.

Year ended 31 December

2020 2019 2018
(GEL millions)

Large portfolio companies.............uuvvviiiiiiiieeiiiieiiiiiieenn 138.3 112.9 -
Healthcare SErviCes...........ooooi e 66.0 53.8 -
Retail pharmacy ..........coovvviiiiiiiicemmme e 66.1 54.0 -
Water ULHITY ....ooeveeiee e - - -
INSUMANCE......ocvviiiiiiiiiie e e 6.2 51 -



Investment stage portfolio companis..............cccccvvvvirinnnnne. 44.6 94.9 11.0

Renewable ENergy .........coovvvvvivvvt e e e 44.4 45.6 5.0
EAUCALION ....oeiiiiiiiiiiiee et 0.2 49.3 6.0
Other portfolio COMPANIES..........uviiiiiieeeiiiiiieee e 11.9 149.8 73.0
Total capital eXpenditure...............cooveeeieeeiieecie e 194.7 357.6 84.0

Commitments and Contingencies

The Group had contingent liabilities in respecbahk and other guarantees and other matters arisitige
ordinary course of business from which it is ap@ded that no material liabilities will arise.

Off-Balance Sheet Arrangements

Save as disclosed in Note 19 of to the 2020 Audiirdncial Statements, the Group was not a parayyaoff-
balance sheet obligations or arrangements as DEe8&mber 2020.

Qualitative and Quantitative Data About Market Risk

As part of overall risk management, the Group wes/atives and other instruments to manage expesur
resulting from changes of interest rates and foreigrencies. The Group actively uses credit texntscredit
limit systems on both sides, accounts receivableadisas accounts payable to mitigate the riskxakssive or
high risk exposures. For a full discussion of theup's risk management policies, see Note 19 t@@28
Audited Financial Statements.

Critical Accounting Policies

For details of the Group's significant accountingqes, see Note 3 to the 2020 Audited Financtat&nents.
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Overview

DESCRIPTION OF BUSINESS

The Group is a platform for buying, building andvel®ping businesses in Georgia. The Group's primary
business is to develop or buy businesses, help ithsitutionalise their management and grow theim imature
businesses that can further develop largely om dven, either with continued oversight or indeparitie The
Group's focus is typically on larger-scale investh@portunities in Georgia, which have the potdrit reach

at least GEL 0.5 billion equity value over 3-5 ye&om the initial investment and to monetise thtenough
exits, as they mature. The Group manages its fiortfompanies individually and does not focus ohiewing
intra-Group synergies. The Group does not havdalagpmmitments or a primary mandate to deploy suod
divest assets within a specific time frame. As sitdocuses on shareholder returns and on oppitigsvhich
meet its investment return and growth criteria.

The Group categorises its portfolio companies Bevis (with the percentages of the total portfaladue being
as reflected in the financial statements of thedssis equity investments at fair value as at 3bber 2020):

Listed businesses (18% of total portfolio valu€he Group holds a 19.9% equity stake in LSE
premium-listed BoGG, a holding company of a leadingersal bank in Georgia;

Private portfolio businesses (82% of total poribolialue) The Group's private portfolio businesses
comprise large portfolio companies, investment estaprifolio companies and other portfolio

companies:

o Large portfolio companies (64% of total portfolialue):

Healthcare services (20% of total portfolio valug&he healthcare services business,
owned through GHG, comprises three segments: ladspdinics and diagnostics;

Retail pharmacy (19% of total portfolio valud)he retail pharmacy business, owned
through GHG, consists of a retail pharmacy chaith arwholesale business, selling
pharmaceuticals and medical supplies;

Water utility (16% of total portfolio valueY he water utility business is owned through
GGU and supplies potable water and provides wasgewallection and processing
services to almost 1.4 million people in Georgiad a

Insurance (Property & Casualty and Medical) (9% tofal portfolio value) The
insurance business combines: a property and cgsumslirance business, owned
through Aldagi and a medical insurance businessgadvhrough GHG,;

o Investment stage portfolio companies (11% of tptatfolio value)

Renewable energy (8% of total portfolio vatughe renewable energy business
consists of the Mestiachala HPPs, Hydrolea HPPs$ten@Qartli Wind Farm, which are
owned through GGU, as well as a pipeline of up 7@ MW of renewable energy
projects in the advanced stage of development wilyrbeld under the umbrella of
Georgia Capital and intended to be transferred@WJ@t a later date (other than the
Darchi project, which is held under GGU currentigmnd

Education (3% of total portfolio valueYhe education business combines three high
quality school partnerships across the premium-levdl and affordable education
segments; and

o Other portfolio companies (7% of total portfoliolva): Other portfolio companies include five
businesses: housing development; hospitality andnoercial real estate; beverages; auto
services; and digital services.
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The following table sets forth a breakdown of the@'s portfolio value, based on the Group's hgldmthe
equity values of its portfolio companies:

As at 31 December 2020

Group
ownership
Fair value Total
(%) (GEL millions) (%)
Listed portfolio companies..............cuuviiiiiiiieeeeeiiieeiiieeen, 532 18%
BOGG ..ottt e 19.9% 532 18%
PriVate POTOlIO .........evevieeeeeeeeeeeeeeeeee et eeee e 2,376 82%
Large portfolio COMPANIES..........cccevuieeeeiiieeeeiiee e et 1,858 64%
HEAItNCAre SEIVICES. .......cccvviiiie et ettt e e e et 100% 572 20%
Retail PRAIMACY ......cuveeiuieieiieeie et emeee ettt ee e 67% 553 19%
WaALEr ULIILY .....oocvvieiiiiie ettt 100% 471 16%
Insurance (property & casualty and medical) coceeee.vveeeveeenne.. 100% 262 9%
Investment stage portfolio companies............ccvvvvvvvvviiiiinneennn. 303 11%
Renewable energy 100% 210 8%
EQUCALION ...t een e e e 70-90% 93 3%
Other portfolio companies?...........ccoocvvvveveeieeieeeeee e, 215 7%
Equity investments at fair value.............ccoovvviviiiiiiiiceeeeeees 2,908 100%

Note:

(1) Fair values of the housing development, hospitalits commercial real estate, beverages, auto seraitd digital
services businesses were GEL 95 million, GEL 4%onil GEL 55 million, GEL 13 million and GEL 9 miitin as
at 31 December 2020.

(2) The Group has different ownership stakes acrosaipre, mid-level and affordable segment schools.

Competitive Strengths

Management believes that the Group's ability t@ettand develop talent, management expertise @es$s to
local and international capital markets, combinéti & limited pool of potential competing purchastar large,
domestic acquisitions in Georgia, positions it vieltreate value by acquiring high quality assesttsactive
valuations and expanding its operations while na@nmg an attractive return on capital. Managenhad a
proven track record of creating value through sssftgé business development and investments, high
performance management processes, market consmtidaid successful exits.

In particular, Management believes that the Groampefits from the following competitive strengths:

Scale of business which positions the Group to H@nfeom growth in and diversification of the Geoign
economy

The Group is the only group of its scale focusednmesting in and developing businesses in Geagahis
therefore uniquely positioned to benefit from growthnd diversification of the Georgian economy. Gneup
owns interests in high-growth businesses in sedfbtise Georgian economy that are expected to hdrmf
such growth and diversification. The Georgian econgrew in real terms at a compound annual growtd ra
of 4.7% between 2010 and 2019, according to Geadstabugh growth in 2020 has been severely aftbbiye

the outbreak of COVID-19 and based on preliminatineates, Georgia's real GDP contracted by 6.12020,
Management expects growth to resume in 2021, WweahNIF forecasting growth of 4.3%. Management eigec
this growth to drive business growth and consunenahd in the segments in which the Group currently
operates. The Group also expects such growth ttrilsote to further investment opportunities, as|ves
opportunities to exit businesses in line with trategy.
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Experienced senior management team with strong kaecord and deep understanding of the Georgian
market

The Group's senior management team is highly espeed, and all of its members have previously seage
members of the BGEO Group management team, whitle\sad growth in net asset value of approximately
33 times between 2005 and 2017. Management waswasessful in growing market share across itSgart
companies. For example, the market share of thkitigbusiness measured by total assets grew fibB89%4

as at 31 December 2005 to 34.4% as at 31 Decerli@r &cording to the NBG. This growth was achieved
while maintaining an emphasis on asset qualityamservative risk management policies. Managernisat a
diversified the business via a number of strateggositions, established itself as a borrower aititernational
markets and money markets, attracted new institatiequity investors and strengthened its transggrand
corporate governance policies and procedures. @mersmanagement team also has a strong trackdretor
achieving favourable investment returns. For examiple team oversaw the successful initial pulffierimg

of GHG in November 2015, which achieved an IRR2i% at the time of the offering.

Proven track record of accessing the capital market

The Group's access to both equity and debt capibaides flexibility in managing its balance shest & one
of the Group's key competitive advantages in riegjigs goal of capturing attractive investment ogipnities

in Georgia. The Georgian capital markets are niofujly developed and corporates therefore havesrhimited
options to raise capital locally and domestic comuiaé banks remain their primary source of fundiBy.
contrast, the Group has more than ten years aiatienal capital markets experience, includingtigh its
predecessor entities, and has raised approximédt8ly0.5 billion in equity on the LSE and has &dmut six
Eurobond issuances which, in aggregate, raisedorjopately U.S.$1.7 billion (including funds raiséy
portfolio companies). In addition, more than U.SKiBion has been raised from international finahcia
institutions (1FIs") (including the EBRD and the IFC). Furthermors,aalisted company, the Group has the
ability to use its stock as acquisition currensyitaid in a cash-efficient manner when it acqdiites remainder
of GHG shares that it did not already own via asleaxchange offer in August 2020. Management adtiees
that the Group's investment in BoGG is liquid dmelGroup could access further capital, if needggubosuing
an appropriate method of monetising this asset.

Rigorous analysis methods and processes in relatmeapital allocation and valuation

The Group performs a 360 degree analysis every itimakes a capital allocation decision, compaeagh
investment or divestment opportunity with a buybapkortunity. Georgia Capital PLC's share pricatithe
core of each investment decision. The Group focosasvo metrics at the Group level, IRR and mudtipf
invested capital. The key metric for reinvestmdnthea portfolio company level is return on investegbital
("ROIC™). In relation to divestments, in February 202@ Group created a new role of Chief Strategy QOffice
The Chief Strategy Officer is responsible for ovensg the establishment of structured exit procefsethe
Group's portfolio companies.

The Group has a rigorous valuation system in ptess its portfolio companies. In order to addtauihl
transparency to its private portfolio valuatiorg tAroup hired an independent third party valuatimmpany to
perform valuation assessments of private large@mricompanies. Accordingly, 82% of the total golib is
valued based on the external sources as at 31 Dece2f20, comprising private large portfolio compan
(64%) and the stake in BoGG (18%). Financial statgmof the Issuer, which include valuations ofeébaity
investments, are audited by independent auditoesnamnual basis.

Optimal leverage and liquidity profile and favour&ddividend income outlook from portfolio companies

Following a spike during the COVID-19 outbreakthe fourth quarter of 2020 the Group returnedstetgeted
LTV ratio, which is defined as net debt dividedthg portfolio value, of 30%. Its pre-COVID-19 LT\4tio
averaged 22% (for 2018 and 2019). LTV spiked wiih ¢énset of the COVID-19 pandemic, reaching 4411% i
March 2020, but has since declined to reach 29%t & December 2020. The Group had liquid funds and
loans issued of U.S.$86 million as at 31 DecemPB@02 of which 57%, 5% and 38% were cash and amounts
due from credit institutions, marketable securit@@gl loans issued, respectively. The Group's antest
operating expenses (defined as the sum of sakamgsther employee benefits paid and general, astnaitive

and operating expenses paid as presented in ther'sgonsolidated statement of cash flows) in 208€e
U.S.$4 million and the annual bond coupon expeasgwas U.S.$17 million. The Group has a solidakvid
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income for 2020 and income outlook for 2021 onlibek of strong cash flow generation. As at 31 Ddup®m
2020, the aggregated cash balance of all privagmesses in the portfolio was GEL 392 million. Blggregated
net operating cash flow generation across the faribasinesses in 2020 was GEL 376 million. In 2086,
aggregated revenue and EBITDA of these businesaesGEL 1,625 and GEL 292 million, respectively. In
2020, although BoGG suspended the payment of didgldue to the COVID-19 outbreak, the Issuer reckiv
dividends of GEL 29.9 million and it expects toe®e dividends from its private portfolio companiEtween
GEL 60 to 70 million in 2021 reflecting organic grith in dividend flows and addition of GHG as a new
dividend payer.

Efficient cost structure

The Group's management team's remuneration is Iheasighted towards share-based compensation.
Approximately two-thirds of the Issuer's total cg@rg expenses are targeted to be in the formanfesbased
compensation expected to be paid by way of long+tdeferred shares as described above. The Groug has
small headcount with approximately 40 employeetha@tssuer. Management believes that the remunarati
policy, combined with the Group's well-integratedimagement team, lean corporate structure, shaeetbas
remuneration policy, and commitment to cash predem, enables the Group to operate in a costiefiic
manner.

Transparency and robust corporate governance

The Issuer's former parent company, BGEO Group RiaS,a longstanding culture of transparency and has
been complying with the obligations applicable tander the Listing Rules and Disclosure Guidance a
Transparency Rules since November 2006, when #@rbedhe first Georgian entity to list its globapdsitary
receipts (GDRs") on the LSE. Moreover, as members of the grougpaiipanies owned by BGEO Group PLC,
the Group's core businesses have complied in alériabrespects with the robust corporate govereanc
standards for a premium listed company since 2@h2n the shares of its UK incorporated holding canyp
BGEO Group PLC (formerly known as Bank of Georg@dihgs PLC), were admitted to the premium segment
of the Official List and to trading on the LSE'simenarket for listed securities. The Group contsiteemaintain
these high standards of governance and transpasamzy the demerger in May 2018, when Georgia @apit
PLC was admitted to trading to the premium segraeithe LSE's main market for listed securities. Gheup's
strong Supervisory Board is comprised of membeth extensive international experience, all of whack
also the Board members of Georgia Capital PLC. Sihervisory Board is responsible to shareholders fo
creating and delivering shareholder value ovelldhg-term through the management of the Group'sbss.
Among the Supervisory Board's responsibilitiess@téing and overseeing the execution of the Graisegy
within a framework of effective risk management amtérnal controls, demonstrating ethical leadgrsind
upholding best practice corporate governance. édigilons are made through directors exercisingoiedéent
objective judgement and following open and rigorohallenge.

Strategy

The Group invests in Georgia, develops and growsleases and realises proceeds through exitsestinents
mature. The three fundamental enablers of itsegjyahclude:

* superior corporate governance;
* access to management; and
* access to capital.

The Group introduced an updated strategy on itsstor Day held in November 2020. Pursuant to tliatgol
strategy, the Group intends to focus on largeresogkestment opportunities in Georgia, which héediotential
to reach at least GEL 0.5 billion equity value otfer next 3-5 years and to monetise investmentsigir exits,
as investments mature. This larger size is expetbtegrovide improved liquidity and improved exit
opportunities, to support the Group's desire teicedhe current discount to reported NAV per shahes is
based on the notion that large companies are ntbexive for international buyers as comparednalger
companies, which tend to be attractive for locatl aegional buyers. In addition, it is considereatth
management's time will be used more efficientlyhwegard to large opportunities.
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Following the completion of the GHG acquisitionAngust 2020, in line with its updated strategy, Greup
changed the classification of its portfolio intstéd portfolio companies, large portfolio companiegestment
stage portfolio companies and other portfolio congs Large and investment stage portfolio comanie
comprise defensive, high quality assets with strang growing cash flow streams. The other portfolio
companies (7% of total portfolio value as at 31émier 2020) include five businesses in the pripatéolio
which the Group currently believes offer less dol@la@rowth potential. The Group has also moved fsemi-
annual reporting to quarterly reporting, with gegadisclosure on large and investment stage corapani

The Group's capital allocation decisions will bdie with the updated strategy. The Group's lgrgefolio
companies (comprising the healthcare services| pétarmacy, water utility and insurance businesassclose

to reaching a GEL 0.5 billion in value, whereasiitgestment stage portfolio companies (comprisimg t
renewable energy and education businesses) haveotaetial to reach GEL 0.5 billion in value based
management's projections. Accordingly, the Grougnglto invest predominantly in the investment stage
portfolio companies in the medium term. The Grolamg to invest U.S.$50 million in these portfolangpanies
over the next three to five years, including U.®.#llion in 2021. Its other businesses (comprighmghousing
development, hospitality and commercial real estaggerages, auto services and digital servicesésses)
are currently considered to have limited poterttakach GEL 0.5 billion in value.

Realising the value of one of the Group's largestments is a strategic priority in order to cortgtée full
cycle of the Group's strategy (invest, grow, ma®tand to validate the Group's portfolio valueer€fore, as
announced on 12 November 2020, the Group is tagétie completion of a trade/strategic sale of anies
large businesses over the next 18 to 24 monthstirstdrom 2020, the Group is institutionalisingetlexit
process, which includes the appointment of the IC3ti@tegy Officer in February 2020.

Another strategic priority is the divestment of thesinesses comprising the other portfolio comgamigich
have limited potential to reach GEL 0.5 billionvalue. While a number of these businesses haveigirgnm
potential, the Group currently believes that moay mot offer the scalable growth potential the Greaeks to
achieve. Absent changes in this assessment inutbeef the Group is targeting to exit the othertfptio
companies in the next two to three years.

History

The Issuer was the investment arm of BGEO Group pMi@e to its demerger from BGEO Group PLC in 2018.
The BGEO Group's principal banking business, JS6kB# Georgia, traces its roots to 1903 and is the
successor to the former state-owned Binsotsbanichwiis privatised in 1994. In 2000, JSC Bank obi@ia
became one of the first companies to list its seearon the Georgian Stock Exchange. In 2004, J&Gk Bf
Georgia replaced its senior management with a td#gmnimarily Western trained and educated professd

In November 2006, JSC Bank of Georgia completedhitg@l public offering of GDRs, becoming the first
Georgian company to list GDRs on the LSE, which Yedlswed by its debut Eurobond offering in 200i. |
2006, the BGEO Group's healthcare business (whashimtially a subsidiary of JSC Bank of Georgia Wwas
subsequently demerged to form part of GHG), opé@sdist ambulatory clinic in Tbilisi to capitakson growth
opportunities in the Georgian healthcare servicaskat and diversify its sources of revenue. In 208C Bank

of Georgia decided to focus on the development yofergistic businesses, particularly in the Georgian
insurance, healthcare and real estate marketsjghrihe vertical integration of its insurance aedlthcare
businesses. In March 2012, Bank of Georgia HoldRIg€ (as it was known until 20 November 2015, witen
changed its name to BGEO Group PLC), became JS& &&aBeorgia’s ultimate parent company following a
tender offer and its shares were admitted to teenum listing segment of the Official List and tading on
the LSE in February 2012.

In December 2014, JSC Bank of Georgia's parent aogBGEO Group PLC, revised JSC Bank of Georgia's
corporate structure, reflecting its ambition to eperas a Georgia-focused banking group with ansinvent
arm. As part of this intra-group reorganisation,EBGGroup PLC's operating subsidiaries were orgdrirge
new banking business and investment business ségjniem latter comprising the Group.

Following changes in banking regulations in Georgine with the NBG's stated intention to regaldanks

on a standalone basis, thereby limiting investmiemsn-banking subsidiaries, and also in line wihusiness
strategy, BGEO Group PLC completed a corporategegosation whereby certain investment and financial
services assets were demerged from JSC Bank offaeund a new intermediate holding company, JSCBGE
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Group, was established as a wholly owned subsidifBGEO Group PLC to serve as the Georgian holding
company of both the banking business and the ime#t business segments. JSC BGEO Group's ultimate
parent company was renamed BGEO Group PLC to réfleatew structure and strategy.

In November 2015, the BGEO Group completed theessfal IPO and premium listing on the LSE, of its
healthcare business, GHG.

On 3 July 2017, the Board of BGEO Group PLC annednts intention to demerge the BGEO Group into a
London-listed banking business, BoGG, and a Lordbed investment business, Georgia Capital PL& Th
demerger was completed on 29 May 2018. The Issuegrtly holds 19.9% of BoGG.

In December 2019, the Group increased its sta&i6G to 70.6% following the completion of a sharelenge
facility. On 16 July 2020, a share exchange offas wompleted whereby GHG shareholders receivedgizeor
Capital PLC shares in exchange for their GHG sha&eowing the exchange offer, the Issuer's egsiiake

in GHG reached 100% on 28 August 2020. GHG wasdstisted from the LSE in August 2020. GHG is now
a private portfolio company of the Group. Followihgs transaction, the Group revised its strategychanged
the classification of its portfolio into listed gfwlio companies, large portfolio companies, invesiht stage
portfolio companies and other portfolio compantese"—Strategyabove.

Portfolio Companies
Listed Portfolio Companies

The Group's sole listed portfolio company is its9%8 equity stake in LSE premium-listed BoGG, a hajd
company of a leading universal bank in Georgia.

BoGG is a UK incorporated holding company listedtbe premium segment of the LSE. BoGG's primary
operating subsidiary is JSC Bank of Georgia, whackcounted for 97% of BoGG's total equity as at 31
December 2020. The market capitalisation of BoGGf&d December 2020 was £600 million.

BoGG operates through the following business setgnél) RB services; (2) CIB services; and (3) BMBjch
provides banking operations in Belarus. JSC BarRergia's market share in Georgia was 34.9% ara¥38
based on total gross loans and total client depasspectively, according to statistics publishgdhe NBG
as of 31 December 2020, making it the second latgEsk in Georgia in terms of gross loans and dngelst
bank in Georgia in terms of client deposits.

Management believes that recent and potentialéujuowth in the Georgian economy provides oppoatigsi

in a number of underdeveloped segments and thatGBieGvell positioned to capture growth opportursitie

the Georgian corporate and MSME sectors. BoGG &naieliver on its strategy, targeting ROAE of atde
20% each year, annual growth in its portfolio oarle to customers and finance lease receivables of
approximately 15% and an annual dividend payout iHtbetween 25% and 40%.

The following tables set forth selected consoliddtgures relating to BoGG as at and for the yesded 31
December 2020, 2019 and 2018:

As of 31 December

2020 2019 2018
(U.S.$ millionsy (GEL millions)
TOtAl ASSELS ...iivviiiiiie e eee e 6,725.2 22,035.9 ,5B88.5 14,798.3
Loans to customers and finance lease receivalies,.n 4,331.3 14,192.1 11,931.3 9,397.7
Client deposits and NOtES .............ccoveeemeeeeeeeevvveeennn. 4,278.9 14,020.2 10,076.7 8,133.9
Iz U =To (U] Y SRR 778.2 2,549.9 2,150.9 1,798.3

Note:
(1) Converted into U.S. Dollars for conveniencengsan exchange rate of GEL 3.2766 per U.S.$ 14i@gkihe official
Lari/U.S. Dollar exchange rate reported by the NB(G31 December 2020.
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The year ended 31 December

2020 2019 2018
(U.S.$ millionsy (GEL millions)
Profit for the year ...........ccccovvviiviiicceee 90.0 294.9 500.0 &78.

Note:
(1) Converted into U.S. Dollars for conveniencengsin exchange rate of GEL 3.2766 per U.S.$ 1€ifghthe
official Lari/US Dollar exchange rate reported bg tNBG on 31 December 2020.

According to NBG Basel lll standards as applieG#&orgia, JSC Bank of Georgia had a Common Equiy Ti
1 Capital Adequacy ratio of 10.4%, a Tier 1 Capitdequacy ratio of 12.4%, and a Total Regulatorpi@h
Adequacy ratio of 17.6%, as of 31 December 2020.

JSC Bank of Georgia was established on 21 Octdif#t as a joint stock company under the laws of Giaor
and registered by Krtsanisi-Mtatsminda District @aunder number 06/5-07 on 29 November 1995. JStk Ba
of Georgia operates under a general banking licesced by the NBG on 15 December 1994 and thedfaw
Georgia on the Activities of Commercial Banks da?&dFebruary 1996. The rights of shareholders & JS
Bank of Georgia are contained in the charter of B&ak of Georgia and it is managed in accordande twose
articles and with the provisions of Georgian lalweNBG has designated JSC Bank of Georgia as cheasf
systemically important financial institutions in @gia.

Retail Banking (RB)

Based on public disclosures by other banks in Gapd$C Bank of Georgia believes it has one ofatgest
distribution networks in Georgia, with 211 retaibbches and 960 ATMs as of 31 December 2020 (ajthou
the number of branches has decreased since 31 bec2019 due to the closure of Express Bankingahres).
As of 31 December 2020, JSC Bank of Georgia hal.2%4 market share of deposits from individuals and
37.7% market share of loans to individuals, aceardo information published by the NBG. Its RB puots
and services include retail lending, deposit actuATM services, internet, mobile, telephone aMdSS
banking, utility bill payments and money transfengces. JSC Bank of Georgia has more than 2.iomitlards
in issue and is the exclusive issuer of Americapreéss credit cards in Georgia to 2023 (inclusi¥a)of 31
December 2020, the Bank had over 2.6 million RBauers, a gross retail loan portfolio of GEL 8,98®#ion
(U.S.$2,741.3 million) and client deposits and saté retail customers of GEL 7,102 million (U.S3$&7.5
million). Of JSC Bank of Georgia's client deposit&l notes of retail customers, as of 31 Decemtizd, Z1.3%
was Lari-denominated and 68.7% was foreign curr@leominated (principally in U.S. Dollars). As tiet
same date, of JSC Bank of Georgia's client dep@sits notes of retail customers, GEL 4,261 million
(U.S.$1,300.4 million) were time deposits and GE842 million (U.S.$867.1 million) were current acots
and demand deposits.

For the years ended 31 December 2020, 2019 and #@1BB segment generated profit of GEL 128.6iomll
(U.S.$39.2 million), GEL 318.6 million, and GEL 288nmillion, respectively, corresponding to 43.69,®%6
and 68.2% of JSC Bank of Georgia's profit, respebti

Corporate and Investment Banking (CIB)

JSC Bank of Georgia has a market share of 37.3%d@stotal customer deposits of legal entities20%
based on total loans to legal entities as of 3lebdxer 2020, according to information publishedh®y/NBG.
JSC Bank of Georgia provides corporate lendingdditeon to offering current and term deposit acdsun
account administration and cash management seryeagsoll services, trade financing and foreignrexwme
services. As of 31 December 2020, JSC Bank of Gadrad approximately 3,000 CIB customers, a CIB net
loan portfolio of GEL 4,662.3 million (U.S.$1,422willion) and client deposits and notes of GEL @.39
million (U.S.$1,951.6 million). Of JSC Bank of Geaa's CIB client deposits and notes, as of 31 Déaem
2020, GEL 3,346.0 million (U.S.$1,021.2 million) nee Lari-denominated and GEL 3,048.7 million
(U.S.$930.4 million) were foreign currency-denontéth As of the same date, of JSC Bank of Georgii@st
deposits and notes, GEL 3,322.2 million (U.S.$1.918illion) were time deposits and GEL 3,072.5 ioiil
(U.S.$937.7 million) were current accounts and derdeposits.
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For the years ended 31 December 2020, 2019 and 2#18IB segment generated profit of GEL 156.2ioml
(U.S.$47.7 million), GEL 188.7 million, and GEL 119million, respectively, corresponding to 53.098,73%6
and 31.4% of JSC Bank of Georgia's profit, respebti

Large portfolio companies

The Group's large portfolio companies consist efhiealthcare services, retail pharmacy, watertyutind
insurance businesses.

GHG

GHG holds the healthcare services, retail pharnaacy medical insurance businesses (the latter athnisi
described below undér—Insurance (Property & Casualty and Medical)In the year ended 31 December
2020, the healthcare services, retail pharmacynagdical insurance businesses of GHG accountedsfir, 2
65% and 7% of GHG's total revenue and 44%, 51%5bahaf EBITDA. 59% of GHG's revenue for the year
ended 31 December 2020 was attributable to outokgt payments, with the remaining 19% and 22%gbein
attributable to UHC and other sources, respectively

GHG's business was founded in 1990, when it wabkshed as an independent insurance provider uhder
brand name Aldagi, and developed rapidly during20@0s. In 2006, GHG opened its first ambulatonyicl
in Thilisi and from 2008 to 2012, GHG acquired t@atof 23 hospitals and integrated its medical iasae and
healthcare businesses. It completed several otlgrisations in the following years. In 2016, GHGgaired
JSC GPC, which was then one of the three largestmceutical retailers and wholesalers in Geoegid,JSC
ABC Pharmacia, then, in 2017, the fourth largestrpiaceutical retailer and wholesaler in Georgiandhing
the retail pharmacy business.

GHG was a subsidiary of Bank of Georgia from 200dil uts initial public offering on the LSE in 2015
Following the demerger in 2018, the remaining 578&kein GHG was held by the Group. In December 2019
the Group increased its stake to 70.6% followirggdbmpletion of a share exchange facility. Subsattyian
August 2020, the Group acquired the remainder oGGHhat it did not already own via an exchange offer
making GHG a portfolio company of the Group.

The three pillars of GHG's strategy are as follows:
* Operational performance, which encompasses:
o Utilisation: GHG intends to increase its bed ocaupyerate;

o Optimisation: this includes the disposal of unuassets and the disposal or transformation of
low ROIC assets;

o Efficiency: this entails the automation of servp®@cesses and the full roll-out of healthcare
information services HIS") in all of GHG's healthcare facilities across @pa (as described
in further detail below); and

o Digitalisation: GHG is targeting a fully integratétdS to help it to manage customers in an
integrated manner;

* Financial performance, which encompasses:

o Cash flow generation via higher earnings, reducgltal requirements and reduced cost of
funding; and

o Capital allocation through deleveraging, minorityybuts, capital returns and investing in new
opportunities; and

» Growth pipeline, which encompasses:

o Business organic growth through a supportive macmoemic environment, growing
healthcare spending, a low base for healthcarenenehsing penetration; and
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o Growth projects such as medical tourism, lab rgbhdrmacies in Armenia, EKIMO, aesthetics,
clinical trials and opticians (sée-Retail pharmacybelow).

GHG has almost completed the implementation dflis across all of its healthcare facilities in Ggar The
HIS includes the following elements:

» Electronic Medical Records EMR"): After implementing EMR at clinics across GHGistwork,
which significantly increased patient throughpnt2020, EMR was also fully implemented across all
of GHG's hospitals;

* Inpatient Medical Ordering System: GHG's hospithésse successfully implemented electronic
ordering at all 17 of its hospitals, eliminatingrgficant paperwork in inpatient departments;

* Picture Archiving and Communications SystefAACS"): All Thilisi based hospitals and polyclinics,
both inpatient and outpatient, were successfultyneated to PACS, integrating more than 100 pieces
of radiology equipment; and

* Laboratory Information Management Systeml1S "): LIMS has been fully integrated with GHG's
inpatient and outpatient EMR, ensuring fast andhtjgality cooperation between healthcare facilities
and the Megalab (described below unteiHealthcare services—Megal gb"

Healthcare servicesGHG's healthcare services business currently deagpa vertically integrated network of
17 referral hospitals, 34 clinics (including 19 eommity clinics and 15 polyclinics) and Megalab, its
diagnostics business which it added in Decembe8 2BHG considers itself to be the market lead€&eorgia

in each of its businesses. It accounted for apprately 20% of total hospital bed capacity as abatember
2020 based on data published by the NCDC.

Hospitals GHG's 17 referral hospitals are located in Tbdisd major regional cities. They provide
secondary or tertiary level outpatient and inpatiagnostic, surgical and treatment services. rEfierral
hospitals serve as hubs for patients within a gregion. As at 31 December 2020, GHG's hospitads2¥a96
hospital beds and revenue per bed was GEL 89.5a&mou The bed occupancy rate for 2020 was 53%hend t
average length of stay was 5.6 days. 25% of revéouae hospitals for the year ended 31 December 2020
attributable to out-of-pocket payments, with th@aeing 70% and 5% being attributable to the UHG atfer
sources, respectively.

In 2017 and 2018, GHG launched two flagship hotpitebilisi Referral Hospital and Caucasus Medicanhtre,
completing its hospitals expansion programme ancediat the time of GHG's initial public offeringbilisi
Referral Hospital operates 332 and Caucasus MeQeae operates 306 newly renovated beds. Bothithts
are located in the capital city and represent tspitals of choice for high-quality elective medicare country-
wide.

On 19 August 2020, GHG signed a sale and purchgieement to sell a 40% equity interest in a holding
company of High Technology Medical Centre Univer€itinic ("HTMC ") to Thilisi State Medical University,
which intends to use it as a teaching platform (8&le"). The total cash consideration for the Sale §.512
million (GEL 36.8 million). Due to HTMC's sharehatd structure (GHG owns 10%, Thilisi State Medical
University owns 40% and 50% is held by an individtareholder and current CEO of HTMC), GHG has had
less control over HTMC's operations. GHG intendset the remaining 10% equity interest in the augni
months. HTMC had a 13.0% and 9.8% share in théhetdthcare business's assets and EBITDA, reseégti

in 2019. The Sale is in line with GHG's strategydieest low-return generating assets. HTMC is ohthe
lowest return generating assets across GHG's hoppittfolio with an ROIC of 3.4% in 2019. The dstment,
therefore, materially improves the healthcare lessis ROIC, increasing the healthcare business&R0OIC

by 90 basis points on a pro forma basis. GHG irgé¢aduse the proceeds from the Sale to reduceitdebt
position and improve its leverage ratio, wheredb&t of GEL-denominated debt is approximately 11.5%

In March 2020, GHG allocated six hospitals (appmadely 600 beds) across Georgia for COVID-19 pé&ien
Since September 2020, due to the increased spfede €OVID-19 virus, the business has mobilisea te
healthcare facilities, four clinics and six hoslgitavhich are only receiving COVID-19 patients, ateth
healthcare facilities as hybrid facilities, recatyiboth COVID-19 and non-COVID-19 patients, withrethan
1,300 beds across the country. The Government feitgburses costs associated with COVID-19 treatsnen
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and also pays a fixed fee amount per each occog@dor COVID-19 patient. The facilities have beeepared

with properly trained medical teams, isolated wanats fully equipped intensive and critical cardsirinfection
prevention and communicable disease emergency nadpess programmes and guidelines have been
established across GHG's hospitals and clinicseaan 5,000 GHG employees from the hospitalsicsliand
pharmacies have been given comprehensive traingtgied to COVID-19, including how to prevent theus
spread and manage patients and customer flow. & daGHG more than 24,000 participants attended
trainings in 30 different modules and protocols.

A number of key new services have been launcheld asdelemedicine and pharma home delivery service,
through the new EKIMO application. For details ¢fIEIO, which is a telemedicine and pharmaceuticahbo
delivery service, seée—Retail pharmacybelow. Enhanced digital channels at clinics ase aking provided,
with doctors having provided more than 35,000 cttasians though the 24-hour available hot lines esrdote
consultation via social media to more than 5,00€xigis to date.

Clinics. GHG's 34 clinics included 19 community clinicddalb polyclinics. Community clinics are
located in regional towns and municipalities analvjite outpatient and inpatient diagnostic, basigisal and
treatment services to the local population. Pahycs are located in Thilisi and major regionalestand provide
basic and full-scale outpatient diagnostic andtineat services. In its highly integrated businessleh the
clinics are often the first point of interactiorr fattracting patients. The patients who come tatimécs can be
referred to GHG's hospitals for treatment or tgharmacies to fill their prescriptions, if necegsd owards
the end of 2018, GHG entered the dental markedbydhing dental clinics within its polyclinics.

As at 31 December 2020, GHG's clinics had 353 comnity@nd clinic beds and 518,000 registered patient
(with 224,000 of these patients being located ifidiph 12% of revenue from community clinics fdret year
ended 31 December 2020 was attributable to oubokgt payments, with the remaining 85% and 3% being
attributable to UHC and other sources, respectivel$o of revenue from polyclinics for the year esh@d
December 2020 was attributable to out-of-pockenhpenyts, with the remaining 31% and 18% being attizibie

to UHC and other sources, respectively.

MegaLab In December 2018, GHG added a diagnostics busimeter GHG when it opened Megalab.
Megalab is the largest diagnostics laboratory nbt m Georgia but in the entire Caucasus regibis.d multi-
disciplinary laboratory, equipped with the latedtastructure and state-of-the-art technology, doge7,500
square metres. It provides a full range of accuhagd quality diagnostics services, including basid complex
laboratory tests to the entire population of Geargn 2020, Megalab served 611,000 patients arfonmeed
1,424,000 tests, with an average number of testpgieent of 2.3 and average revenue per test of GE2.

The diagnostics business is an important new bssiimee for GHG. Through this business, GHG hasptetad
the process of centralising its internal lab dembndcollecting samples from its hospitals and plohycs
throughout Georgia. Test results are distributedtebnically to each hospital and polyclinic withihre GHG
businesses through the LIMS, enabling GHG to besrefficient and provide a reliable service to égignts,
while keeping test costs low.

In April 2020, the diagnostics business startedrtgage in testing patients for COVID-19 and hasopeed
over 125,600 COVID-19 tests as of 26 February 2021.

Retail pharmacyBased on publicly available data of competit@sa31 December 2020, the Group
believes that the retail pharmacy business wasatigest pharmaceuticals retailer and wholesaléerims of
both revenue (with an approximately 33% marketesharhe retail pharmacy business was formed thr@ugh
series of acquisitions commencing in 2016, as desdrabove undé—GHG (Healthcare Services and Retail
Pharmacy)” In 2020, the retail pharmacy business issued (&illion bills with an average bill size of GEL
16.8. GHG has 309 pharmacies located across Gemsgieell as four pharmacies located in Armenia. GHG
operates under two pharmacy brands: GPC, whichangeted at the high-end customer segment; and
Pharmadepot for the mass retail segment. The assin@d an average of 2.3 million customers per Imont
during 2020. 73% of revenue for the year ended &deimber 2020 was retail revenue, with the remaiitg
being wholesale revenue. The retail pharmacy basihas been more resilient during the COVID-19 pand
in comparison with the healthcare services busjraspharmacies have remained open during the daakd

GHG launched a new digital consumer health platfdEkIMO, towards the end of 2019. EKIMO combines
all components of primary healthcare, includingtdog; clinics, laboratories, radiology units, refdiarmacies
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and medical insurance. The platform is open to lagsithcare services provider or health producesét
Georgia and is free of charge for patients andoonsts. Since its launch, approximately 1,000 dedi@m 80
different clinics have joined EKIMO. ApproximateB0% of these have been from independent third party
clinics. EKIMO provides quick and easy access ® ¢htire health care ecosystem starting from bapkin
including appointments with doctors, online payrseminline consultation and pharmaceuticals delegeri
Since its inception, there have been approximédi4;000 downloads of EKIMO, with approximately 1000
registered users and approximately 4,000 monthhngausers, with approximately 8,200 doctor corsidns

and approximately GEL 2.5 million in online pharreaticals sales, with an average pharmacy ticket iz
approximately GEL 36.

Other growth initiatives include aesthetics andutgaetail. In June 2020, GHG opened its first laests retail
branch leveraging its existing Caraps Medline braridch is concentrated on aesthetics, skincaredrehlthy
lifestyle. It also entered the beauty retail matkebugh a partnership with the Body Shop, obtarihre right
to operate the Body Shop in Georgia for an initggin of ten years beginning in September 2019. Gid&
already opened three standalone flagship storébilisi and has developed the shop-in-shop modé&bi of
GHG's pharmacies as at 31 December 2020.

Finally, GHG has been adding pharmacies in Armeaching a total of four pharmacies. These phaiesac
entail a relatively low capital commitment of apgroately U.S.$50,000 per pharmacy.

Water Utility

The water utility business is operated by GGU, Wwiatso owns the majority of the Group's renewahkrgy
business, as described below undeinvestment Stage Portfolio Companies—Renewaldeglfh The water
utility business supplies potable water and pravidastewater collection and processing servicegost 1.4
million people in Georgia. GGU uses a portion @ #hectricity generated by its renewable energyness for
internal consumption to power its water distribatigetwork.

In December 2014, BGEO Group acquired a 25% stakkgeorgian Global Utilities Limited for U.S.$26.25
million. In June 2016, it acquired the remainind« Stake for U.S.$70 million. Effective May 2018, BG
Group was demerged into BoGG and its investmennbss, Georgia Capital PLC. Following the demerger,
Georgian Global Utilities Limited became a whollyreed subsidiary of the Issuer.

Water Supply and Sanitation Services

GGU supplies potable water and provides wasteveaiégction and processing services to almost 114omi
people in Georgia. It is a natural monopoly in ¢aeital city of Thilisi and the surrounding arealuding the
cities of Rustavi and Mtskheta. In the Thilisi atskheta areas, potable water is supplied by GWH#ewn
the Rustavi area, it is supplied by Rustavi Wate€ LGardabani Sewage Treatment Plant LLC is a wadts
treatment plant serving the customer bases of witiy business. During the years ended 31 Deesrdb20,
2019 and 2018, GGU sold 165.9 million, 178.3 millend 178.4 million cubic metres of water, respetyi

The following table sets forth certain data regagdhe water utility business for the years ende@®8cember
2020, 2019 and 2018:

Year ended 31 December

2020 2019 2018
Water salegmillions of cubic meters)..........ccccceeeeeeennnn. 165.9 178.3 178.4
Self-produced electricity consumptigmillions of KWh) 175.2 174.0 193.2
Water 10SS rati@o) .........ccovvvevvuvivniiiiiieeeeeeeeeeiiiiinn 62.4% 65.1% 67.2%
Capital repair of water netwokm)............ccceeeeeeeeeeeennn. 37.6 92.3 121.1
Capital repair of wastewater netwdim)...................... 15.6 21.8 15.7
Number of water failuré8...............c.ccooeeveiiiiiecneenen, o6l 9,345 9,620
Number of wastewater failures ..............ccccoviieeennen. 16,394 16,983 17,010
Network failures per kilometres.............cceeemeeiieeeeeennn. 6.9 7.1 7.6

Note:



(1) When GGU is notified of a potential failure, itglaical team visits the respective site. If no dgena identified, the event is not considered
a failure. If the failure is significant, it is daified as a rehabilitation.

Water Supply and Water Treatment Infrastructdnee majority of raw water used by GGU in the ps@mn of
water supply and sanitation services to its custsnsesourced from the Aragvi River Valley. Aftéretwater
flows through the Zhinvali HPP (discussed below emd—HPPSs"), it flows to the Bodorna distribution
reservoir through a tunnel that is approximatekil®metres in length. From the Bodorna reservdie, water
flows at approximately 12-13 cubic metres per sddowards Thilisi via a 40-kilometre tunnel whilater is
spilled back to Aragvi River at a rate of approxiefg 30-35 cubic metres per second. 5-6 cubic raeaifevater
from the 40-kilometre tunnel is delivered and teelt the Ghrmaghele water treatment plant ancethainder
is deposited into the Thilisi water reservoir, whgerves as a buffer reservoir.

Surface water from the Aragvi River is processeatitegated in natural sand and gravel infiltratioees situated
on extended land owned by GGU in the Aragvi Rivall&y outside Thilisi. This surface water is suhssgly
delivered to service reservoirs where it is chiai@ad and distributed in the water supply networlatél
processed by the Rustavi water infrastructure iscgal entirely from the Khrami River and is treatéeédhe
Khrami water treatment plant.

As part of the treatment process, water is chloeshand, if necessary, coagulated with aluminiufprsate.

All water supplied complies with World Health Orggation recommendations and national water quality
standards. Water quality is monitored on a dailyidyaand regular monitoring procedures are cawigdin
Thilisi and its surroundings at 390 points of thegev supply network. To assist with this processlU®perates

a chemical micro-biological laboratory located te premises of the Ghrmaghele water treatment plant
Thilisi. The laboratory is accredited accordingtihe 1SO 17025:2018 (certificate number: CAC-TL-0R49
standard. Water quality fully satisfies the staddaset out in National Technical Regulations omking Water
Quality (Decree No. 58 of the Government datedarfudry 2014).

Once treated and processed, water is distributadawi approximately 3,896-kilometre network of water
pipelines. This network consists of main waterdiragueducts, distribution networks and branchesstmmers,
all of which are operated by GGU. In total, in 202 distribution network involved 58 pumping gias, 118
service reservoirs of pure water with a total cétpat approximately 380,900 cubic metres. The niogtortant
reservoirs are equipped with level detectors moattdy a central dispatch service.

GGU provides wastewater collection and treatmemices to the customer bases of its water utilitpnpanies
at the Gardabani Sewage Treatment Plant. As pat$ post-privatisation obligations, GGU was reqdito
rehabilitate and modernise the wastewater treatplant, which it completed in 2018.

CustomersGGU supplies the capital city of Thilisi, as wa#l the neighbouring cities of Rustavi and Mtskheta
with potable water. GGU's total customer base oetuboth business and residential consumers. Art®ng
residential customers there are households thaaraetered. GGU receives information regardingetered
customers from a public service database, whichlesat to generate bills based on per capitaftarif

The following table sets forth certain data regagdihe customer base of the water supply and sanita
services business as at and for the years endBeé@&mber 2020, 2019 and 2018:

As at and for the year ended 31 December

2020 2019 2018
Number of business CUStOMErsS ............coueeeeeeeeeennn. 36,996 35,647 33,271
Number of residential cCUSIOMETS............. o eeeeernnn 584,283 562,456 535,390
Revenue from water supply basiness customers (GEL 76.679 93.556 92 691
thOUSANAS)....eeiieiiie et ' ' '
Revenue from water supply to residential custo(Gs. 38 752 39 728 39 585
thoUSANAS)......coeiieiiiiiie e ' ' '
Charges for connection servi@8EL thousands).......... 4,052 3,566 2,741
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Cash receipts from water supply to business custfG&L 78.422 92 379 89 583
thoUuSANAS).......uvviiiiiiiiiiiiieeec e, ' ' '

Cash receipts from water supply to residentialamsts 43,125 37,349 36,722
(GEL thousands)...........ceeiiiieeeeieiiiiiiiiiiiin e eeeeeennees

Cash collection for business custom@..................... 100.5% 98.7% 97.9%
Cash collection for residential customéys) 107.1% 94.2% 94.2%
NEW CONNECHIONS .....uuuiiiiiieiiiiiiiiiee e e eeeee e 3,473 5,439 5,015

Billing and CollectionsWater sales are billed on a monthly basis foh limtsiness and residential customers,
regardless of whether they are metered or unmet@tedusiness customers are metered clients. Aerreg
process has been also implemented among GGU'smnésidcustomers, although approximately 59.0% of
residential customers remain unmetered. Customeosde not have a meter are billed based on the euofb
individuals registered on the civil register ataatigular residence and by the application of #levant fixed
tariff per capita per month.

GGU's receivables collection rates have histogaahged between 93% and 97%. The Georgian waitiey ut
sector has historically had relatively low receieabollection rates. Across the Georgian water suppd
sanitation services market, collection rates fropoi@ian households are much lower than those of GGld

is because water utility companies operating oatsitl Thilisi have historically not cut off electiti to
residential customers for missed payments, unll&GGWP's collection rate has improved significafitbm
2011, due to the changes to the Georgian law, potdo which electricity suppliers are entitledciat off
electricity to customers if they do not pay theater bills. As a result, Thilisi's electricity suigp receives flat
monetary compensation from GWP (approximately GBlLrillion annually since 2011) for assisting in the
collection process. Collection rates in 2020 weréer supported by the Government's subsidy mantility
bills during the COVID-19 pandemic.

Sales and TariffSGGU earns a regulated return in relation to ésewsupply and sanitation business, which is
based on a tariff-setting methodology adopted byERN in August 2017. The methodology is a hybrid
incentive-based and cost-plus tariff calculationdelo This model is aimed at allowing for a fairumet on
invested capital and operating expenses utilitiestrmcur for their continued operations. Under tinedel,
GGU applies a WACC to its net book value, whichrespnts its RAB, essentially comprising the histdri
book value of its existing assets depreciated aotgto regulatory norms plus capital expenditurbas made.
RAB is then multiplied by regulated WACC, providingturn on assets, to which depreciation and oiperat
expenses are added in order to reach allowed revgaking into account any corrections from thevimes
regulatory period). All calculations are in accarda with GNERC's methodology, which differs frone th
presentation in GGU's IFRS financial statementg. ddw tariff defines a three-year regulatory periduk first
regulatory period for which this methodology haglsssl ran from 1 January 2018 to 31 December 2086.
WACC specified for the second regulatory perioching from 1 January 2021 to 31 December 2023 38P4,
whereas the previously applicable WACC was 15.99%4 January 2021, GGU announced that GNERC had
approved new tariffs for GGU's water utility buseeThe GWP's tariffs in Thilisi applicable in tieee-year
regulatory period of 2021-2023 have been increasetpared to the previous regulatory period of 22080
from GEL 0.33 to GEL 0.5 (per cubic meter) for meteresidential customers, from GEL 3.89 to GEL(p&y
capita) for unmetered residential customers, aathfGEL 4.4 to GEL 6.5 (per cubic meter) for bustes
customers. The tariff increase translates into ahgrowth of 38% in allowed water revenues of G\WRhie
three-year regulatory period effective from 1 Jap2021 (corresponding to approximately 36.3% iasgein
allowed water revenues of GGU's entire water ytiliisiness).

Electricity Generation

Historically, GGU operated HPPs with a total inst@lcapacity of 149 MW primarily to power its water
distribution network. In July 2020, the Issuer aged for the transfer of the Mestiachala HPP (whiels
owned by GRPC through its subsidiary Svaneti Hydilg Kasleti, Debeda and Akhmeta HPPs (all of tvhic
are owned by Hydrolea) and Qartli Wind Farm to GGUese plants have an aggregate installed capaicity
91 MW and are described below untierinvestment Stage Portfolio Companies—Renewaldeglh

The legacy HPPs which are part of the water utilitginess are set forth in the table below:
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2020
Annual PPA price PPA generatio

Commissio Installed 2020 generation (U.S.$ c per PPA expiration n covered
Type of plant ning date capacity Generation (P50) MWh) coverage year by PPA
Zhinvali...... Hydro (dam) 1985 130.0 MW  206.2 GWh 377 GWh n.a. a. n. n.a. n.a.
Tetrikhevi .. Hydro (built
on water
supply
network) 1955 12.4 MW 2.8 GWh 17 GWh n.a. n.a. n.a. n.a.
Saguramo...  Hydro (built
on water
supply
network) 2016 4.2 MW 18.7 GWh 28 GWh n.a. n.a. n.a. n.a.
Bodorna ..... Hydro (built
on water
supply September
network) 2018 2.5 MW 3.5 GWh 13 GWh U.S.$c 6.0 - April 2028 50.9%
Total .......... 149 MW  231.3GWh 435 GWh 0.8%

ESCO is the counterparty for the Bodorna PPA retkto in the table above. ESCO is the state-owrsetten
operator that is responsible for balancing eleityr@nd guaranteed capacity trading and is a copatey for
all power plants with PPAs.

Zhinvali HPPR. The Zhinvali HPP was commissioned in 1986 andamaastalled capacity of 130 MW and water
storage capacity of approximately 400 million culmetres in its reservoir. It is the second larggsiropower
station constructed on a dam in Georgia. It isotilg HPP supplying the water supply and sanitaltiosiness.
In 2020, 85.9% of net electricity generated byZhevali HPP was used for internal consumption §y\&s
water supply and sanitation services business.

Georgian law provides that HPPs constructed befmigust 2008 with installed capacity equal to orafee
than 40 MW, as well as all power plants represgrgiiguaranteed source of capacity, are subjeegidation
by GNERC in relation to, among other things, sgtefectricity sales tariffs. Accordingly, the engtgriffs set
by Zhinvali HPP (other than tariffs for electricityold to third parties after satisfying GWP's intdr
consumption needs) are regulated. The Zhinvali HR&ges GWP the regulated tariff for its internal
consumption, the cost of which is then includetaitowed revenue" under the methodology describetku
"—Water Supply and Sanitation—Sales and Tardfwi is reimbursed through the water tariff. Exaésales
are mostly conducted by GETC, GGU's electricityditng arm, which consolidates all internally genedat
electricity from GGU-owned companies, other affdid HPPs and third parties, and sells it to dicecisumers
on the free market.

Tetrikhevi HPP The Tetrikhevi HPP is a small run-of-the-riveamt that sources water from the Sioni water
reservoir. The installed capacity of the plant2sfiMW.

Saguramo HPPThe Saguramo HPP was commissioned in Septemldr &d is built on GGU's existing
tunnel infrastructure in the Mtskheta Region. Thenpalso receives water from the Zhinvali waterergoir
via the Bodorna-Ghrmaghele water supply tunnel. Shguramo HPP's installed capacity is 4.2 MW.

Bodorna HPP The Bodorna HPP is a dam-fed plant that was casioned in 2018. The Bodorna HPP sources
water from the Bodorna Reservoir and its instalbeghacity is 2.5 MW. For the first ten years aftee t
commencement of power generation, the Bodorna HiRell electricity at market prices during therjog
from May to August and pursuant to a PPA with ES&QJ.S.$ ¢ 6.0 per KWh during the period from
September to April (inclusive).

Insurance (Property & Casualty and Medical)

The Group's insurance business comprises a progattgasualty insurance business offered undekltai
brand name and a medical insurance business opénat@HG.

Property & CasualtyOver nearly three decades in the Georgian prpped casualty insurance market, Aldagi
has achieved almost universal brand awarenessn¢gpdsitions in retail insurance services, thgdat product
portfolio and exceptional financial strength. AldadROAE has averaged approximately 30% during/deas
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from 2014 to 2020 and its net profit has growa abmpound annual growth rate of 15% over the gaeried.
Aldagi has had a payout ratio within the range@#570% since 2014.

The current low level of property and casualty rasice market penetration in Georgia of 0.8%, basedata
from the ISSSG, provides significant potential fmowth and Management believes that Aldagi is well-
equipped to capture these opportunities.

Aldagi primarily offers motor, property, life, lidhy, agricultural ("Agro™) and border motor compulsory third
party liability ("MTPL ") insurance policies, which accounted for 29%, 29%%, 16%, 5% and 2% of gross
written premiums in 2020, with the remaining 6%ihtttable to other types of insurance policies.

The Group estimates that Aldagi's market sharecbaseross written premiums was 28% as of 30 Sdypgem
2020, based on publicly available data of competitand on that basis believes that it has theelsigimarket
share for all types of property and casualty inscesother than life insurance. Management belithagsmotor
insurance is the key driver for the property ansuedty market, where Aldagi had a market share4éb 2
according to ISSSG. Aldagi's key competitors areCTéhd GPI Holding. The following table sets forth a
breakdown of market share for each insurance ptanftered by Aldagi based on gross written premiwass
of 30 September 2020:

As at 30 September 2020

GPI
Aldagi TBC Holding
1Y (o] (o TP PPTPPPPPPPPP 24% 21% 17%
PrOPertY ...t 34% 16% 12%
Credit ife. ... 27% 50% 8%
LIGDIIEY ..o e 37% 6% 15%
OheN i 20% 9% 12%
AGEO e e 34% 9% 34%
Border MTPL......oooiiiiiii et 12% 6% 6%

Source ISSSG.

Aldagi's business is roughly equally divided betweersonal and commercial business, with 39% afsgyro
written premiums in 2020 attributable to personadibess and 58% attributable to commercial busiridss
remaining 1% and 2% were attributable to statedesndnd compulsory insurance, respectively.

Aldagi has a diversified distribution mix, with 53%7%, 17% and 3% of gross written premiums in 2020
attributable to the direct channel, partnershipekérs and fronting, respectively. Aldagi's bustnbas been
adversely impacted by COVID-19, with decreasesetnpniemiums across all channels in 2020. All inscea
products were affected by the most severe impast amaborder MTPL insurance due to travel restnstio
implemented in response to COVID-19. Motor insueameas also severely impacted due to curfews and
lockdowns resulting in less use of vehicles. Alda@g nonetheless maintained solid operating reauotisits
solvency ratio increased in 2020. Its solvencyoraths 141% as at 31 December 2020.

Aldagi's strategic focus includes five pillars:
» strengthening customer retention;
» introducing digital insurance products;
* improving the customer experience;
» advancing employee recognition; and
» preparing for compulsory lines such as local MTPL.

Aldagi's key insurance products are described helow
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Motor. Aldagi offers motor vehicle insurance with a nnbf different features, including cover for riskech
as road accidents, fire, explosion, vandalism,mahtlisasters, theft, hijack or robbery. Aldagi lgadss written
premiums for its motor insurance products of GELn8lion in 2020 and the Group estimates that iteskat
share was 24% as at 30 September 2020, based atastepublicly available data of competitors.

Property. Key property insurance products include commeégiaperty, household and machinery breakdown
insurance. Property insurance is Aldagi's core yebaffering for its commercial clients. Aldagi hagdoss
written premiums for its property insurance produmit GEL 31 million in 2020 and a market share 4f#:3as

at 30 September 2020, based on the latest pubelyable data of competitors.

Life insurance Aldagi offers credit life insurance products whipermit the insured person to choose the
amount of the monthly premium and term dates optiley, which can be 1, 5, 10, 15 or 30 yearsagjichad
gross written premiums for its life insurance pratdwof GEL 14 million in 2020 and a market shar@t# as

at 30 September 2020, based on the latest pulbhelyable data of competitors.

Liability insurance Aldagi's liability insurance products include eovfor financial risk, employer's liability,
professional indemnity, general third party lidgilinsurance, freight and forward liability insucan) household
general third party liability insurance, CMR liatylinsurance and product liability insurance. Addhad gross
written premiums for its liability insurance prodsof GEL 17 million in 2020 and a market shar&d% as
at 30 September 2020, based on the latest pulbhelyable data of competitors.

Agro. Aldagi's Agro insurance products comprise insaeaagainst unforeseen risks such as hail, prolonged
rain, storms, autumn frosts and for products indgdaereals, legumes, vegetables, horticulturgdsiend fruit
trees. The Aldagi Agro insurance programme is cotettliin conjunction with the MEPA and the Agricuéu
Projects Management Agency. As part of this prognaimn order to stimulate Agro insurance, the Gorernt
pays a contribution towards the insurance premitongarmers and Agro-based industries. Aldagi hembg
written premiums for its Agro insurance products$S&L 5 million in 2020 and a market share of 34%830
September 2020, based on the latest publicly dlaildata of competitors.

Border MTPL On 15 December 2017, the Georgian Parliamenttaddpe Law on Compulsory Civil Liability
Insurance of the Foreign Registered Vehicles Cngsfie Georgian Territory which, from 1 March 20h8s
provided for compulsory cross-border third pardypility motor vehicle insurance. As a result, Aldags been
growing this product line. Aldagi had gross writig@emiums for its border MTPL insurance product&ei

2 million in 2020 and a market share of 12% asCat8ptember 2020, based on publicly available data
competitors.

Other. Aldagi offers other types of insurance policias|uding cargo, personal accident insurance aregtock
insurance, among other policies. Aldagi had grasgem premiums for its other insurance productS&ef. 7
million in 2020 and a market share of 20% as a®8ptember 2020, based on the latest publicly dlaildata
of competitors.

Medical Insurance Through GHG (which is described above untder_arge portfolio companies—GHG
(Healthcare Services and Retail Pharmacyhie Group offers a broad range of comprehengivate medical
insurance policies that customer can opt for imstarelying on the coverage provided under the Ukid
other state funded healthcare programmes to thegia@opopulation. The insurance packages offeredlya
include corporate packages for large employersatA31 December 2020, the business had approximately
174,000 insured and the Group estimates that iahaerket share of 25.5%, based on publicly aviaildata
of competitors. The medical insurance businessahegtention rate of 37.3% within the GHG businesses
2020 and a loss ratio and renewal rate of 73.0%78w in 2020. Its solvency ratio was 117.7% a3lat
December 2020. In January 2021, Insurance CompaegilL won a health insurance tender announcebéy t
Ministry of Internal Affairs (MIA ) for all units of MIA, its employees and theimily members with the total
insurance premium amount of approximately GEL 18illon.

Investment stage portfolio companies

The Group's investment stage portfolio companiesisb of its renewable energy and education busases
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Renewable Energy

The majority of the Group's renewable energy asset®wned by GGU, which is described above uhder
Large portfolio companies—Water utilityistorically, GGU operated HPPs with a total &listd capacity of
149 MW primarily to power its water distributiontm®rk. Separately, GGU's parent company, the Issuer
operated a renewable energy business via GRPChichvt held a stake of 65.59%. In February 202@, t
Issuer bought the 34.41% stake in GRPC held by RBak thereby becoming the sole shareholder of GRP
In October 2019, the Issuer, through its then wholWned subsidiary, Georgia Energy Holding LLC, evhi
was merged into GGU in July 2020, acquired Hydroldzsich owned and operated the Kasleti, Debedagibar
and Akhmeta HPPs, and in December 2019, througtulisidiary, Georgian Wind Company LLC, which was
later merged into GGU, it acquired Qartli Wind Fa®ubsequently, in July 2020, the Issuer arrangethe
transfer of the Mestiachala HPP (which was ownedRPC through its subsidiary Svaneti Hydro) and the
Kasleti, Debeda and Akhmeta HPPs (all of whichoaveed by Hydrolea) and Qartli Wind Farm to GGU. 3de
plants have an aggregate installed capacity of . M

The Group also has a pipeline of renewable endajyg including the Thilisi and Kaspi wind farmsdathe
Darchi and Zoti HPPs.

The details of the operational plants includedhie tenewable energy business (i.e. the Mestia¢tiaR and
Hydrolea (comprising the Kasleti, Debeda and AklartéPPs) and the Qartli Wind Farm) are set fortthen
table below:

2020

Annual PPA price PPA generatio
Type of Commissio Installed 2020 generation (U.S.$ c per PPA expiration n covered
plant ning date capacity Generation (P50) MWh) coverage year by PPA
Mestiachala..... Hydro
(run-of- September
the-river) 2019 50.0 MW  90.5 GWh 175 GWh UusSs$ch5 - April 2034 31.6%
Debeda............ Hydro September
(irrigation) 2015 3.2MW  11.0 GWh 20 GWh UsSs$cbh5 - April 2023 76.0%
Kasleti............. Hydro
(run-of- September
the-river) 2018 8.1 MW 27.9GWh 35 GWh U.S$cb5.6 - April 2028 42.8%
Akhmeta ......... Hydro September
(irrigation) 2014 9.1 MW 9.1GWh 50 GWh UsSs$cbh5 - April 2022 71.7%
Qartli Wind Wind (on-
Farm............... shore) 2016 20.7 MW  90.8 GWh 86 GWh U.S$c6.5 Full year 2029 100.0%
Total .. 91 MW  229.2 GWh 366 GWh 63.8%

ESCO is the counterparty for all PPAs referrechtthe table above
that is responsible for balancing electricity am@mnteed capacity trading and is a counterpartglfgpower

plants with PPAs.

. ESCO is the state-owned mapertitor

Mestiachala HPPThe Mestiachala HPP is located in Svaneti regimhcomprises two run-of-the-river power
generation units with an aggregate installed capatb0 MW. Construction commenced in May 2017 #rel

30 MW first phase was completed in April 2019, witle second 20 MW phase being completed in Jun@.201
The actual cost of construction per MW was appratety U.S$1.2 million, with approximately 70% ofeth
total project cost being financed through long-telebt facility. For the first 15 years after therenencement
of power generation, the Mestiachala HPP sellstrléy at market prices during the period from Mgy
August and pursuant to a PPA with ESCO at fixedgsriof U.S.$ ¢ 5.5 per KWh during the period from
September to April (inclusive).

In July 2019, the Mestiachala HPP was affecteddmding resulting from a rock avalanche and botegation
units were taken offline. Following a rehabilitatiprocess, the 30 MW generation unit was recomomssi in
December 2019 and it remains operational at thggnaily planned capacity, while the restorationqass is
ongoing for the 20 MW generation unit. The businessrruption, covering the period of July 2019Jdy
2020, as well as property damage, was fully agvaddthe insurance company and almost wholly sethbie
the end of 2020. Notwithstanding this payout,dbsign and permitting processes and constructioksnoay
be delayed, which will negatively affect generataod electricity sales.
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Debeda HPPThe Debeda HPP was acquired by the Issuer inb@c019 as part of the Hydrolea acquisition
and subsequently transferred to GGU in July 2028.dn HPP built on irrigation infrastructure lted in the
Kvemo Kartli region that was commissioned in 20IBe installed capacity of the Debeda HPP is 3.2 MW.
Until 2023, the Debeda HPP sells electricity atkmaprices during the period from May to August andsuant

to a PPA with ESCO at fixed prices of U.S.$ ¢ 58 KWh during the period from September to April
(inclusive).

Kasleti HPP The Kasleti HPP was acquired by the Issuer okt 2019 as part of the Hydrolea acquisition
and subsequently transferred to GGU in July 20@ Kasleti HPP is a run-of-the-river plant locaiedhe
Svaneti region that was commissioned in 2018. msialled capacity of the Kasleti HPP is 8.1 MW.iLR{128,
the Kasleti HPP sells electricity at market pridasing the period from May to August and pursuara PPA
with ESCO at fixed prices of U.S.$ ¢ 5.6 per KWhidg the period from September to April (inclusive)

Akhmeta HPPThe Akhmeta HPP was acquired by the Issuer inli2ct2019 as part of the Hydrolea acquisition
and subsequently transferred to GGU in July 208@.Akhmeta HPP is built on irrigation infrastru&lmcated

in the Kakheti region that was commissioned in 201k installed capacity of the Akhmeta HPP isM@W.
Until 2022, the Akhmeta HPP sells electricity atrked prices during the period from May to Augustian
pursuant to a PPA with ESCO at fixed prices of §5.5 per KWh during the period from Septembekpdl
(inclusive). Due to planned rehabilitation workse Akhmeta HPP was taken offline in the first qeiaof 2020.
The power plant resumed operations in July 2020.

Qartli Wind Farm In November 2019, the Issuer won a public audtield by Georgian Energy Development
Fund and Georgian Oil and Gas Corporation to aequit00% equity interest in the 20.7 MW six-turletli
Wind Farm, an on-shore wind farm located in thed&H{artli region, for U.S.$14.4 million. The windrin
was subsequently transferred to GGU in July 202&tliQNind Farm is the only operational wind farm i
Georgia and has been generating power since ldt® dZlhe PPA between Qartli Wind Farm and ESCO sets
the price at U.S.$ ¢ 6.5 per KWHh, runs to 2029@nekrs 100% of the plant's output throughout theegear.
Pursuant to its PPA with ESCO, while Qartli Windids obliged to sell electricity to ESCO duringtight
months from September to April (inclusive), it isrmitted to select an offtaker and market the etatt it
generates for the remainder of the year, subjeth@aestriction that, during the first 13 yearsopkration,
electricity generated by Qartli Wind Farm must bkl ®xclusively to satisfy the internal Georgiamaed.

Pipeline projectsThe Group also has a pipeline of renewable engrgjgcts which is expected to have a total
installed capacity of 172 MW. The pipeline includis Thilisi and Kaspi wind farms and the Darchil &oti
HPPs.

Education

In 2019, the Group acquired majority stakes in flmarding schools with recognisable brand nameseén t
growing private education business:

e BGA, in which it holds a 70% stake, and the BGA+fdad British International School of Thilisi
("BIST") are the leading schools in the premium segmettiteomarket. The schools provide Georgian
and Cambridge International Education programmes;

* Buckswood International School, in which it owns8%6 stake, falls within the mid-level segment;
and

» Green School is a leading player in the affordaolecation segment. The Group owns an 80% stake
in the school and a 90% stake in new schools thbbevdeveloped under the Green School brand.

The Group intends to increase the maximum capatigxisting learners in all four schools by expaugdihe
existing campuses and adding new campuses iniTdnlisthe surrounding areas. The following tabte &wth
certain information regarding the Group's schoslatz81 December 2020:

BGA and BIST Buckswood Green School
SEOMENT ...t e Premium Mid-level Affordable
Acquisition deal close date.............cccoeeeeeninnnnn. 23 July 2019 29 July 2019 22 August 2019
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80% (90% in new

StAKE. ..t ————— 70% 80%schools under brand)
Current capacity of learners.............ccceeeeeeeeennn. 800 760 1,250
Capacity utilisation................cceeeiiiiiemmeeiiieeeeenn, 93% 90% 87%

There are currently approximately 60,000 learnensrivate schools in Georgia, representing 10%eftotal
school education market. Management expects tleaprikiate school market will almost double in ser
the next five years, driven by factors such addhge gap in quality in public schools as compécefrivate
schools, growing household income and a decreasiegiployment rate (although there has been an selver
impact on these indicators due to COVID-19). Geotwas lower average annual spending per K-12 learne
which indicates room for further growth togethethaglobally trending demand for private K-12 edumat
The education market in Georgia is currently veggimented with increasing average school size had t
number of schools having decreased by 8% overasie/lyears. Currently, the Group believes it ésléngest
player in the market, with 4.2% market share imgepf learners, while the second largest playerahasrket
share of 2.2%. The Group estimates that only 3@ighte schools have 1,000+ learners, while 63%rioate
schools have fewer than 250 learners. Private éearare consolidated in four cities with a popolatiarger
than 100,000: Thilisi, Batumi, Kutaisi and RustaWhe Group aims to create a diversified businesdemo
combining the premium, mid-level and affordablesulsegments. The Group aims to implement a pasttier
model across all schools with the Group holdingamij stakes.

Other portfolio companies

The Group's other portfolio companies consist ®fhibusing development, hospitality and commeraal r
estate, beverages, auto services and digital esrbigsinesses.

Housing Development

The Group's housing development business is angadal estate developer in the Georgian realesstatket
with three business lines: a residential develograem targeting mainly mass market customers bgrioff
affordable, high quality and comfortable housingpastruction arm, engaging in construction corngréar the
Group's other businesses as well as third-padiesa distressed asset management arm develogipersled
projects, which it commenced in 2019. The housiegetbpment business is wholly owned by Georgia Real
Estate, previously known agm

The housing development business has two ongoinjggis, Digomi and Sveti. As a result of the impafct
COVID-19, its pipeline franchise projects have beaspended or cancelled. In connection with theoiig
project, the Group has sold 59,471 square metrisWWE.$54.5 million sales value in the three staageat 31
December 2020. The Sveti project is part of the dstressed asset management arm, White Squareh whi
offers cost efficient solutions for fit-out work§hrough this arm, the Group assumed responsilfdityhree
suspended projects of the Sveti construction compadding 165,541 square metres of sellable arets to
inventory. The project is on-going in three locaioin Thilisi and the construction and developmernit
continue for approximately three years. The Grdapted construction and sales for the Sveti prajeétpril
2020 and has sold 30,719 square metres with U.S.$dilion sales value as of 31 December 2020.

Hospitality and Commercial Real Estate

The Group's hospitality and commercial real estaisiness is comprised of two segments: rent-earning
commercial assets with a targeted yield of 10%; afabtel development business across Georgia. dtet h
development business has two operational hotelsaRa Encore Kazbegi Thilisi and Gudauri Lodge, ®itB
rooms, and nine hotels in the pipeline, with 948me. The targeted hotel portfolio comprises appnaxely

630 internationally branded hotel rooms and appnaexely 592 hotel rooms developed by the businedsrun
its own Amber Group brand. The hospitality and carcial real estate business is wholly owned by Giaor
Real Estate, previously known ad. m

The hospitality and commercial real estate busirsei®e business that has been most affected b@@h4D-
19 outbreak across the Group's portfolio. The lassis NAV revaluation led to a GEL 203 million d=se in
value of the business in 2020, reflecting COVIDré&ated uncertainties for tourism and real estatéoss. In
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light of the COVID-19 outbreak, operations at tixéstng two hotels was suspended in mid-March dmel t
construction of new hotels was put on hold.

Beverages

The beverages business combines three business $ingine business, a beer business and a digtnbut
business.

The wine business produces and sells wine locallly exported to 17 countries in 2020. The wine lessn
owns three top class wineries across Kakheti'® thwine-making regions and Management believediit ise
top five wine producers by vineyard base in Georpie vast majority of the vineyards grow Geordiagship
red wine grape, Saperavi. The wine business s@ldilion bottles of wine in 2020, with approximat®1%
of sales coming from exports. The Group estimateas it has a market share of 7.1% in the Georgime w
export market, based on publicly available dateoofpetitors.

The beer business produces beer and lemonade lischh0-year exclusive license from Heineken tmpce
and sell Heineken beer brands in Georgia. The Gestimates that its beer business had a 22.1% trer&ee
in 2020, based on publicly available data of coibpet. The Group's brands include Heineken, IC¥f{@gship
mainstream beer brand), Black Lion (the leading rGieo craft beer producer which the Group acquired
2018), Kazbegi, which was acquired by the Grou@dh9, Amstel and Krusovice beer, for which the @rou
acquired a licence in 2019, and Kayaki (the Groligfs beer brand). In 2019, the Group receivedente to
brew commercial batches of Heineken, and localgwied Heineken beer has been available in storee sin
August 2019. Starting from the second half of 2Gh8,beer business re-launched its brands and vregrits
product mix, which allowed the business to achleeak-even EBITDA in the second half of 2019 ansitpee
EBITDA in 2020, as well as helped the Group to @ge its share of the beer market. The Group tdsied
to export its beer and lemonade brands to thenatiemal markets.

Auto Services

The Group's auto services business includes adietiechnical inspection business, a car senacesparts
business under the Amboli brand and a secondanyaxting business.

The Group commenced the construction of periodibrieal inspection centres in the second half df&2énd
launched the periodic technical construction bussine March 2019 under the name Greenway Georgia
("GWG"). As part of the E.U. Association Agreement, Ggaicommenced the implementation of a mandatory
vehicle inspection programme in several phasegjrgjgrom January 2018. In June 2018, GWG wonehre
state tenders to launch and operate 51 PTI linessi€eorgia with a 10-year accreditation. GWGesdnly
player on the market with support from an interoadil partner, Applus+, a Spanish headquarterediwate
leader in testing, inspection and certificationvess with a market presence in more than 70 cmstGWG
serviced 252,007 cars (of which 191,503 were piynohecks) in 2020, giving it in the opinion of M@sement

a market share of 36%, based on publicly availdata of competitors.

The Group acquired an 80% interest in Amboli atehd of June 2019, increasing its shareholding#é th
February 2020. Amboli is an importer, distributeholesaler and retailer of car consumables andegpants
and with an approximate market share of 1%, whieltenit the second largest player on the markehen t
opinion of Management.

Digital services

In May 2019, the Group acquired a 60% stake indiggal services company, Redberry, a leading Gearg
digital marketing agency.

Health, Safety and Environmental Matters

Health, safety and environmental issues are goddspie@ number of laws and guidelines that affesirmsses
operating in Georgia. Accordingly, the Group isuiegd to comply with a number of health, safety and
environmental requirements in each of the sectomshich it operates. In order to comply with thésalth,
safety and environmental requirements, the Grogmdapted a number of policies that are used thutgts
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facilities. See thdustry' for further details of the regulatory environmemplicable to the Group's portfolio
companies.

Intellectual property

The Group's operating subsidiaries operate unédralde names GHG, GGU, Aldagi, Georgia Real Estade
Georgia Beverages. The Group's listed portfoliogany operates under the trade names Bank of Gedituga
majority of the Group's trademarks and logos haenlyegistered.

IT systems

Each of the Group's portfolio companies operateswn IT systems, with separate management acogunti
systems at the parent company level.

Litigation and Other Proceedings

Other than as disclosed below, there are no gowentat) legal or arbitration proceedings (includary such
proceedings which are pending or threatened ofwiie Issuer is aware), during the 12 months pragetie

date of these Listing Particulars which may havdave had in the recent past, significant effeatthe Issuer
and/or the Group's financial position or profitéil

Imedi L Litigation

On 16 April 2015, some of the former shareholdérisisurance Company Imedi L filed a claim in theliEb
City Court against Insurance Company Aldagi and GHabsidiaries, Insurance Company Imedi L and Evex
Medical Corporation, all of which are legal suceessof Insurance Company Aldagi BCI. Pursuant to a
demerger agreement entered into in 2014, the assened assets and liabilities of Insurance Compéaayi

BCI were spun off into three entities: Insurancemnany Imedi L acquired the medical and travel iasae
(limited to cover for emergency medical treatméoiness; Evex Medical Corporation acquired théihesre
services business, and Insurance Company Aldaginc@s to operate the property and casualty andigen
business. The claim alleges that the 66.0% stakeedwby the claimants in the share capital of Inscea
Company Imedi L were sold to Insurance Company gil@&C| in 2012 under duress at a price below market
value, and the claim seeks damages in the amoudt$$17.1 million. The hearing was held in theligbi
Appellate Court, which ordered reconsideratiornef¢ase by the court of first instance, where ¢spondents
initially prevailed. The resolution of the Appella€Court was appealed by both parties to the Sup(&onet.
The date of the Supreme Court hearing is not sef e date of these Listing Particulars.

Management believes that the claim is without nmeard that the shares in Insurance Company Imedede w
acquired by Insurance Company Aldagi BCI at afaice on the basis of bona fide agreements. Howdver
the claim is eventually decided in favour of thaimlants, the respondents would be required to page
claimants' damages in the amount as determinetidogdurt. No reserves have been created for thdilime
litigation.
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INDUSTRY
Macroeconomic Overview
Unless otherwise noted, all macroeconomic dathis $ection has been sourced from Geostat.

Georgia is located in the South Caucasus at thesiads of Western Asia and Eastern Europe, dratdered

to the south by Turkey and Armenia, to the westheyBlack Sea, to the southeast by Azerbaijan antet

north by Russia. The population of Georgia wasregtd at 3.7 million as of the date of these LgsRarticulars,
with Thilisi accounting for slightly more than 308bthe population, or approximately 1.2 million pé=

The following chart depicts Georgia's locationhie tegion:
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Georgia has been one of the fastest growing casntmiEastern Europe, with real GDP growth avepdi8%
over the ten years to 2019 (i.e. excluding the rhpé the COVID-19 pandemic). Georgia is consideaed
open market in which to do business. Since becomilgr O member in 2000, growth-oriented reforms and
ongoing economic liberalisation have transformedr@ia into a country that is ranked by the WorlchBas
one of the easiest places to do business. Gedsgisbanefits from low rates of bribery and corraptivhich
are comparable to those of the Member States dEtinepean Union, in contrast to the high rates e&peed

by other economies in the Caucasus region. In 2B80rgia was ranked in 7th place in the World BaBldse

of Doing Business survey and in 12th place in tlegitlge Foundation's Economic Freedom Index. FBI ha
averaged 8.5% of GDP over the past ten years.

Georgia's medium-term growthforecast to be among the highest in the regiospiteethe challenges brought
by the COVID-19 crisis. The IMF expects the Geosggi@al GDP to rebound by 4.3% in 2021, following a
contraction of 6.1% in 2020, based on preliminaatadThe average growth rate for 2022-2025 is &wterl at
5.6%, one of the highest projected growth ratékerregionMoreover, Georgia is expected to be less affected
than other tourism-dependent countries. Based ond/Bank and IMF data, out of countries with a oadf
tourism receipts to GDP of 20% or higher in 2018pfgjia had the lowest projected contraction rat@@20.
This estimate holds even though the recession vzae severe in Georgia than initially forecasted ttua
second partial lockdown imposed at the end of Ndermin addition, the Georgian labour market hasnbe
less severely affected in comparison with its pe&msr example, in the second quarter of 2020, the
unemployment rate increased by only 1 percentag# gear-on-year to 18.3%, and fell to 17% in thed
guarter of 2020.

Accumulated buffers and international support hals allowed the Government to launch significant
measures to combat the COVID-19 pandemic. The @owent has provided subsidies for utility bills, ioas
products and construction materials and loan restring has been offered for all businesses. VAiinmds and
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long-term funding arrangements, as well as addilidtnding to support businesses have also be@neoff
This has included a GEL 2 billion credit guaranteeeme. In terms of social support, the Governrhast
offered an income tax waiver for low income citigemd tax deferrals for car importers. Social amjpammes
have been introduced for low income families, disdipeople, self-employed people and people whe hast
their jobs during the pandemic. Pension indexatias applied since January 2021 and GEL 200 traniséare
been made for all children below the age of 18.g8upto the tourism sector has included loan casfoing,
income tax deferrals and property tax exemptionpp8rt for the agricultural sector has includedssdiles for
intermediate products, fuels and irrigation; loawd &nsurance co-financing and direct grants fomg&ns. The
construction industry has been supported throudisidies for mortgage interest payments, Government
guarantees for mortgages and additional housinghases for refugees. In total, economic supporbasthess
aid has amounted to GEL 2.1 billion, social aid da®munted to GEL 1.03 billion and anti-pandemic sneas
have amounted to GEL 0.35 billion. Several meashage been extended for up to six months into 28234
new support package was unveiled in November 203farallel with a new wave of restrictions, worihn a
additional GEL 1.1 billion.

Furthermore, Georgia's low public debt has ensagtbng position to borrow to fight the COVID-18nglemic
(41% of GDP in 2019), with total public debt reaahapproximately 59.9% of GDP in 2020. The fiscfiait
has widened to over 9% of GDP in 2020, and is ebguelby IMF to remain expansionary at 7.6% of GDP in
2021, in order to boost aggregate demand and natitjee social costs of the pandemic. Consolidatidh
begin from 2022, as the deficit is intended to baught under 3% and debt under 60% of GDP withiegh
years in accordance with the fiscal rules specifiettie Economic Liberty Act of Georgia.

Sound monetary policy has also played a role intiiigy the COVID-19 pandemic. Measures introducethiey
NBG have included a reduction in the monetary yalate by 100 basis points in total to 8%. The N&&b
introduced a U.S.$400 million currency swap fagildr the financial sector to provide Lari liquiglitFor SMEs,

it introduced a new liquidity instrument and it@lstroduced a new swap instrument with the EBRBetture
reliable access to Lari liquidity. In the area apsrvision, the NBG reduced the capital conserwalioffer
requirement for banks from 2.5% of RWAs to 0% ardtiplly lifted Pillar 2 requirements. It also edse
payment-to-income PTI") and LTV ratios requirements for banks which haitially been introduced in
January 2019. A grace period was also introducelbém repayments for a period of three monthsallinon-
site inspections were suspended and a moratoriumewrsupervisory requirements was announced. The NB
also approached the IMF, IFIs and other donor asgdéions for additional funding and introduced avne
mechanism for foreign exchange interventions engumore competition in the foreign exchange market.

Accumulated buffers, sound policies and resiliet@@revious shocks create room for further Govemtme
support if needed. The NBG has already sold U.S$8#lion to provide liquidity in the foreign exchge
market in the period from March to January, inahgdiJ.S.$873 million in 2020. Inflation has deceteth
towards the target by the end of the year, althaugiply side effects persist and are expecteddp kdlation
relatively high in 2021. Reserve assets reachedtaric high of U.S.$4.1 billion at the end of Jany 2021
due to external financing. The Lari has also penft more favourably than other regional currendias,
example the Turkish Lira and the Russian Ruble.ctimeent account balance has increased to a defitR2%
of GDP as of 30 September 2020, but the shortfathirism revenues has been partially compensatethier
components, such as record high growth in remigsiand a U.S.$1 billion cut in the merchandisestdeficit.
Remittances have been increasing at double digi$ @ a monthly basis since June 2020, reachit@22o
growth in the second half of 2020. FDI reached $$9 million in the nine months ended 30 Septergba0,
down by 24% year-on-year, with the fall due to ctetipg the pipeline project, together with the COV19
shock. Notwithstanding the emergency external fugd-DI remains the largest source of financingctimeent
account deficit.

Healthcare Industry

The Georgian healthcare industry has undergonerd@uof reforms and transformations during the tiast
decades. The Government has prioritised healthmadeensured an influx of private investment. Thg ke
components of the national healthcare reform wakapsation on a large scale, infrastructure uggraector
liberalisation, introduction of the UHC and widezcassibility to healthcare services as the majocaroe.
Currently, over 75% of the total nationwide hodphiad capacity is new and only approximately 10% is
attributable to the public sector.
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According to Management estimates based on thirty gaurces, total health expenditure in Georgigngu
the period 2000-2014 demonstrated one of the fagtewth dynamics among Georgia's peer group ofic@s
(the United States, the United Kingdom, Polandk&yr Russia, the United Arab Emirates (tbAE"), South
Africa, Malaysia, Thailand and India), with a compad annual growth rate of 11.5%. In relative terms,
expressed in terms of health expenditure as ameage of GDP, Georgia achieved a level consistéhtthat

of major developed economies, at approximately 8#tch is above most of its peer emerging economies.

However, there still remains a vast potential fotHer increases in healthcare spending since Gebag one
of the lowest per capita expenditures on healthaareng the benchmark countries. According to th®~RE
report in 2018, healthcare spending per capitaiigently at a very low base of only U.S.$308, vatimual
outpatient encounters of 3.7 per capita. AccordinGalt & Taggart, the hospital bed utilisationeratas only
49% in 2019 in Georgia. All of these indicators argnificantly lower than many comparable countries
Management believes that there are strong prosfmeasowth in healthcare expenditure, driven bthsupply
and demand. The following tables set forth thedeeators for Georgia against the benchmark counfaethe
period indicated:

12.0 Outpatients visits per capita by country, 2014-2018
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Bed occupancy rate by country, 2014-2019 (%)
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Universal Healthcare Programme

UHC, a Government-funded healthcare programme phatides basic healthcare coverage to the entire
population, was introduced in March 2013. It evatijureplaced the existing two State Insurance Rrognes.
UHC is an undertaking by the Government to reimburealthcare providers directly for the delivery of
treatment to patients. The programme is subjecgitain limits and service coverage exclusionsphdywhich

the patients have to fund treatment on an out-ckebbasis or rely on a private medical insurammeage.

On 5 November 2019, the Government introduced admig the UHC reimbursement mechanism, effective
from 21 November 2019. The changes mainly coverTibéisi and Kutaisi regions, which have recently
developed an oversupply of beds as a result ofiaddif a number of small hospitals in recent yeAcgording

to the new initiative, the Government has redue@sthin tariffs on intensive care and cardiac seio equate
them with the tariffs set for the rest of the rewio

Since the introduction of the UHC, its budget mibr&n doubled from GEL 338 million in 2014 to GEL932
million in 2019 and totals GEL 802 million in 2028ccounting for approximately 53% of total stataltieare
expenditure. Elective inpatient services and enmergeservices constitute the major part of the UH@det,
while outpatient services have a limited coverdde remainder of the state healthcare budgetasatid to
vertical healthcare programmes, such as dialysiancer screening and managing COVID-19.

Notwithstanding a significant improvement in thellmecupancy rate, from 22% in 2008 to 49% in 2@1é&re

is still potential for even higher efficiency ind@r to align Georgia with best practices (which kigement
considers to be 70%). The improved efficiency stiauainly come from market consolidation. From 2@4.5
2020, the number of beds in the market increase839y (from 10,948 to 14,585).The increase was mainl
attributable to the Thilisi market, where more tliaB00 beds were added in the same period. TherGoeat

is developing new legislative initiatives to defihespital types and introduce KPIs for service piens,

92



although progress has been slower than initialticgated. It is also expected to improve the dyaif patient
care since only the providers who have enough expee will cater to the population under the UH@eT
recent change in UHC may also drive more rapid etac@nsolidation in Thilisi and Kutaisi, improvisgrvice
efficiency and quality in the country.

The number of outpatient encounters per capitarftasased over the past decade from 2.0 in 20@97tan
2019, but remains low compared with the Europeamimvith average encounters of 7.0 in 2019. The
outpatient clinic segment remains highly fragmer{teith none of GHG's competitors holding a shar¢hef
market of greater than 1% and the Group's own mathare at approximately 3%) and underdeveloped in
Georgia for several reasons. Historically, pati@mGeorgia have preferred hospitals that are gssocwith a
better reputation and a higher quality of serviddse widespread practice of self-treatment and health
awareness have also contributed to a lower nunfb@rtpatient visits as compared with developed toes

In the next few years, however, the trend may sa/emce the Government increases its focus osegisent,
increases administrative oversight on prescriptiand favour primary care, which is expected to ea
boost for the number of outpatient visits.

Pharmaceuticals market overview

The Georgian pharmaceuticals market is highly déeethon imports. The share of locally produced slroigy
the market was approximately 12-13% in 2016 congp&weonly 5% in the early 2000s. There are over 90
importers of pharmaceuticals products in Georgiaabproximately 80% of all imports are attributatd three
companies: GEPHA (approximately 34-35% of impor&3P (approximately 27-28% of imports) and Aversi
(approximately 17-18% of imports). Domestic produtis represented by over 20 companies and isruxiel

by two players, with approximately 90% of Georgtatsl production volume. Pharmaceuticals markierr nes
have made it possible to create a competitive nildkee in Georgia. These have included the introdonof
parallel imports and automatic registration of nedis recognised by international control bodiashsas the
U.S. Food and Drug Administration and the Europktedicines Agency, as well as favourable regimes for
setting up pharmacies (0% VAT on medicines, abseficastoms duties and no price controls).

In 2016, per capita pharmaceuticals expendituf@gargia was U.S.$107 (excluding para-pharmacy mtsjlu
which puts Georgia in the middle among the peeugmountries. According to Management estimatesdas
on third party sources, generics accounted for 6f%tal market revenues in 2016, which correspdodse
E.U. average (approximately 50%). The market opyminy for generics is still considerable. In leaglin
economies such as Germany and the United Kingdenerges hold a dominant share of more than 80%én
reimbursed segment).

The over the counter @TC") segment in Georgia was dominant over the lasade until 2014, when a
prescription requirement was introduced for ovél06, medicines. Currently, there is a nearly eqpdit s
between OTC and prescription drugs. A new regwataority for MOH is to increase administrativeesgight
over prescriptions through prioritising the recapthe data electronically on its online platform.

Medical insurance market overview

Over the past decade, the private medical insurarariet has expanded significantly. In 2006, ory080
Georgian citizens (approximately 1% of the totapylation) had a voluntary medical insurance package
typically provided as part of a corporate bengditsgramme. There were approximately 609,000 privagdth
insurance (PHI") policies in force by September 2020. The corpsegment accounts for the major portion
of the PHI market. 94.1% of all policies are acgdiby employers and the remainder (approximatel9C&H
are purchased by self-paying individuals. In Gemrgrivate health insurance is primarily intendegtovide
value-added services in the form of more extensoxerage or more convenience for the patient.

Diagnostics market overview

The laboratory and diagnostic services market ior@e is also highly fragmented. Along with larganket
players, such as Synevo Medical Laboratory, Citaligld Centre and European Limbach Diagnostic Group,
there are multiple smaller service providers.

Moreover, almost every polyclinic (outpatient oinand referral hospital runs its own lab facilibespite such
an abundance of labs, the Georgian healthcarensybtfore the opening of Megalab, suffered fronmetéd
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provision or outright shortage of certain laborgtservices: there were no dedicated high-qualithqlagy
laboratories in the country, the samples for comdd tests, such as oncology and molecular laletgesn
were and some are still sent abroad, and therendya few providers of morphological or bactergimal tests.

Megalab, the largest diagnostics laboratory noy amiGeorgia but in the entire Caucasus regiothesfirst
laboratory offering a full set of clinical and palbgy tests, some of which are being introducetheregion
for the first time.

Healthcare market revenue structure

Healthcare service providers (both state and mj\génerate revenue from out-of-pocket paymentdu@ing
fee-for-service and the UHC co-payments), transfien state healthcare programmes and payments from
private medical insurance companies. Pharmacesitc@ahpanies' revenue generation is primarily drivgn
out-of-pocket retail revenue of the pharmaciesetiogr with wholesale revenues from hospitals, msce
companies and the state. Medical insurance compal@peend on revenues from medical insurance p®licie
purchased by employers for their employees anddyiduals for their own use. Out of pocket expéumdi on
healthcare in Georgia still exceeds public finagamd private insurance. The share of private elpae in

total healthcare expenditure in Georgia was 60% gbpocket was 55%) in 2017, the share of Govenime
expenditure was 38% and the remaining 2% came tthier sources.

The following chart depicts the evolution of headihe spending in Georgia for the periods indicaaedording
to Management estimates based on third party ssurce
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Outlook and main growth drivers

According to the forecasts by Management estimadsged on third party sources, the total healthcenmdket
in Georgia is expected to grow at 8% in 2021. Theket is estimated at approximately GEL 4.4 billio2020
and forecasted to reach GEL 4.8 billion by 2022 ®utpatient clinic segment is forecasted to owgplae total
market and grow at 10% in the same period. The graiwth drivers are as follows:

Population income growth and rising health awarenes

Economic growth in Georgia is expected to outpenfanost of the developed and CIS countries. While
Georgia's real GDP contracted by 6.1% in 2020 dub¢ COVID-19 impact based on preliminary datafIM
expects the economy to rebound by 4.3% in 2021, avigrowth rate for the period 2022 to 2025 forthat
5.6%. These are among the highest projected groates in the region. Rising population incomes and
awareness supported by Government efforts to devpteventive medicine are expected create growth
opportunities for the polyclinic segment.

94



Filling the service gaps - growth of private invesiht in technology and equipment

While Georgia has achieved remarkable success itaicefields of healthcare, some areas remain
underdeveloped and there are a number of servEeigdahe country. Many laboratory tests are gétformed
abroad.

There are two PET/CT scanners in Georgia, whileleast four are required to comply with WHO
recommendations. There are also shortages of Hosving equipment: laparoscopic instruments, eqpm
for interventional endoscopy, including endoscatrograde cholangiopancreatography, microwaveidiss
ablation systems, arthroscopes, choledocoscopesclenueinnervation systems, intraoperative ultradou
probes, vacuum machines, Flowtron mechanical coeme units, pH metre units, and intraoperative
neurophysiology and navigation systems in neur@syrdPrivate investment in high-technology equipimen
should strengthen local capabilities, increasentimber of procedures and improve the quality oé.car

Growth in the number of outpatient visits

Georgia lags behind most of the developed countritsrms of the number of outpatient visits pguitza This

is partially explained by cultural differences (gtiees of self-treatment, and distrust of outpatieervice
providers). However, with growing private investrhém this segment, expected market consolidatioth an
Government support, the market will see growth upatient visits, which will positively impact GH&'
polyclinics' revenues.

Growth in hospitalisation rates

Georgia is experiencing significant growth in thespitalisation rate, which is likely to depend oarket
consolidation, the pace of introduction of new tembgies and development of local skills.

Supportive Government healthcare policies

Since its introduction in March 2013, the UHC hasdmbasic healthcare available to the entire papualand
is expected to maintain increase in demand for ca¢diare, particularly hospital services. The Goment
budget on healthcare is expected to grow. For 2020otal healthcare budget increased by 30% credga
2019, mainly due to the COVID-19 pandemic.

Growing awareness of the benefits of health inscesamong the Georgian population

Growing awareness of the benefits of health incteamay lead to a greater demand for private medical
insurance from employers and self-paying custombisseek better quality services, quicker treatroemntore
advanced procedures than those covered within H@ fotamework. However, the new Government initiativ
introduced in 2017 — excluding individuals with aahincome of over GEL 40,000 (approximately 32,000
people) from the UHC coverage and granting onlynéteéd UHC coverage to middle income citizens, these
with an income of over GEL 1,000 per month but ur@g&L 40,000 per year (approximately 400,000 people
— is intended to make the UHC spending more efiicend may potentially expand the private medical
insurance market.

Strong growth in healthcare expenditure

On a per capita basis, healthcare spending rerf@minsompared with certain emerging market peershsis

Malaysia and the UAE) pointing to further growthtgrtial. At the same time, economic growth anchgsi
disposable incomes of Georgian citizens, includimgse living outside the capital city, should alsad to

higher spending on pharma and healthcare seryees;ularly considering the potential increastheanumber
of corporate medical insurance plans for employees.

Demographics

Georgia has an ageing population, with an incregagnoportion of its citizens aged over 60 (as perlatest
UN Population Division data, the share of peopledag0+ in Georgia will increase to 24% by 2025 fi2086
in 2015), who will require more frequent, betterdgolonged treatments. Increasing incidence dfaoer
lifestyle-related diseases (hypertension, ischdmgrt diseases, cerebrovascular diseases, andediphal
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also boost demand for medical care and medicimeaddition, healthy fertility rates will drive demz for
obstetric and childcare services.

Development of medical tourism in the medium tg kenm

Improving facilities and standards have the potémt develop health tourism by attracting thezettis of the
neighbouring countries and, conversely, retainimg Georgians currently seeking treatment overgeaise
long run. The country is also highly price compesitcompared with other medical tourism destinatiand
possesses unique natural resources (climate, rhweters). The number of tourists in Georgia redchescord
high of 5.1 million in 2019, an increase of 7% otlex previous year. Some potentially attractivarssgs for
medical tourism may be IVF, plastic surgery, ophttwdogy, transplantology, orthopaedics and oncology

Healthcare Business

The healthcare sector in Georgia is subject to nonseregulations, including regulations on the ldsgthment
and operation of private healthcare facilitiesfieation of medical personnel and storage of pees data.

Key Regulatory Authorities

The MOH is the main body overseeing the healthsgseem of Georgia and is responsible for the devetmnt
of regulation, supervision, and implementation edlthcare programmes and policies.

The Medical Regulation Agency issues licences fedical activities and permits for healthcare féied. It is
responsible for certifying medical professionalamedical specialties. The Medical Regulation Agealsp
investigates patient complaints related to theityuaf medical products and services.

The Social Service Agency is responsible for thel@mentation of a wide range of social programs QUihd
other vertical state programs), including in theearof healthcare and social welfare.

The NCDC is a government entity whose primary fiomg include the provision of public healthcare
programmes, the supervision and implementationezsures for the prevention of infectious diseasesljcal
statistics and the management of scientific resegirants. The NCDC is obliged to be prepared aira#s for
the implementation of emergency measures in thetefepidemics.

Licensing of Healthcare Facilities

The Law of Georgia on Licences and Permits andratbgulations set out procedures for obtaining and
maintaining licenses and permits to operate healéhéacilities. A licence is required for certaireaical
activities such as emergency medical servicesn$icenedical examinations, forensic psychiatricexations,
and post-mortem examinations. The licences aredssuand are only valid for the named licensedscannot

be transferred to another legal entity or person.

A permit must be obtained to operate a hospitalpslonit is required to operate an ambulatory clinidess it
provides "high risk" medical activity/service (sua$ dental services, surgery, gynaecology, ER reetay,
medical radiology, dialysis, infectious diseasatedl services and endoscopy), in which case thampenust
notify the Medical Regulation Agency. The permitissued for a particular facility and remains valid
notwithstanding a change in the owner or operdttnad facility.

Healthcare facilities are subject to both, periahd random inspections by the Medical Regulatigery to
ensure their continued compliance with the ternmthefrelevant license or permit.

Certification of Medical Practitioners

Physicians must hold a medical (practicing) cewdife. Nurses must hold a nursing or medical diploma
Physicians usually have general or special ceatific. Physicians may be certified in one major/anih one
or more sub-specialties.

Certified physicians who committed malpractice wgdinerally have their certificates revoked or terapty
suspended. The Professional Development Councéruthé MOH is empowered to grant and revoke medical
certificates.
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Registration of Medical and Pharmaceutical Products

Subject to certain exceptions, pharmaceutical pisdmay only be manufactured, imported, marketeld s
and/or advertised on the territory of Georgia éytlhave been admitted onto the Georgian marketaordance
with the Law of Georgia on Drugs and Pharmaceutictivity, through registration with the Georgiaggistry
of pharmaceutical products maintained by the MeédRegulation Agency.

Advertising of Pharmaceutical Products

Georgian legislation regulates advertising of maldad pharmaceutical products. The laws of Geq@hibit
advertising of any prescription pharmaceuticalsveéktising of over-the-counter pharmaceuticals nezgiprior
approval of the advertising text by the Medical Ragon Agency. All advertisements (including TV,
newspapers or verbal communication) of the overthenter pharmaceutical products must contain the
relevant warnings.

Confidentiality

Under the Law on the Protection of Personal Dagesqnal data includes any personal informationicefit

to enable the identification of an individual, suah a person's name, address, telephone numbehesr o
information that, either alone or in combinationttwiother publicly available information, revealseth
individual's identity. Furthermore, health reladata is considered as highly sensitive data amsdiligect to
even stricter regulations and confidentiality nesions. Unless otherwise provided by the law, pea data
must be kept confidential and may not be processtwut the consent of the person to whom suchgmerls
data relates.

In addition, under the Law of Georgia on Healthcar®rmation on requests for medical assistamziyidual's
health, diagnoses and any other information redeinethe course of medical examination or treatment
subject to medical confidentiality. Medical infortima must be kept confidential at all times, evétargpatient's
death, and may be disclosed only with the consénointerested person or in the limited circumsésn
provided by the law.

Environmental Considerations

The healthcare sector is subject to laws, regulatand other legal requirements relating to théeption of
the environment, specifically to the managementdisposal of hazardous substances and medical.waste

Water Utility

When the Soviet Union collapsed and Georgia gamgéependence in 1991, the quality of its water suppd
wastewater treatment infrastructure was relativiely, with rationed and interrupted supply, frequent
disruptions and poor drinking water quality. In fears following independence, the sector contirtaeuliffer
from a lack of investment, resulting in further el@ration of service quality. After the Rose Rexmn in
2003, the new Government focused on improving tseséces.

One of the initiatives undertaken by the Governmerthis area was the privatisation of water congsn
including Thilisi Water Supply Company. In May 20@8BWP, together with Rustavi Water, Mtskheta Water
(which was merged into GWP in November 2020) andd&aani Sewage Treatment Plant, was sold to
Multiplex Energy Limited, a British Virgin Islandsompany limited by shares, which was subsequently
renamed Georgian Global Utilities Limited. In Map, Georgian Global Utilities Limited took over
responsibility for water supply and wastewater tiremnt services in Tbilisi and the adjacent citie®ostavi
and Mtskheta. Georgian Global Utilities Limited wasbject to certain privatisation obligations imnection
with its acquisition of the companies referred bme. In 2018, it completed the performance ofsatth
privatisation obligations, which included, amongess, the rehabilitation and modernisation of tlaedabani
Sewage Treatment Plant and carrying out post-sa@bdn investments of not less than U.S.$220 oniliin
aggregate. In April 2019, Georgian Global Utilitiesnited formally exited from its privatisation aggment
with the Government and obtained unencumberedatithe its water utility business and assets. Indli&020,

as part of the deoffshorisation/redomiciliation gess, Georgian Global Utilities Limited was dissalvand
replaced by GGU, recently incorporated Georgiamlihgl company of the Group's water utility business
operational renewable energy assets.
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The other regions of Georgia were consolidatedtimee authorities: East Georgia, West Georgiafadjdra.
In 2010, further consolidation followed and Easll &est Georgia were merged into one regional aifyhor
the United Water Supply Company of Georgia. Adjeskali and the Batumi Water Company continue teeer
the autonomous republic of Adjara. Management beieGGU's water utility business is the largestgte
water utility company in Georgia, providing watempply and sanitation services to approximately 33#%s
population, with the remainder being mostly suppli®y state-owned companies. Of the five largeses;it
which account for 46.8% of the Georgian populatiwg (Tbilisi and Rustavi) are fully serviced by GG
water utility business. Providers of water suppiyl @anitation services are regulated by the GNBEBR€h
water supply and sanitation services are subjgatite control policies. There are three tariffds/for the two
components of water supply and sanitation: watpplyuand waste water services. Household custoarats
commercial/industrial customers pay different ratasaddition, household customers' tariffs vargdzhon
whether they are metered or pay on a per capiia.bas

Lost water remains the main challenge in the wsti@ply and sanitation sector as a majority of et are
amortised and require continuous rehabilitationiamdstment to achieve efficiency. In 2019, 791lioml cubic
metres of water was extracted for the purpose o¥iging the customers with drinking water, out dfigh
approximately 68% was lost during the water extoagbrocess. The remaining 32% was provided taocosts.
The main reason for leakages is the poor condafanfrastructure, which results in a water losteriat is
significantly higher than the average rate in depetl countries.

For details of the regulatory regime applicablehe water utility, seé—Renewable Energy—Regulation”
below.

Renewable Energy

Demand for electricity in Georgia has been growamsger than supply in recent years, which has tesih a
deficit in generation. Increased demand for eleityrihas been satisfied by imports, which havdedpsince
2016 and continued to grow gradually between 2072020, resulting in Georgia gradually becomintgea
electricity importer.

Despite the overall trend, domestic consumptiorlettricity increased by only 1.4% to reach 12.8HhT\W
2019 and decreased by 4.8% in 2020 to 12.2 TWROR9, this was due to lockdown and related decdease
economic activity due to the COVID-19 pandemic2019, this was due to the slowdown in growth dugsairt

to the decrease in residential cryptocurrency mginimhich was in turn caused by lower profitabilafy the
cryptocurrency mining business due to global groimtBupply of large data centres. Due to the COYD-
related consumption decrease, electricity impantsthermal generation decreased slightly by 1.0860ar%

in 2020, respectively. In 2020, 45.1% of electyiaitas imported from Azerbaijan, 35.4% was impoffren
Russia and remaining 19.4% — from Turkey. In 2022019, the share of hydro generation in the sutpply
was 64.6% and 66.3%, respectively.
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The following table sets forth certain informati@garding Georgia's electricity market for the geamded 31
December 2020, 2019 and 2018:

Year ended 31 December

2020 2019 2018
(GWh)

DOomMESLIC CONSUMPLION ....oveiiiiiiiiiiiee e e e e et e e e 12,137 12,759 12,577
ADKNAZIAN TEOION ......uvviiiiie it e et e e e et e e e e e eaaaee s 2,552 2,060 1,922
DiIECt CONSUMET'S ....uveiieeiiieeesiieeeeseeeesanteeeesnseeeesnnneeeeaneeeesanneeeeanns 2,438 2,864 1,794
Distribution COMPANIES.........ciceiiiiiiiesmree e e e e e et e e e eerbre e e e 7,146 7,835 8,862

DOMESHIC GENEIALION......uviiiiieiiiiiie e e ceeiie e e e e e e e earaee e e e 11,160 11,865 12,149
Hydro power plants (HPPS) .........ooiuuiiiieiiiiiieee et 8,248 8,940 9,949
Thermal power plants (TPPS) .......cccuvee e eeeeveeeeeiveeeeeieeee e 2,821 2,840 2,115
Wind power plants (WPPS) .......ccooiiuiiiiiieeiiiiieee et 91 85 84

[ 0] 0 o] TSP UPPPPRTRIN 1,610 1,627 1,509

EXPIOMES .. ittt ee e e e ettt e et eemmee e et e e e e e e e e e e s e et e e e e e s aaeanns 154 243 589

Trade DAIANCE..........c.eeveeieeeeeee et (1,456 (1,383) (920)

Source:ESCO.

Going forward, Management expects demand for é#gtio continue to increase following the abatemaf
the impact of the COVID-19 pandemic. It expects thiowth to be driven by high GDP growth, which is
strongly correlated with electricity demand. In@ieg penetration of domestic appliances, as wedl pidly
growing tourism industry are also expected to ¢buate to demand for electricity. The number of intgional
tourists to Georgia almost tripled since 2011 amddased by 17% in 2018, although tourism has @awpp
significantly in 2020 due to the COVID-19 relatedvel restrictions. Tourism revenues in Georgiada% in
2020, as international travel was severely cudaile addition, the penetration level of domespplances is
relatively low in Georgia compared to its peer does. Penetration levels are expected to growrasuit of
GDP growth, declining prices for appliances andre@ging average household size, resulting in gromth
demand for electricity.

Based on the MOESD's approved annual forecasteshd¢mlbof electricity dated 15 December 2020, 65.6% o
total demand for electricity in 2021 will be met hydro generation, 24.3% by thermal generationydbg
wind generation and 9.4% by imports.

The balancing electricity price in Georgia was 8.8.5.0/KWh in 2020, which represented a 4.2% &see
compared to 2019. The increase was mostly driveddayeased generation from cheap electricity ssutoe
2020, 24.1% of total electricity supplied to thédgrwas traded through ESCO, as the market openaitbr the
remainder having been traded through bilateralrects.

In Turkey, a key export market for electricity, th@erage price was U.S.$ ¢ 4.1/KWh in 2020, which
represented a 13.9% decrease compared to 201%yraht June 2020, the main export months for Gaprgi
average electricity prices in Turkey were U.S.$@KWh and U.S.$ ¢ 4.3/KWh (which represented ®%il.
decrease compared to May 2019 and 5.6% increaspatethto June 2019), respectively. Overall, in 2020
electricity exports decreased due to unfavouraptirdiogical conditions in Georgia, as well as daeezl
electricity demand in neighbouring countries.

The following table sets forth electricity prices {Georgia and Turkey for the years ended 31 Deee2@20,
2019 and 2018:

Year ended 31 December

2020 2019 2018
(U.S.$ c/KWh)
Balancing electricity price in GEOIgia .......cceeeevieeeiiiiiieiieiiii e 5.0 4.8 5.0
Average price of electricity Imports in Georgia - ........c.ueveveeevinieeieiiiineeaes 4.0 4.8 5.0
Average price of electricity exports from Georgia...........cccuuveeeieeiinieneens 3.8 3.2 43



Market clearing price in TUFKEY ...........uuuviuieiiiieeeeeeeeeeeeiiien e e e e e eeeeeeanns 4.1 4.7 4.8

Source:ESCO, Geostat, NBG, EPIAS.

Energy Generation and Water Supply Regulation
Regulators

GNERC is an independent regulatory body and issabject to direct supervision from any state auttyror
GNERC's independence is guaranteed by a legallydatad, self-sufficient revenue stream, funded
predominantly by regulatory fees paid by all eneagg water utility market participants, which atgrently
calculated based on a 0.002 coefficient multipbgdotal revenue of each regulated entity. Thigpehdence

is a fundamental requirement for synchronisatioih wthe E.U. energy market and is in line with @sictices

of energy market regulation.

GNERC has the authority to issue licences for tmganies of electricity, natural gas and water suggctors

and to supervise such licensees. GNERC regulatestors and controls sales tariffs, service quatibverage
areas and key performance indicators of markeicgaahts. GNERC's main goal is to keep a balanteden
service provider companies and customers in ordemaintain the financial sustainability of regutate
companies, and at the same time ensure that psodunct services are affordable to customers. The key
regulatory objectives of GNERC include increasethdparency and trust among regulated companies and
customers, harmonisation of Georgian laws and atigms with the E.U. norms, the enforcement of key
performance indicators to measure service quailiththe development of new regulations, includinggiation

to alignment with E.U. standards.

Other regulatory bodies that oversee different etspef GGU's operations include the MRDI, the MER#e
MoESD and the NFA. MEPA oversees environmentaltgadad sustainability aspects of GGU's business.
MOESD oversees license-related aspects of the eegoof underground water. MRDI and the Thilisi
Municipality are responsible for channelling theds and planning infrastructure development. Thé
authorised to ensure standards of drinking watalitgu

Price control

In August 2017, GNERC adopted a new pricing mettamjoapplicable to regulated utilities. The methlody
is a hybrid incentive-based and cost-plus tarif€dation model. This model is aimed at allowing &ofair
return on invested capital and operating expensi#gea must incur for their continued operatiotdnder the
model, in relation to its water supply and saritatbusiness, GGU's water utility business appliégfCC to
its net book value, which represents its RAB, essiyn comprising the historical book value of ggisting
assets plus capital expenditures it has made. RABen multiplied by regulated WACC, providing retwn
assets, to which depreciation and operating exgesmr®eadded in order to reach allowed revenuen@akio
account any corrections from the previous regwapariod). All calculations are in accordance WENERC's
methodology, which differs from water utility busss's IFRS financial statements. The methodoloty se
tariffs for three-year regulatory periods. Thetfregulatory period for which this methodology apglran from
1 January 2018 to 31 December 2020. The WACC seddibr the first regulatory period for water suppl
sectors was 15.99%. The WACC for the current reégufaeriod running from 1 January 2021 to 31 Ddoem
2023 is set at 14.98%. The WACC applicable to fleetecity generation sector was set at 15.39%tler
regulatory period from 2021 to 2025 and was sét6ad0% for the previous regulatory period from 2@4.8
2020).

On 4 January 2021, GGU announced that GNERC hambegap new tariffs for GGU's water utility business
for the second regulatory period of 2021-2023. TWP's tariffs were increased compared to the pusvio
regulatory period of 2018-2020 from GEL 0.33 to GEb. (per cubic meter) for metered residential @ogrs,
from GEL 3.89 to GEL 4.5 (per capita) for unmeteresidential customers, and from GEL 4.4 to GEL(p&¥
cubic meter) for business customers. The tariffease translates into annual growth of approxima?s in
allowed water revenues of GWP in the three-yeaulaggry period effective from 1 January 2021, coraga
to the previous regulatory period (correspondinggproximately 36.3% increase in allowed water meres
for GGU's entire water utility business).
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After approving this methodology, GNERC developegyementary regulations setting forth rules and
procedures for all components included in taritféntroduced regulatory audit rules that set fatdp-by-step
procedures for tariff calculations, including guida regarding eligible and ineligible operating emxges for
the purposes of the above calculation. It alsmthiced investment valuation rules which set ouestwment
plan agreements and appraisal processes and eefoukligibility of investments for tariff purpes. Finally,

its service quality rules set minimum standardssfwice quality that utility companies must previ®ed'—
Service Quality Rulesbelow. The new pricing methodology and supplemgntagulations adopted by
GNERC have increased clarity and transparency degatariff setting and returns on investment.

On 2 July 2020, the Government adopted rules fppsting generation and the utilisation of powengyated
from renewable energy sources. According to theveeit decree, every investor developing a plartt mibre
than 5 MW installed capacity is authorized to tmesdupport mechanism, which includes (a) the stm@oiod,;

and (b) premium tariff. The mechanism does notasplalready signed PPAs and will be applicable @mly
new renewable energy projects. The support peradlast for 10 years from the moment of issuing the
generation license (if required) or commencingdtvamercial operation and will apply over an 8-mauehiod
(covering January, February, March, April, Septemligctober, November and December) each year. As
regards the premium tariff, this amounts to U.2$8.per 1 KWh. Such premium tariff is payable asialus

on the wholesale (equilibrium) price recorded foe televant hour in the organised electricity madky if,

over the course of the support period, the whoteGaduilibrium) price for 1 KWh of electricity geraged by

the plant during the support period and sold irottganised electricity market is less than U.S.$5.8lowever,

if the difference between the wholesale (equilibrjuprice recorded for the relevant hour in the arged
electricity market, and U.S.$0.055 is less than.&0®15, then the premium tariff shall amount tahsu
difference. The premium tariff is payable in Largcording to the exchange rate determined by thé B8 of

the date of the relevant invoice. The support mesha shall be implemented by ESCO. Once the WPSO is
determined, as provided under the new Energy Liasstpport mechanism will be implemented by sucls@P

It is noteworthy that the Government is authorigedlaborate different support mechanisms, depgnalirthe
specificities and significance of any specific pab

ESCO

Historically, the Government provided effectiveentives to investments in the energy sector via At
the state-owned market operator, ESCO, grantedwoHPP operators. These PPAs typically entailages f
contract for a specified period for the purchaselettricity during eight months in autumn, wingerd early
spring from newly constructed HPPs for a fixed @ri€his policy provided a stable and predictabEhdéow
for new projects (the prices set by PPAs mostlyeedibetween U.S.$ ¢ 5.0 to U.S.$ ¢ 6.5 per KWh).

The main function of ESCO is the purchase anddabalancing electricity (capacity) (including medi- and
long-term agreements for imports and exports). ES@® exclusive rights to execute import and export
agreements in emergency situations.

Moreover, ESCO defines volumes of balancing eleityrisettles with eligible parties for balancingaricity
purchased or sold in a given month and sets thenbilg electricity price for each month. This balag
electricity price is regarded as the benchmarkepoio the free market, and trading on the free narken
takes place at a specified discount to ESCO's bialgiprice, usually within the range of 3% to 10%.

From 1 May 2018, customers consuming at least 15h@&f month were required to register as direct
customers. As of 1 May 2019, this requirement becapplicable to customers with consumption of astl&
GWh per month. The intent of this change was to enlavge industrial customers to the free marketievhi
maintaining subsidised electricity prices for resitial customers. Following this change, large #tdal
customers will be required to buy electricity frganeration units, traders and importers directtiigathan
from distribution companies.

From July 2018, the newly established PPP agendyesses investors' requests for PPAs on behalieof t
Government and in accordance with regulations andgolures established under the new Law of Georgia
Public and Private Partnership. The PPP agencyuctec cost/benefit analysis and concludes whetiger
project requires any support from the Governmedtdetides on the support mechanism. In Decembées, 201
the Georgian Parliament adopted the Energy Law;iw@placed the Law of Georgia on Electricity araduyal
Gas adopted in June 1997. The Energy Law is aimeeshape the Georgian energy market with the pyima
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objective of achieving harmonisation with the Erlles. As part of these amendments, on 16 ApriD2@i2e

Government approved the Concept of Electricity MaNModel. According to the Concept of Electricityahtet

Model, the wholesale electricity market will coni§the bilateral electricity market, the day atheaarket, the
intra-day market and the market for balancing amddllary services. The key players in the wholesadgket

are the exchange market operator, generation uraders, suppliers and transmission system operaie

exchange market operator will operate day aheae-day and bilateral electricity (forward) markesgister
exchange market participants and ensure transpaergssible and trustworthy payment system. Tiseae
separate operator for the balancing market, whitthamong other things, define market products ealdulate
non-balancing prices.

The concept paper also sets additional preconditionpublic service obligations, which can be i on,
among others, generation licence holders. Suclyatiins should be temporary in nature and can pesed
only after proper consultations with the Governm@&@NERC, the Energy Community Secretariat and other
competent bodies. In case of generation licencgehns] a public service obligation can be imposdtiéform

of a contract for differences (where tariffs arelseGNERC) in accordance with which (a) in case pbsitive
difference, the generation unit pays the wholepaldic service organisation; and (b) in the caseegfative
difference, the wholesale public service organisgafiays the generation unit.

ESCO continues to operate in its current form uhtiluly 2021 and registers wholesale market ppatts,
conducts balance electricity and guaranteed capaading, as well as other functions currentlyyided under
the law. After 1 July 2021, ESCO will becomes a lgbale public service WPSO and most importantlyl, wi
ensure compliance with the guaranteed PPAs exepuidto the enactment of the new Energy Law.

This energy market model may greatly increase Wityain energy prices, especially in summer monttgere
the support mechanism will not be applicable aeditices will be formed based on market supplyderdand.
In case the electricity supply exceeds demand enfrite electricity market, this could negativelyeat
electricity wholesale price and absent of any aieve markets, could result in decreasing the @saevenues.

Normative losses

GNERC defines "normative loss" as the permissibgs lof potable water or electricity, as the casg b
Losses are calculated in accordance with speqadigcribed rules. Normative losses are determioeddch
utility company separately. A new methodology fafcalating normative losses of potable water waspseti
by GNERC in December 2017. This methodology distisiges between production losses, technical l@sds
losses caused as a result of excessive consumptiean calculating normative losses, the aim isufdity
companies to be compensated for any loss suff@itesl.distinction between types of losses and thetivel
weighting in compensation levels is intended tgger incentive mechanisms available for utility pamies to
reduce amount of non-revenue generating watereimétwork.

Service Quality Rules

In July 2016, GNERC adopted commercial serviceityualles containing service quality standards majple
to all utility companies. These rules were subsetiyeeplaced with revised service quality ruleppteéd by
GNERC in December 2018 and effective from 1 July2d he rules are intended to incentivise improvase
in overall service quality among utility compangesd include standards in relation to the respoinse for
customer complaints, new customer registrationestyuand phone calls. The rules also require titesicsibers
are informed about planned supply interruption®ugh "out of service" notifications via email andtext
(sms) messages. The rules contain a clear framefwoitkandling unplanned service interruptions aegvn
customer connections. Planned interruptions ircése of simple maintenance works shall not excdealifs.
For complex maintenance works, the permissibletduraf interruption of water supply services igpdadent
on the number of impacted subscribers and mayriast 12 to 48 hours. Information on all interrupisoshall
be kept in physical as well as electronic formtfee duration of three years thereafter. Servicedstals are
divided into two types: (i) general standards; @ndjuaranteed standards. Certain standards caiméarce in
2016, while others came into force in 2017, 201@ 2020. In the event the general standards areleda
GNERC applies certain incentives or fines.

General standards are annual targets and relélte gervice of customers as a whole. These stasdambng
others, include the aforementioned requirementsnfmrming customers of service interruptions, restp
supply to customers whose service is disruptedth@dime permitted to answering calls and respanéin
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customer complaints. In relation to breaches of gbaeral standards, each 1% increase/decreasd in se
milestones shall cause an increase/decrease iaghkatory cost base of 0.01% for the purposesilcltation
of the applicable tariff.

Guaranteed standards apply to the service of $pemistomers. These standards relate, among otteers,
restoring water supply to customers that were diseoted due to non-payment for services, providing
responses to customer applications, inspectingrmeatethe request of customers, connecting nevoouss
and inspecting the technical quality of supply lz¢ tequest of a customer. In relation to breacligbhe
guaranteed standards, the service provider isnejto pay compensation to the affected custonugredch
breach (GEL 5 for individuals and GEL 10 for bussm&ustomers). Such compensation shall be reflested
credit on the bill of the relevant customer withid calendar days of the breach.

In addition, the commercial service quality rules\pde for an electronic journal, which is a CRMta@re
tool that must be installed and maintained by &lity companies providing services to customerdl. A
applications (whether in electronic or in writt@mrh) of customers and actions taken by serviceigeos must
be immediately uploaded to the electronic jourials requirement has been in force since 1 July201

Since October 2018, GNERC implements mystery custagesearches from time to time in order to evaluat
utility companies' compliance with the service dgyatules, including compliance with certain stardfa
described above. As a result of researches, GNERGtfies noncompliance and requires the regulated
companies to provide the action plans for theiradies.

Property and Casualty Insurance Industry (P&C)

From 2010 to 2019, the Georgian property and casumlurance sector grew by 225%, with insuraneemae
increasing to GEL 345 million. According to the ISS, the total value of gross written premiums iasssl
from GEL 113 million in 2010 to GEL 382 million 2019, an increase of 237%. The largest six ins@anc
providers in Georgia account for approximately 8aRthe market.

The number of property and casualty insurance jgslimicreased from 140,000 in 2012 to 153,943 2020
The level of insurance market penetration in Geoagnounts to 1.3% (of which 0.8% is attributablpraperty
and casualty insurance market) as at 31 Decemd&r. AZhis was lower than insurance penetration imemo
developed countries such as the United Kingdommdea&Switzerland and Belgium, which had penetratoes
of 10.3%, 9.2%, 8.4%, and 6.0%, respectively, aad also lower than penetration in neighbouring treem
such as Slovenia, Poland, Bulgaria, Turkey and iBuasich had penetration rates of 5.1%, 2.7%, 2148%6
and 1.4%, respectively.

Regulation

The Group's property and casualty insurance busieesibject to the general regulatory framewoak dpplies
to all other insurance companies in Georgia.

The ISSSG is the state regulator authorised torsiggeand regulate insurance companies in Geofdia.
ISSSG is responsible for issuing insurance licemoessupervising the compliance of licenced opesatath
the applicable regulatory requirements. The ISSB&aies as a legal entity of public law and is antable
to the Government. The ISSSG is entitled to rewtbkansurance licence of any insurance providegronnds
specified by the Law of Georgia on Insurance (limstrance Law') adopted in May 1997, including on the
ground of insolvency of the insurance provider.

The ISSSG requires insurance companies to complytive following forms of regulation:
* capital adequacy requirements;
* reporting, transparency and accountability;

« "fit and proper" criteria for senior management aigphificant shareholders (direct and indirect leadd
of 10% or more of the capital);
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* minimum requirements for certain types of insuracmoetracts (such as non-state pension insurance);
and

» principles of dispute resolution with consumers.

Insurance companies must obtain a licence fromSB&G to carry out insurance activities in Georgjlaree
types of licences are available to insurance peygid

» life insurance licences, to provide pension insceaand life assurance (both contributory and
refundable);

* non-life insurance licences, to provide all othgres of insurance, including medical insurance; and
* reinsurance licences, which are mandatory for pleng of reinsurance activities.
Reserve Requirements

Under implementing legislation adopted by the ISS8Gurance providers must keep insurance reserves
(which are offsetting assets to cover future litibg if they are required to pay out under anyirasce policy).
Insurance providers that provide non-life insuraand life insurance (other than contributory arfdndable

life insurance and private pension insurance) rkesp a reserve for unearned premium, a reserieBOISs

and a reserve for IBNRs. Insurance providers thatige contributory and refundable life insuranagsirkeep

a life insurance reserve. Insurance providers whwige insurance for private pension liabilitiesshieep a
private pension insurance reserve.

Additional regulations specify the types of assk&t can be used as insurance reserves, the sgwitauch
reserves, the conditions for investing these assetthe mandatory ratio between the insurancageds net
undertakings and equity for individual types ofurence products.

Any breach of applicable ratios and regulatory nesments may result in the imposition of sanctiams
insurance providers. In addition, insurance prawdeay not declare or pay dividends or reduce tapital if
they are, or would be immediately after such detian, payment or reduction, in breach of ratiogl an
regulatory requirements applicable to insuranceipgess.

Regulatory Capital

The minimum share capital requirement for insurgmoiders is set by ISSSG at GEL 4,200,000 (irsirep
to GEL 7,200,000 from 31 December 2021). Insurgmo®iders must keep at least 100% of their minimum
share capital in cash on deposit with a bankingtin®n licenced in Georgia and free from any enbuances.

In addition to the minimum share capital requiretmémsurance companies are also required to mairatai
solvency ratio, calculated as regulatory capiteid#id by the required solvency capital, in excdsk)0%. The
ISSSG defines the types of assets that can bebysad insurer to meet its regulatory capital reguents. The
required solvency capital is the greater of 18%pm@miums written up to GEL 100 million plus 16% of
premiums written above GEL 100 million and 26% lairos up to GEL 70 million plus 23% of claims above
GEL 70 million. Other adjustments are also madenfums for high risk classes of business are iseéor
the purpose of this calculation and an adjustneentade for reinsurance.

Reporting Requirements

All insurance providers are subject to inspectiph35SG which may examine an insurance provideceunts,
books, documents and other records and may retgin#icers and employees to provide any inforimatnd
documents upon their request. Insurance providerseguired to submit annual external audit repogsther
with their audited annual IFRS financial statemearid other financial and statistical reports to36Sn the
required format on a regular basis.
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Corporate Governance

Under the Insurance Law, all directors, membesspervisory boards and significant shareholdenssofrance
providers must meet the "fit and proper” requiretseset by the law. Compliance with this requiremesra
precondition for issuing a valid insurance actestiicence. In particular, a person may not be appd as a
director or a supervisory board member, or be @ifsignt shareholder, if they: (a) have been deddegally
incapable by a court; (b) have been convicted pigrave or especially grave crime including moraaynidering,
terrorism financing and/or any other economic crife¢ are a first or second ranking heir (such apause,
parent, son, daughter or sibling) of a directomember of a supervisory board, of an insurancepeoy or a
person connected to that member and having a cocrahanterest; (d) are a director, or a memberhaf t
supervisory board, in more than five Georgian camgs or is a director in the same insurance cogp@h
do not have relevant education and/or five yeaqsemrence; (f) are a director or a member of thgesusory
board of another insurance provider (except whasedther insurance provider is controlling or cohéd by
such insurance company); (g) have previously hatter directly or indirectly, 10% or more of thieases in
an insurance company, or served as a directorpargigory board member, and during that time, itteatrance
company was declared bankrupt; or (h) are proldiditam carrying out insurance activities by a calatision.
For these purposes, the term "significant shar@ndleans any person who holds either directiydirectly
a 10% or more of the authorised or paid up shgsgataf an insurance company @ignificant Interest”).

Pursuant to the Insurance Law, a person who intemdgsquire shares in a Georgian insurance prowaddr
who, as a result of the relevant acquisition, wdwdlt, either directly or indirectly, the Significelnterest must
obtain prior approval from the ISSSG. Generallyg EBSSG should issue or deny its consent withialeyd

from the date of submission of the applicatiorthéf ISSSG fails to provide a response within 1Gdagnsent
is deemed to be issued.

A transaction by which a person directly or indigacquires the Significant Interest of a Georgiaurance
provider without submission of an application te t8SSG or despite the ISSSG's refusal, is deeonae null
and void.

There are certain reporting obligations relatethéoownership of a Significant Interest of a Gemngnsurance
provider. Pursuant to the Insurance Law, insurama®iders are required to publish on their websites
information on the legal and beneficial holdershaf Significant Interest.

Anti-Money Laundering Legislation

On 30 October 2019, the Georgian Parliament addpteHaw of Georgia on Facilitating Prevention abidy
Laundering and Terrorism Financing (t#VIL Law "). The new AML Law repealed and replaced the Law o
Georgia on Facilitating the Elimination of the Légation of Illegal Income which was adopted in @903.
The new law was adopted in line with recommendatiohthe Financial Action Task Force and Georgia's
commitments under the E.U. Association Agreemeritnfwement the Fourth Money Laundering Directive
2015/849 of 20 May 2015 of the European Parliaraedtof the Council of Europe "On Prevention of tthse

of the Financial System for the Purposes of Moneyridering or Terrorist Financing", and to bringnb&onal
legislation in line with the Convention of the Cailnof Europe "On Laundering, Search, Seizure and
Confiscation of the Proceeds from Crime and orFihancing of Terrorism".

The Financial Monitoring ServiceRMS") monitors and supervises anti-money launderingsuees and issues
orders setting out additional measures and regpréguirements. The FMS operates as an indepehdewt
under the auspices of the Government. The FMS aisdis activities in close cooperation with MONEXN

(the anti-money laundering body of the Council of&e, of which Georgia is a member) and in accarela
with the Financial Action Task Force's=ATF") recommendations and EU directives (although Gieas not

a member of FATF or the EU). In addition, followiagnendments to the Georgian Criminal Code between
2006 and 2008, all material elements of money latind and terrorist financing offences are provittadoy
Georgian criminal legislation, including in relatito legal persons.

Under the new AML Law insurance companies and ati@nitoring entities are required to undertakeasert
preventive measures when (i) establishing busir@agons; (ii) carrying out occasional transacsiofa) above
GEL 15,000 or its equivalent in any other currenayy(b) that are wire transfers above GEL 3,000tor
equivalent in any other currency; and (iii) the mamng entity has doubts about the veracity orcagey of
previously obtained customer identification datatelAtial preventive measures include identifyingtomers
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and verifying customers' identity using reliabldependent sources, identifying beneficial ownexs taking
reasonable measures to verify the identity of berafowners, identifying purposes and nature ddibess
relationships, and conducting ongoing due diligeat®usiness relationships. Furthermore, the manio
entities are required to apply enhanced prevente@sures for specific customers, including polityaaxposed
persons and customers from high-risk countries aatigities.

Under the AML Law and applicable FMS regulatiomsurance providers are obliged to monitor all stieps
transactions, irrespective of their value, and gitynreport suspicious transactions to the FM3h#f FMS
receives a report of a transaction that it belieway be related to the laundering of illicit incowrefinancing
terrorism, the report must be forwarded to the eppate departments of the Prosecutor Generaliséthe
State Security Service of Georgia, the Revenuei@Genf Georgia and/or the Georgian MIA.

In addition, the ISSSG is also authorised to cauy off-site surveillance and on-site audits ofunasice
providers' compliance with anti-money launderingulations. It reports breaches of anti-money latnde
regulations to the FMS.

Insolvency, Liquidation and Compulsory Adminiswatof Insurance Companies

The ISSSG is entitled to revoke the insurance iesof any insurance provider on grounds specifiethiy,
including, among others, insolvency and breaclppfieable regulatory requirements by the insurgmoeider.
Upon revocation of its licence(s), an insurancevgier is liquidated in accordance with the procedset out
in the Insurance Law and its implementing regutaiolf, however, the licence is revoked on grouatls
insolvency or if it is established during the caurs liquidation proceedings that the company soivent
(when the total book value of its assets is leas the value of its liabilities), then the ISSSA esdmmence
bankruptcy proceedings instead of liquidation peaiegs.

ISSSG is authorised to supervise the conduct ahtheance provider's insolvency and liquidatioogadures.
During the bankruptcy process, claims are setthethe following order of priority: (i) expenses urced in
connection with the appointment of the bankrupt@nager and performance of its obligations, as agdny
obligations incurred by the insurance providerdaihg the revocation of its insurance licence; §@cured
creditors (except for those secured by a tax lifii);claim arising out of life insurance and paite pension
insurance contracts, the amount of life insuranabilities for contributory and refundable types ldé
insurance being the amount of the life insuransemes; (iv) claims arising out of accident insunontracts;
(v) all other claims arising out of other insurammmtracts; (vi) indebtedness to the state budgelyding
claims secured by tax liens; and (vii) all othexicis against the insurance provider and belatadiyngtted
claims.

If the funds available are insufficient to covdradims listed in the above categories in fulk ttaims of each
creditor in a given category are paid on pro-raaid (except for claims under the first categorycivrare
payable in full). The claims of creditors in eacbsequent category are paid only after satisfadtidall of
the claims ranking ahead.

If there is a threat of a breach of applicable l&guy ratios requirements, non-performance of iasae
obligations by an insurance provider, or a sigafficdeterioration of its financial standing or thieerest of the
insured beneficiary, the ISSSG may appoint a cosqgoyl administrator who meets the qualification
requirements applicable to the insurance companyirastrators. With the consent of the ISSSG, the
compulsory administrator is authorised to reorgafiie insurance provider's corporate structuretiamsfer
all or any part of the insurance provider's assets liabilities to another legal entity. The congmul
administrator has the authority to take such acd®may be required to improve the financial caooniof the
insurance provider, including by way of the saléhefinsurance provider or authorising or suspenppayments.
The compulsory administrator is also authoriseprpose to the ISSSG such changes to the constitotithe
insurance provider's senior management as he/fibedseare necessary. Compulsory administrationitextes
upon (i) the expiry of term of the appointment; @) termination of the appointment by ISSSG; or
(iii) revocation of the insurance licence.

Education Industry

The private K-12 education industry in Georgiarisvgng at a rate twice that of the nominal GDP dgiorate.
The market grew at a compound annual growth rate6éb from 2013 to 2019 to reach GEL 3.7 million,
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according to Galt & Taggart. Management believed there is a consolidation trend which represants
opportunity in a fragmented market. The numberrofgpe schools in the Georgian market has decrelased
243 in 2013 to 224 in 2020 and at the same timavkeage private school size has increased fronte2t@ers
per school to 276 learners per school. Managenséimates that the market share of the ten lardagers has
increased from 16% to 19% over the same periogdatriearners are consolidating in the four largésts
with a population of over 100,000, namely ThilBgtumi, Kutaisi and Rustavi. Management believes tie
key growth drivers will be the large gap in the lgyaof public schools as compared to private sdrasowell

as increasing household income and decreasing Uogmgnt rates (prior to the onset of the COVID-19
pandemic).

Management believes that Georgia has the potéatgow private education enrolment given the pertien
levels achieved in sub-Saharan Africa, Latin Ameeaad South Asia, which were 16%, 20% and 43% 1920
respectively, compared to 10% for Georgia, accgrdinUNESCO. Lower average spending per learner als
indicates further room for growth. Total spendirgy pearner currently stands at U.S.$650, comparetid
OECD average of U.S.$9,000. Total spending as@ptage of GDP was 2.2% compared to the OECD aserag
of 3.1%.

Regulation

Although Georgian law recognises and allows privétE2 schools, their activities are subject to tlasv of

Georgia on General Education. Specifically, privat@ools' students and their parents have gengtabr
granted by the law and the Constitution, includihg right for education, prohibition against altrfe of

discrimination, right to information and freedomfteely express their opinions, right to particgat school's
management through designated representativesditiam, the educational sector in general is sttliethe
supervision of the Ministry of Education, CultunedaSports of Georgia, which has the authority tatdsh

unified nationwide standards of education, appneatonal educational plan, oversee teachers' duatldn

criteria and determine and implement rules for aus@tion and accreditation of private schoolss firohibited

to provide educational services without authorisgtiwhile accreditation provides for higher staadaand it
is voluntary.

107



MANAGEMENT AND EMPLOYEES

Overview

The Issuer's corporate bodies are the General MpetiShareholders (th&MS"), the Supervisory Board and
the Management Board, each having its own respititis® and authorities in accordance with Geordean
and the Issuer's charter (tf@Harter™). The Issuer operates in accordance with Georlgian

As of the date of these Listing Particulars, Geo@apital PLC held 100% of equity share capitahalssuer.

The Issuer's GMS

All shareholders registered on the share registéhe record date of the GMS have the right tandteend vote
(if applicable) at the meeting. Georgian law presdhat holders of preferred shares are not ehtibleroting

rights at the GMS, unless the Charter or any releshare issue prospectus allocates voting rightseferred
shareholders. According to the Charter, holdersreferred shares are not entitled to voting rightthe GMS.

As of the date of these Listing Particulars, trsuiés has not issued any preferred shares. Shaeeboidy be
represented at the GMS by a proxy. A shareholdklirigo more than 75.0% of the Issuer's voting sharag

pass a resolution without convening a GMS. Suclsaetwill be equivalent to the minutes of the Glsli®l is

considered a resolution of the GMS. In such calesrémaining shareholders (if any) are notifiedtha#

resolution. If more than one shareholder owns ntoae 75.0% of the Issuer's voting shares, convetiiag
GMS is mandatory to pass resolutions.

Under Georgian law and the Charter, shareholderawthorised to pass resolutioimser alia, on the following
issues at a GMS:

approval of amendments to the Charter;

change of the share capital of the Issuer;

liquidation of the Issuer;

any merger, division or transformation of the Igsn& another legal entity;

full or partial cancellation of pre-emptive riglttaring an increase of share capital;
distributions of profits;

appointment and dismissal of the members of thesigory Board and determination of their terms
of service and remuneration;

approval of the reports of the Supervisory Boardl thie Management Board and control of the
activities of their members;

selection of auditors;

approval of participation in litigation against tispervisory Board and the Management Board
members, including the appointment of a represiestat such litigation;

acquisition, sale, transfer, exchange (or suclieglaansactions) or encumbrance of the Issuesttgs
with the value exceeding 25.0% of the total assktke Issuer;

approval of the annual accounts of the Issuer;
approval of related party transactions, with a gaxceeding 2% of the Issuer's assets; and

other issues provided by law and the Charter.
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According to the Charter, decisions on all otheues are made by the Supervisory Board and the de¢ament
Board within their capacities.

Supervisory Board

In accordance with the Chatrter, it is the respoalitsilof the Supervisory Board to supervise the ldgement
Board. The Supervisory Board consists of at |dagtetand at most 15 members, each of whom is dlégte
the GMS. The Supervisory Board members are reqtiradt in the best interests of the Issuer angusness
when performing their duties.

The responsibilities of the Supervisory Board,rirtia, include:

. supervising the activities of the Management Board;

. appointing and dismissing the CEO and other dirsctaoncluding and terminating service contracts
with them, as well as establishing a code of confiwdhe members of the Management Board,

. approving and amending the Issuer's policy and adgilatory requirements;

. inspecting the Issuer's accounts and propertyydnad) inspection of conditions of cash desk, séesri
and assets, personally or with the help of invérgerts;

. requesting reports of the Issuer's activities frima Management Board (including information
concerning associated companies and subsidiandsj)exiewing the information provided by internal
audit or external inspections;

. convening extraordinary general meetings, if negss

. reviewing annual reports and the proposals of ta@dgement Board on profit distribution;
. representing the Issuer in proceedings againdssuer's CEO and other directors;

. approving the annual budget; and

. making decisions in other cases provided by appkckaws.

The members of the Supervisory Board members stegllbelow.

Name Date of birth Current Position Date Appointed

David Morrison 5 August 1952 Chairman and Senior
Independent Non- 7 June 2018
Executive Director

Irakli Gilauri 12 May 1976 Deputy Chalrman and 7 June 2018

Chief Executive

Kim Bradley 23 February 1955 Indepe.nden.t Non- 7 June 2018
Executive Director

Massimo Gesua' sive Salvadori 16 February 1975 Indepe.nden.t Non- 7 June 2018
Executive Director

Caroline Brown 14 June 1962 Indgpendent Non- 7 June 2018
Executive Director

Jyrki Talvitie 2 April 1966 Indepgnde_nt Non- 7 June 2018
Executive Director

Maria Chatti-Gautier 7 October 1958 Independent-Non

Executive Director 19 March 2020

Irakli Gilauri was appointed CEO and Chairman of Georgia Capit&l on 24 February 2018. He also serves
as a member on the Nomination and Investment Cdewsitof Georgia Capital PLC. Mr. Gilauri formerly
served as the CEO of BGEO Group from 2011 to MaB26le joined as CFO of Bank of Georgia in 2004 and
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was Chairman of JSC Bank of Georgia from 2015 tt82@aving previously served as CEO of JSC Bank of
Georgia since May 2006. Prior to that, he was aRBBanker. Mr. Gilauri has almost 20 years of eiqrere

in banking, investment and finance. Mr. Gilauri veaBlon-Executive Director of Georgia Healthcare @pro
PLC and a member of the Supervisory Board of JSGrdgie Healthcare Group. Mr. Gilauri received his
undergraduate degree in Business Studies, EconamitEinance from the University of Limerick, Ineth in
1998. He was later awarded the Chevening Schofarghiinted by the British Council, to study at @ess
Business School of City University, London, wheeedibtained his MSc in Banking and InternationabRue.

David Morrisonwas appointed as the Senior Independent Non-Exeddirector of the Georgia Capital PLC
on 24 February 2018. He also serves as the Chamfr@aorgia Capital PLC's Audit and Valuation Cortte®

and as a member of Georgia Capital PLC's Invest@enimittee. Mr. Morrison was a Non-Executive Diggct

of Georgia Healthcare Group PLC and a member oStiervisory Board of JSC Georgia Healthcare Group.
Mr. Morrison previously served as the Senior Indej@at Non-Executive Director of BGEO Group PLC from
October 2011 until May 2018, which included positcas Chairman of Audit Committee and a member of
Remuneration and Nomination Committees. Mr. Momispent most of his career (28 years) at Sullivan &
Cromwell LLP where he served as Managing Partn¢hefirm's Continental European offices. His picect
focused on advising public companies in a transaati context, including capital raisings, initialitgic
offerings and mergers and acquisitions. Mr. Momis®the author of several publications on seagitaw-
related topics, and was recognised as a leadingelaiw Germany and France. In 2008, Mr. Morrisoméal

his attention to conservation finance as the Foun@EO of the Caucasus Nature Fur@NF"), a charitable
trust dedicated to wilderness protection in Gegrfianenia and Azerbaijan. He now acts as Chair §FG
supervisory board, as well as serving on the boafdklree other conservation trusts he helped ¢ater A
principal focus of his role for these charitiesx@v the investment of a portfolio of over U.S.$20illion in
endowment capital. In April 2019, David Morrisonsvaamed as Georgia's first Environmental Ombudsman.
Mr. Morrison received his undergraduate degree fi@e College and his law degree from the Univgrsft
California, Los Angeles. He was also a Fulbrightatar at the University of Frankfurt.

Kim Bradleywas appointed as an Independent Non-ExecutiveDiref Georgia Capital PLC on 24 February
2018. He also serves on the Remuneration and Néaomneommittees, and as Chairman of the Investment
Committee of Georgia Capital PLC. Mr. Bradley seras an Independent Non-Executive Director of BGEO
Group PLC from December 2013 until May 2018. H® alsrved as Chairman of its Risk Committee and as a
member of Audit and Nomination Committees. Mr. Begdretired from Goldman Sachs in early 2013,
following 15 years as a professional in the Reg&tesPrincipal Investments and Realty Managemegidns,
where he focused on investment in both Europednestate and distressed debt in real estate amobrete
areas. In addition to his investment activities, Biradley led Goldman Sachs's asset managemelidtaHiin
France, Italy and Germany, where he was involvefinencial and tax audits as well as the manageroent
internal audit activities. He has also served a&siBent of Societa Gestione Crediti, a member ®Bbard of
Directors of Capitalia Service Joint Venture inyitand Chairman of the Shareholders Board at Arcbapital
Bank Deutschland in Germany. Prior to Goldman Salbbsserved as a Senior Executive at GE Capital for
seven years in both the United States and Europerewhis activities included real estate workoutd a
restructuring, as well as acquisitions. Prior to G&pital, Mr Bradley held senior executive posisiost
Manufacturers Hanover Trust (now part of JP Morgam) Dollar Dry Dock Bank. He has also served as a
Peace Corps volunteer and as a consultant wittighégency for International Development in Cameroon
Mr. Bradley is also Managing Partner at Sabino @&piartners LLC, an entity through which he pregideal
estate advisory services. Mr Bradley serves aseatdr of a mental health charity, Gould Farm. Biadley
holds an MA in International Affairs from the Colbia University School of International and Publitfais

and an undergraduate degree in English Literatora the University of Arizona.

Massimo Gesua' sive Salvadowas appointed as an Independent Non-ExecutivecDireof the Georgia
Capital PLC on 24 February 2018. He also serves aember of its Investment and Audit and Valuation
Committees. Dr. Gesua' sive Salvadori is a bankyaheovering banking and other financial stocksbglly.

He works for Odey Asset Management, a London basdde fund, which he joined in 2011. He is respmasi

for generating investment ideas and understandnogdotrends. Dr. Gesua' sive Salvadori worked as a
management consultant at the London office of MeKinand Co. between 2002 and 2011, specialising in
financial services and served clients across @iffegeographies in developed and emerging markgtara of

the banking strategy practice. Dr Gesua' sive $alvaa native of Venice, obtained an M.Phil. arféld from
Oxford University, where he attended St. Antonydl€gje. He graduated with a BSc in Economics from
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Warwick University. He attended the United Worldll€ge of the Adriatic in Duino. His postgraduatadies
were funded through scholarships by the ForeignGomimonwealth Office, the Economic Research council
the Fondazione Einaudi and the Ente Einaudi.

Caroline Brown was appointed as an Independent Non-Executiveclorreof Georgia Capital PLC on 24
February 2018. She also serves as a member ofibstiment and Audit and Valuation Committees. Dovi
has managed divisions of FTSE100 groups and AlMneases with international industrial and technglog
operations and has worked as a corporate finangsesido governments and corporations with Melwyihch,
UBS and HSBC. She is a Fellow of the Charteredtutstof Management Accountants and has over 2fsyea
experience sitting on the boards of listed commaraad has chaired audit committees of listed coimegdor
the past 18 years. Dr. Brown currently serves amdependent Non-Executive Director on the boarfds o
London-quoted companies Luceco PLC and IP Group. BxCBrown holds a first-class degree and PhD in
Natural Sciences from the University of Cambridgd a Masters of Business Administration from thea
Business School, University of London.

Jyrki Talvitie was appointed as an Independent Non-Executiveiref Georgia Capital PLC on 24 February
2018. He also serves as the Chairman of the Nolmm&@pmmittee and the Remuneration Committee arsd as
member of the Investment Committee of Georgia @apiLC. Mr. Talvitie has worked in the financiatlurstry

for 30 years in banks as well as on both the bu/satl side of the markets. Prior to joining theaBl) Mr.
Talvitie worked in Moscow for 14 years, his latpssition being in charge of Strategic Partnerslamdstors

at Sberbank, one of the largest banks in Russigewously top 15 in the world. He is also a Membiethe
Management Board of Magnit, a Russian publicly gdotetailer. Before Sberbank, Mr. Talvitie was a
Management Board Member at Russian Direct Invedtimend, Head of Investor Relations at VTB Bank and
established and ran the Russian operations of Ggstal, a Swedish private equity and asset manegem
company, while also managing a financials fundoi©@ moving to Russia in 2003, Mr. Talvitie workfmt
BNP Paribas in Paris, Bank of New York in Londord ailoscow as well as several Nordic banks both in
Helsinki and Moscow. Mr. Talvitie has extensive tabaxperience, having served on over 10 boardowf b
public and private companies in Georgia, Finlandsdta, Kazakhstan and Ukraine. Mr. Talvitie holds a
Executive MBA from London Business School as wsllaaMasters of Law from Helsinki University. Mr.
Talvitie also holds a Diploma in Company Directfoom the Institute of Directors in London.

Maria Chatti-Gautier was appointed as an Independent Non-ExecutiveDiref Georgia Capital PLC on 19
March 2020. She also serves as a member of itstimemt, Remuneration and Nomination Committees. Ms.
Chatti-Gautier is a Senior Investment manager antér 25 years of experience in private equity ionginent
financial institutions, and has sat on the BoarDioéctors of over 30 companies. She currentlyesas Partner

of Trail Management, an Independent Euro-Chineseater Equity investment firm, where she invests in
European midcap companies to develop them in Chu&. Chatti-Gautier started her career at Chase
Manhattan Bank in Paris before joining BAIl (Bandqu@be et Internationale d'lvestissement). Shetapest

of her career (15 years) at Natixis Private Equigfore moving to Oddo Private Equity. Her actestincluded
sourcing, analysing, managing and monitoring aelangmber of investments and exits. Through her own
consulting firm, Ms. Chatti-Gautier has also adgisarious investment and fund raising programmeésinope,
Lebanon and the MENA region, including Drake Startiers (previously known as LDA Jupiter). Ms. Ginat
Gautier currently serves as a board member and erewbthe Audit Committee of Groupe Pizzorno
Environnement, a leading French operator in theevamnagement business listed on Euronext. SHsosaa
director of Buffet Crampon Group, a major produaewind musical instruments. Ms. Chatti-Gautierdsoan
MBA with major in Finance from Ecole des Hautesd&si Commerciales-HEC, with joint MBA programmes
from London Business School and NYU Stern.

Management Board

The Management Board is an executive body thagspansible for the day-to-day management of thestss
(with the exception of those functions reservetheoGMS and the Supervisory Board) and consistiseo€CEO
and not less than two directors. The ManagementdBeaccountable to the shareholders and the Sspey
Board and its members are appointed and dismigsgeelSupervisory Board. The Supervisory Board aygs

the remuneration and other conditions of employnienteach member of the Management Board. Certain
resolutions of the Management Board are subjettterior approval of the Supervisory Board.
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The Management Board is managed by the CEO, wigethier with the Supervisory Board, allocates the
responsibilities of the Management Board amongigsnbers.

The responsibilities of the Management Board inelud

. conducting the Issuer's day-to-day activities;

. reviewing agenda items for the Issuer's GMS or Biig@y Board meetings, obtaining all the necessary
information, preparing proposals and draft resohsj

. drafting and presenting to the Supervisory Boardafgproval the business plan for the following year
(such business plan to include the budget, profitlass forecast and the Issuer's investments;plan)

. ensuring the fulfilment of resolutions passed atlfisuer's GMS and the Supervisory Board;

. developing policies, by-laws and other regulatopgudments which are approved by the Supervisory
Board and ensure compliance with such policiedalmgs and regulatory documents;

. deciding on the appointment, dismissal, trainind esmuneration of staff;

. convening extraordinary general meetings; and

. any other issues which may be assigned to the Manewgt Board by the Supervisory Board and/or the
Issuer's GMS.

The following activities may be carried out by Management Board only with the approval of the $upery
Board:

. the acquisition and disposal of shares in otherpaones if the amount of such shares exceeds 50.0%
of the total equity of such company or the valu¢hef transaction exceeds 2.5% of the Issuer'syequit
value as at the end of the previous calendar month;

. the acquisition, transfer and encumbrance of iake and related ownership rights, if such traisac
falls outside the scope of routine economic agtiat the Issuer and the value of such transaction
exceeds 2.5% of the Issuer's equity value as arttief the previous calendar month;

. the establishment and liquidation of branches;

. investments, the partial or total amount of whigbezds 2.5% of the Issuer's equity value as aride
of the previous calendar month;

. borrowing funds in excess of 2.5% of the Issuaylsitg value as at the end of the previous calendar
month;
. securing credits and loans, if they fall outside slsope of routine economic activity and are iregsc

of 2.5% of the Issuer's equity value as at theadride previous calendar month;
. launching a new type of activity or terminatingsospending the existing type of activity;

. adopting general principles of business strateglytha business plan of the Issuer and approving the
annual budget and incurrence of long-term lialeiti

. determination of the remuneration and/or additidralefits for the Issuer's senior management (CEO,
other members of the Management Board and any sémeor managers so selected by the Supervisory
Board);

. the appointment and dismissal of trade represeetti
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. the approval of an agreement or contract pursuawhich the expenditure of the Issuer (payable by
single or several tranches) exceeds 1.0% of theidssequity value as at the end of the previolehdar
month;

. the determination and approval of internal policeasl procedures for lending, investing, foreign
exchange, assets and liabilities management, asdeftion, their classification and adequate
provisioning; and

. other activities that may be prescribed by appleddows.

The Management Board currently consists of the neesnbelow:

Name Date of birth Current Position Date Appointed
Irakli Gilauri 12 May 1976 EE(:Q:&TI:n and Chief 29 December 2017
Avto Namicheishvili 2 April 1974 Deputy CEO 22 December 2017
Giorgi Alpaidze 26 June 1986 Chief Financial Office22 December 2017
Nikoloz Gamkrelidze 2 December 1979 Deputy CEO 25 February 2021

For details regarding Irakli Gilauri, see-Supervisory Boardabove.

Avto Namicheishviliis the Deputy CEO of the Issuéte also serves as a chairman of the Group's waligy,u
renewable energy and beverages businesses. Forhemas BGEO Group General Counsel. He was General
Counsel of the Bank of Georgia from 2007 to 201@ laas played a key role in all of the Group's ggaitd

debt raises on the capital markets, and over 2§enerand acquisitions. Prior to that, he was anBadt a
leading Georgian law firm. Mr. Namicheishvili hasdergraduate degrees in law and international engmo
relations from Thilisi State University and holds [aLM in international business law from Centralr&pean
University, Hungary.

Nikoloz Gamkrelidzas the Deputy CEO of the Issuer. He also serveSES of GHG, the holding company
of the Group's healthcare services, retail (phayjraicd medical insurance businesses. Previousbgihed as
deputy CEO (Finance) of BGEO Group PLC. The healthbusiness of the Group began with Mr. Gamkrelidz
who started it in 2006, and has successfully I¢ardgugh a period of significant growth. Mr. Garlidee also
served as the CEO of Aldagi, CEO of My Family Gliand Head of the Personal Risks Insurance Departme
at BCI Insurance Company. He was a consultaneda®tihmary Healthcare Development Project (a WoeddIiB
Project) and worked on the development of pharniazzdypolicy and regulation in Georgia. Mr. Gamkdeke
holds an MA in International Healthcare Managenienh the Imperial College Business School.

Giorgi Alpaidzeis the Chief Financial Officer of the Issuer. Hassformerly the CFO of BGEO Group. Mr.
Alpaidze joined BGEO as Head of the Group's Finakeeding and Investor Relations in 2016. He has
extensive international experience in banking, antiag and finance. Previously, he was a senioraganin
Ernst & Young LLP's Greater New York City's assweipractice. Mr. Alpaidze holds a BBA from the
European School of Management in Georgia. He isréif@d Public Accountant in the United States.

Remuneration and Benefits

The aggregate remuneration (including benefitdhefmembers of the Supervisory Board was approeiyat
U.S.$602,000 for the year ended 31 December 2086.amount of remuneration paid to members of the
Supervisory Board is determined by the GMS.

Loans to Management

There were no net loans issued to members of ther8sory Board outstanding as of 31 December 2020.
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Conflicts of Interest

There are no potential conflicts of interest betwaery duties of the members of the Supervisory 8tawards
the Issuer and their private interests and/or aibées.

Litigation Statement

As of the date of these Listing Particulars, no imenof the Supervisory Board or executive officerdt least
the previous five years:

. has any convictions in relation to fraudulent offes;

. has held an executive function in the form of aimemanager or a member of the administrative
management or supervisory bodies, of any comparnpeatime of or preceding any bankruptcy,
receivership or liquidation; or

. has been subject to any official public incrimioatiand/or sanction by any statutory or regulatory
authority (including any designated professionay)aor has ever been disqualified by a court from
acting as a member of the administrative, managewresupervisory bodies of a company or from
acting in the management or conduct of the affafies company.

Employees

As of 31 December 2020, 2019 and 2018, the Grodpalatal of 20,314, 21,439 and 20,000 employEes.
following table sets out the Group's employees diyfplio company as at 31 December 2020:

As at 31 December

2020 2019 2018
Private portfolio companies..............cccvveeeeviieeeciiiee e, 20,270 21,400 19,962
GHG ... 15,158 15,872 15,923
GGU .. i 2,368 2,478 2,542
AlJAGi ... e 401 416 337
Education BUSINESS .........ccoeiiiiiiiiiiit e 534 518 -
Other BUSINESSES......ccccoiiiiiiiie et 1,809 2,116 1,160
Georgia Capital holding company level .........cccccoeeeeeeeenn. 44 39 38
Total EMPIOYEES......cci i 20,314 21,439 20,000

The Group places significant emphasis on the psajeal development of its employees. The Group's
employees are offered training opportunities atcispdraining centres and various educational tagtans.
Middle and high level managers participate in wbhdgss and training sessions outside of Georgia reednal
training is conducted by instructors invited froradggian training centres.

The Issuer does not have any agreements with aplogee trade unions. Certain employees of GGU'emwat
utility business are members of a trade union hatktis a collective bargaining agreement betwegh Gnd
the trade union which was entered into on 22 JgnR@i5 with no expiration date. As at 31 March 2020
approximately 35.5% of GGU's work force was covdrgdhe collective bargaining agreement.

Pensions

Group companies participate in a mandatory pensttieme under the laws of Georgia. The relevant fisrou
company, employee and the Government each corgrdoutamount equivalent up to 2% (up to a ceilirfig) o
each respective employee's remuneration. Irakusil the Executive Director of the Group, has wdihis
pension contribution.
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SHAREHOLDERS AND RELATED PARTY TRANSACTIONS
As at the date of these Listing Particulars, tiseds is wholly owned by Georgia Capital PLC.
The following table sets forth the significant stfaslders of Georgia Capital PLC:

As at 31 December 2020
Number of % of voting

voting rights rights
EALON VANCE ....eeiiiiiiicce et e 2,852,039 5.95
M&G Investment Management Lid ...........uuii oo eeeeeiiieieiiiiiie e 2,762,288 5.77
Schroder Investment Management Lid .........ccoeeeeiiiiiiiiiiiiiieeeeeececeeiie e eees 1,894,962 3.95
RV C ettt e e oo oo oo oot b e nnnnn bbb bbb bbbt e eeaaes 1,507,329 3.15
Other shareholders ..........oooi i e 38,887,167 81.18
LI L5 TSRS O USRS 47,903,785 100.0

None of the Georgia Capital PLC's shareholders atiag rights different from any other holderssoefch
shares.

Related party transactions

Save as disclosed in Note 22 to the 2020 Auditedrkgial Statements and Note 35 of the 2019 Audited
Financial Statements, there were no related patgactions entered into by the Issuer or the Gdouing the
years ended 2020, 2019 or 2018 and there were teriataelated party transactions from the datswfh
Financial Statements or through the period to #te df these Listing Particulars.
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TERMS AND CONDITIONS OF THE NOTES

The following are the terms and conditions in thefin which they will be endorsed on the Notes:

The issue of the U.S$65,000,000 6.125% Notes d2é gfe New Note$ which expression shall include any
further notes issued pursuant to Condition BE8rther issuesand forming a single series therewith) will be
consolidated and form a single series with the $8&0,000,000 6.125% Notes due 2024 (thaginal Notes"
and the Original Notes together with the New Nateing, the Notes') issued by the Original Issuer (as defined
below) on 9 March 2018 (th®'tiginal Issue Daté') on 16 March 2021.

On 4 May 2018, Joint Stock Company Georgia Cagadup (the Substitute Issuet’) merged with Joint
Stock Company Georgia Capital as issuer of theiaigNotes (the Original Issuer"). Joint Stock Company
Georgia Capital Group assumed the rights and diigs of the Original Issuer as part of such mer@er 4
May 2018, Joint Stock Company Georgia Capital Groognged its name to Joint Stock Company Georgia
Capital, and such entity is the issuer of the @agNotes and the New Notes (thesuer"). In these Conditions,
except where expressly stated otherwise, a refertenthe Issuer includes the Original Issuer.

The issue of the Original Notes was authoriseddsplutions of the Board of Directors and the shaldsr of

the Original Issuer passed on 19 February 2018 &harch 2018 and the issue of the New Notes wdsased

by resolutions of the Management Board, the SuperyiBoard and the shareholder of the Issuer passéd
March 2021.

The New Notes are constituted by a second supplafteast deed (theSecond Supplemental Trust De€eil
dated 16 March 2021 between the Issuer and Citjddi#, London Branch (theTtustee", which expression
shall include all persons for the time being thestee or trustees under the Trust Deed) as trustb@h is
supplemental to a trust deed dated 9 March 2083"Q@higinal Trust Deed', which expression includes any
such trust deed as from time to time modified iocadance with the provisions therein containedamddeed
or other document expressed to be supplementa&tthers from time to time so modified, includingtbg First
Supplemental Trust Deed (as defined below) an&#wend Supplemental Trust Deed) and a first supgsigah
trust deed dated 17 October 2019 (thiest Supplemental Trust Deed), in each case, between the Issuer and
the Trustee (the Original Trust Deed as supplendebyethe First Supplemental Trust Deed and the 18kco
Supplemental Trust Deed and as further modifiegpkmented and/or restated from time to time, fhest
Deed).

These terms and conditions (tli&dhditions") include summaries of, and are subject to, theildel provisions
of the Trust Deed, which includes the form of thatéé.

The New Notes are the subject of an agency agreetated 9 March 2018 (th®tiginal Agency Agreement)
among the Original Issuer, the Substitute Issuner, Trustee, Citibank N.A., London Branch as theqpial
paying agent (thePrincipal Paying Agent’) and transfer agent (th&ransfer Agent”), and Citigroup Global
Markets Europe AG as registrar (theegistrar”), and any other agents named therein, which espes
include any successor principal paying agent, fearegent and/or registrar appointed from timeiteetin
connection with the Notes) as supplemented byiteedupplemental agency agreement dated 16 Ma&2h 2
among the Issuer, the Trustee, the Principal Pakment, the Transfer Agent and any other agentsedam
therein and as further modified, supplemented an@&iated from time to time (th&Upplemental Agency
Agreement’, and together with the Original Agency Agreemehg "Agency Agreement).

Copies of the Trust Deed and of the Agency Agree¢mmnavailable for inspection during usual busresurs
at the principal office of the Trustee (for the ¢ilmeing, at Citigroup Centre, Canada Square, Lo&ddgn5LB,
United Kingdom) and at the specified offices of Brencipal Paying Agent, the Transfer Agent andRegistrar.

The term Agents' means the Principal Paying Agent, the Registher Transfer Agent and any other agent or
agents appointed pursuant to the Agency Agreenramh time to time with respect to the Notes. The
Noteholders are entitled to the benefit of, arerablny, and are deemed to have notice of, all tbeigpions of
the Trust Deed and are deemed to have notice séthivisions of the Agency Agreement applicabliaéon.

All capitalised terms that are not defined in th€saditions will have the meanings given to therthm Trust
Deed, the absence of any such meaning indicatatgstich term is not applicable to the Notes.

116



FORM, SPECIFIED DENOMINATION AND TITLE

The Notes are issued in registered form, withoigrest coupons attached, and shall be serially euedb
Notes, whether sold (i) in offshore transactionseifance on Regulation S under the U.S. Secuiis

of 1933, as amended (thd.S. Securities Act), or (ii) to QIBs (as defined in the Trust Ded)yeliance

on Rule 144A under the U.S. Securities Act, williggued in the denominations of U.S.$200,000 or any
amount in excess thereof which is an integral migtof U.S.$1,000.

The Notes are represented by registered certifidd@ertificates”) and, save as provided in Condition
2(a), each Certificate shall represent the entitdihg of Notes by the same holder.

Title to the Notes shall pass by registration i tagister that the Issuer shall procure to be kgphe
Registrar outside the United Kingdom in accordanitk the provisions of the Agency Agreement (the
"Register"). Except as ordered by a court of competent gicigon or as required by law, the holder (as
defined below) of any Note shall be deemed to lgemaaly be treated as its absolute owner for all geep
whether or not it is overdue and regardless ofratice of ownership, trust or interest in it, angting

on the Certificate representing it or the theftosis of such Certificate and no person shall hediéor so
treating the holder.

In these Conditions Noteholder* and 'holder" means the person in whose name a Note is register

TRANSFERS OF NOTES

(@) Transfer: One or more Notes may be transferred in wholengrart upon the surrender (at the
specified office of the Registrar or any TransfgreAt) of the Certificate(s) representing such Notes
to be transferred, together with the form of trangindorsed on such Certificate(s) (or another form
of transfer substantially in the same form and aiming the same representations and certifications
(if any), unless otherwise agreed by the Issuety, completed and executed and any other evidence
as the Registrar or Transfer Agent may reasonaujyire. In the case of a transfer of part only of a
holding of Notes represented by one Certificategw Certificate shall be issued to the transfanee i
respect of the part transferred and a further newiifiate in respect of the balance of the holding
not transferred shall be issued to the transfénaihe case of a transfer of Notes to a personigho
already a holder of Notes, a new Certificate regmiag the enlarged holding shall only be issued
against surrender of the Certificate representitggexisting holding. All transfers of Notes and
entries on the Register will be made in accordavittethe detailed regulations concerning transfers
of Notes scheduled to the Agency Agreement (Regilations’). The Regulations may be changed
by the Issuer, with the prior written approval loétRegistrar and the Trustee. A copy of the current
Regulations will be made available by the Registvaany Noteholder upon request.

(b) Delivery of New Certificates Each new Certificate to be issued pursuant tad@iom 2(a) shall be
available for delivery within three business dafysegeipt of a duly completed form of transfer and
surrender of the existing Certificate(s). Delivarfythe new Certificate(s) shall be made at the
specified office of the Transfer Agent or of thegig&rar (as the case may be) to whom delivery or
surrender of such form of transfer or Certificdtalshave been made or, at the option of the holder
making such delivery or surrender as aforesaidaanspecified in the relevant form of transfer or
otherwise in writing, be mailed by uninsured postthee risk of the holder entitled to the new
Certificate to such address as may be so speaifiéess such holder requests otherwise and pays in
advance to the relevant Transfer Agent or the Regias the case may be) the costs of such other
method of delivery and/or such insurance as it sggacify. In this Condition 2(b), "business day"
means a day, other than a Saturday or Sunday, mhwanks are open for business in the place of
the specified office of the relevant Transfer Agenthe Registrar (as the case may be).

(c) Transfer or Exercise Free of Charge Certificates, on transfer, shall be issued argistered
without charge by or on behalf of the Issuer, tlegiRrar or any Transfer Agent, but upon payment
of any tax or other governmental charges that neayriposed in relation to it (or the giving of such
indemnity as the Registrar or the relevant Tran&fgnt may require).

(d) Closed Periods No Noteholder may require the transfer of a Notée registered (i) during the
period of 15 days ending on the due date for rediempf that Note, (ii) during the period of 15
days prior to any date on which Notes may be cditededemption by the Issuer at its option
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pursuant to Condition 6(b), (iii) after any suchtdlbas been called for redemption or (iv) durirg th
period of seven days ending on (and including) Regord Date.

STATUS

The Notes constitute (subject to Condition 4) unset obligations of the Issuer and shall at alesmank
pari passuand without any preference among themselves. 3$eet shall ensure that at all times the
claims against it under the Notes and the TrustiDaek at leagbari passuin right of payment with the
claims of all other unsecured and unsubordinateditars of the Issuer (subject to Condition 4(agve

for those claims that are preferred by mandatooyipions of applicable law.

COVENANTS

(@) Negative PledgeSo long as any Note remains outstanding (asetkiimthe Trust Deed), the Issuer
shall not directly or indirectly, create, incur suffer to exist any Security Interests, other than
Permitted Security Interests, on or over any ohgsets, now owned or hereafter acquired, securing
any Indebtedness or any Guarantee of any Indeldedusless, at the same time or prior thereto, the
Issuer's obligations under the Notes and the Test are secured equally and rateably with such
other Indebtedness or Guarantee of Indebtednesmv@ the benefit of such security or other
arrangements, as the case may be, as are satigfastdhe Trustee or are approved by an
Extraordinary Resolution (as defined in the Trused) of the Noteholders.

(b) Continuance of Business, Maintenance of Authorisains and Legal Validity:

(i) The Issuer shall, and shall procure that eatlitsoMaterial Subsidiaries shall, take all
necessary action to obtain and do or cause to he db things necessary to ensure the
continuance of its or their respective corporatietence (except as otherwise permitted by
Condition 4(c) Mergers and Consolidatiol)s and its or their respective business, and the
use of all material intellectual property relattogts or their respective business and the Issuer
shall, and shall procure that each of its MateBiabsidiaries shall, take all necessary action
to obtain and do or cause to be done all thinggssary to ensure the continuance of all
consents, licences, approvals and authorisatioressary in that regard.

(i) The Issuer shall obtain, comply with the terofsand do all that is necessary to maintain in
full force and effect all authorisations, approyéitsences and consents and make or cause to
be made all registrations, recordings and filirgguired in or by the laws and regulations of
Georgia to enable it lawfully to perform its obligans under the Notes and the Trust Deed
and ensure the legality, validity, enforceabilityaamissibility in evidence in Georgia of the
Notes and the Trust Deed.

(c) Mergers and Consolidations

() The Issuer shall not, without the prior writtennsent of the Trustee, (x) enter into any
reorganisation (whether by way of a merger, acoasslivision, separation or transformation)
or undergo any other type of corporate reconswaatr (y) in a single transaction or a series
of related transactions, directly or indirectlynsolidate or merge, or sell, convey, transfer,
lease or otherwise dispose of, all or substantiallyof the Issuer's properties or assets
(determined on a consolidated basis), unless,yrcase:

(A) immediately after the transaction referredri@x) or (y) above:

(x) the resulting or surviving person or the trangé (the Successor Entity) shall
be the Issuer or, if not the Issuer, the Succdsatity shall expressly assume by a
deed supplemental to the Trust Deed in form andtanbe satisfactory to the
Trustee, executed and delivered to the Trustethallights and obligations of the
Issuer under the Notes and the Trust Deed; and

(y) the Successor Entity (if not the Issuer) shetihin or succeed to all of the rights
and obligations of the Issuer under all of its mategovernmental permits,
licences, consents and authorisations and shatl templiance with all material
regulatory requirements in each of the jurisdicsionwhich it operates;

118



(ii)

(iii)

(iv)

(B) no Event of Default or Potential Event of Ddtealnall have occurred and be continuing
or result therefrom; and

(C) the relevant transaction referred to in (x)(¥r above shall not result in a Material
Adverse Effect.

The Issuer shall procure that no Material Sdibsy shall, without the prior written consent
of the Trustee, (x) enter into any reorganisatiwhether by way of a merger, accession,
division, separation or transformation) or undesgy other type of corporate reconstruction
or (y) in a single transaction or a series of eglatransactions, directly or indirectly,
consolidate or merge, or sell, convey, transfeasde or otherwise dispose of, all or
substantially all of the relevant Material Subsidia' properties or assets, unless, in any case:

(A) immediately after the transaction referredri@x) or (y) above:
(x) such Material Subsidiary shall be the SucceEsdity; or

(y) the Successor Entity (if not such Material Sdiasy) shall retain or succeed to all
of the rights and obligations of the relevant MaeBubsidiary under all of its
material governmental permits, licences, consemisaaithorisations and shall be
in compliance with all material regulatory requiramts in each of the jurisdictions
in which it operates;

(B) no Event of Default or Potential Event of Dédtealnall have occurred and be continuing
or result therefrom; and

(C) the relevant transaction referred to in (x)(¥r above shall not result in a Material
Adverse Effect.

Notwithstanding the foregoing, any MateriallSsidiary may consolidate with, merge with or

into or convey, transfer or lease, in one traneaabr a series of related transactions, all or
substantially all of its assets to the Issuer atlzer Subsidiary of the Issuer (which after such
transaction will be deemed to be a Material Subsydior purposes hereof).

In connection with this Condition 4(c)Mergers and Consolidatiopshe Trustee shall:

(A) be entitled to rely, without further enquiryn @ny certificate provided to it by two
directors of the Issuer (or, if applicable, the Gssor Entity) confirming that the
requirements set out in Condition 4(c)(i)(A)(y), r@lition 4(c)(i)(B), Condition
4(c)(ii)(A)(y) or Condition 4(c)(ii)(B) are satigdd and, where the Trustee so relies, it
shall suffer no liability to any Noteholder or aaother relevant person for so doing;
and/or

(B) have no obligation to determine whether anyeveht transaction referred to in
Condition 4(c)(i)(A) or Condition 4(c)(ii)(A) shallesult in a Material Adverse Effect
but shall be entitled either:

(x) to rely, without further enquiry, on any opini@f a Financial Adviser which
confirms that, in the opinion of such Financial As#r, the relevant transaction
would not result in a Material Adverse Effect andhere the Trustee so relies, it
shall suffer no liability to any Noteholder or amiyer relevant person for so doing;
or

(y) to refrain from taking any action or providirggy consent to the Issuer in the
absence of a direction from the Noteholders (by @féiyxtraordinary Resolution).

(d) Disposals

(i)

Except as otherwise permitted by these Conastiand without prejudice to the provisions of
Condition 4(c) Mergers and ConsolidatiopsCondition 4(e) Transactions with Affiliatgs
and Condition 4(g)Restricted Paymenjtsthe Issuer shall not, and shall ensure that éne
its Material Subsidiaries will, sell, convey, tréars lease or otherwise dispose of, to a Person
other than the Issuer or a Subsidiary of the Issagrthe case may be, by one or more
transactions or series of transactions (whethateelor not), the whole or any part of its
revenues or assets, unless:
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(A) each such transaction is on arm's-length tédomEair Market Value;

(B) with respect to any such transaction providiog a disposal of revenues or assets
constituting more than 20% of Total Equity, theuksshall, prior to the disposal,
provide the Trustee with a written opinion fromladependent Appraiser to the effect
that the transaction is at Fair Market Value and feom a financial point of view, to
the Issuer and/or the relevant Subsidiary, asake may be (such written opinion not
being required for any disposal concluded throughirgtial public offering on a
recognised international stock exchange); and

(C) the proceeds thereof are used either (i) toieegr invest in a business or entity with
substantially all of its operations in Georgia; Andii) declare or pay any dividend in
cash or otherwise or make any other distributiohetler by way of redemption,
acquisition or otherwise) in respect of its shaxgital; and/or (iii) directly or indirectly
voluntarily purchase, redeem or otherwise retirevi@ue any Capital Stock of the
Issuer or, prior to its scheduled maturity or scied repayment, any subordinated debt
(except for the repayment of inter-company debtdimeany Subsidiary of the Issuer
to the Issuer or to any other Subsidiary of thedsgrom time to time), in the case of
(if) and (iii) above, provided that such action Wwbotherwise comply with Condition
4(g)(Restricted Payments).

(i) This Condition 4(d) shall not apply to (A) amsansaction between the Issuer and any of its

wholly-owned Subsidiaries; (B) any sale, leasendfer or other disposal of any assets or
property (including cash and securities) constiyt Permitted Security Interest; or (C) any
transaction carried out as part of the Demerger.

(e) Transactions with Affiliates:

(i)

(ii)

The Issuer shall not, and shall ensure thaenaints Material Subsidiaries will, directly or
indirectly, conduct any business, enter into ompeto exist any transaction (including the
purchase, sale, transfer, assignment, lease, canveyor exchange of any property or the
rendering of any service) with, or for the benefjtany Affiliate (an Affiliate Transaction"),
including inter-company loans, unless the termsuch Affiliate Transaction are (taking into
account the standing and credit rating of the el¢wffiliate) no less favourable to the Issuer
or such Material Subsidiary, as the case may ls® those that could be obtained in a
comparable arm's-length transaction for Fair MaMalue with a Person that is not an
Affiliate of the Issuer or any of its Material Sudiiaries and such terms are in compliance
with all applicable laws and regulations.

With respect to an Affiliate Transaction osaries of related Affiliate Transactions involving
aggregate payments or value in excess of 2% ofl Empaity, the Issuer shall, prior to the

relevant Affiliate Transaction, deliver to the Tiers a written opinion from an Independent
Appraiser to the effect that such Affiliate Transac (or series of Affiliate Transactions) is

at Fair Market Value and is fair from a financialimt of view to the Issuer or the relevant
Material Subsidiary, as the case may be.

(i) The following items, so long as they are imnapliance with all applicable laws and

regulations, shall not be deemed to be Affiliatarigactions and therefore shall not be subject
to the provisions of (i) and (ii) above:

(A) any employment agreement entered into by a neerob the Group in the ordinary
course of business and consistent with the pastipesof such member of the Group;

(B) transactions between or among the Issuer arfsubsidiaries;

(C) payment of reasonable directors fees to Pensbiosare not otherwise Affiliates of the
Issuer;

(D) a Restricted Payment permitted to be made putsto Condition 4(g) Restricted
Payment}

(E) any non-interest bearing loans from any mermbéne Group to the Holding Company,
provided that the aggregate amount outstanding rualflesuch non-interest bearing
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(f)

(9)

loans shall not, at any time, exceed the greatdy.8{$20,000,000 or 2.0% of Total
Equity; and

(F) any transaction carried out as part of the Dgere

Payment of Taxes and Other Claims The Issuer shall, and shall ensure that its Nter
Subsidiaries will, pay or discharge or cause tpdnod or discharged, before the same shall become
overdue, all Tax, assessments and governmentaehbavied or imposed upon or upon the income,
profits or property of the Issuer and/or its MaeBubsidiaries, provided that neither the Isswer n
any Material Subsidiary shall be required to pagischarge or cause to be paid or discharged any
such Tax, assessment, charge or claim (a) the amapyplicability or validity of which is being
contested in good faith by appropriate proceedargs for which adequate reserves in accordance
with IFRS or other appropriate provision has beaaenor (b) the amount of which, together with
all such other unpaid or undischarged Tax, assegspoharges and claims, does not in the aggregate
exceed the greater of U.S.$3,000,000 or 0.2% of ttal Equity.

Restricted Payments The Issuer shall not, (a) declare or pay anydéind in cash or otherwise or
make any other distribution (whether by way of reg&on, acquisition or otherwise) in respect of
its share capital, other than dividends or distidns payable to the Issuer or any of its Subsiear
(and, if a Subsidiary is not a wholly-owned Sulesigliof the Issuer, to the other holders of its shar
capital on goro rata basis); or (b) directly or indirectly voluntaripurchase, redeem or otherwise
retire for value any Capital Stock of the Issuer mmior to its scheduled maturity or scheduled
repayment, any subordinated debt (except for thaymaent of inter-company debt owed by any
Subsidiary of the Issuer to the Issuer or to ahgoSubsidiary of the Issuer from time to time)y(an
such action in (a) or (b) being, Réstricted Payment), if:

(i) atthe time of such payment an Event of DefaulPotential Event of Default has occurred
and is continuing or would result therefrom;
(ii)
(A) up to and including the financial year in whithe Change in Accounting
Treatment occurs, such Restricted Payment, wheregaipd with all other
Restricted Payments previously made on or afteanuary 2017 (including,
for the avoidance of doubt, any payment made after 1 January 2017, but
prior to the Original Issue Date, which, if madeayrafter the Original Issue
Date, would have been a Restricted Payment) antludirg the Share
Buyback, exceeds 60% of the sum of the consolidagegrofit of the Issuer
and gains from sales of interests in existing sili@ses, each determined by
reference to the most recent Group Financial In&diom and (calculated in
accordance with IFRS) aggregated on a cumulatiggs@during the period
beginning on 1 January 2017 and ending on thediagtof the immediately
preceding annual or semi-annual financial periadyied, however, that the
Issuer may make Restricted Payments, without lioitaas to the amount
thereof, if it maintains cash and Temporary Invesita in an amount at least
equal to the sum of U.S.$100,000,000 plus (witlduglication) the Interest
Coverage Amount but only if immediately after makisuch Restricted
Payment Net Debt is no greater than 45% of Totaltg

(B) for the financial year following the financigear in which the Change in
Accounting Treatment occurs, such Restricted Paymdren aggregated with
all other Restricted Payments previously made oaftar 1 January 2017
(including, for the avoidance of doubt, any paymeate on or after 1 January
2017, but prior to the Original Issue Date, whidhmade on or after the
Original Issue Date, would have been a Restrictgahfent) and excluding the
Share Buyback, exceeds the sum of:

() 60% of the sum of the consolidated net prdfithe Issuer and
gains from sales of interests in existing subsie&reach
determined by reference to the most recent Gronpr€ial
Information and (calculated in accordance with IFRS
aggregated on a cumulative basis during the pérmggihning

121



on 1 January 2017 and ending on the last day ofy&ae
preceding the year in which the Change in Accogntin
Treatment occurred;

(D)) 50% of the net profit of the Issuer for th@dncial year in
which the Change in Accounting Treatment occuraexd

(1  50% of net profit of the Issuer for the seamnual period
following the year in which the Change in Accougtin
Treatment occurred,

provided, however, that the Issuer may make Réstri®ayments, without
limitation as to the amount thereof, if it maintiash and Temporary
Investments in an amount at least equal to the aubh S.$100,000,000 plus
(without duplication) the Interest Coverage Amadout only if immediately after

making such Restricted Payment Net Debt is no gretian 45% of Total

Equity; and

©) for all financial periods beginning after thedeof the financial year following
the financial year in which the Change in Accougitireatment occurs, such
Restricted Payment, when aggregated with all ofRestricted Payments
previously made on or after 1 January 2017 (inclgdior the avoidance of
doubt, any payment made on or after 1 January it frior to the Original
Issue Date, which, if made on or after the Origlaalie Date, would have been
a Restricted Payment) and excluding the Share Rikylexceeds the sum of:

() 60% of the sum of the consolidated net prdfithe Issuer and
gains from sales of interests in existing subsieé&reach
determined by reference to the most recent Groonpr€ial
Information and (calculated in accordance with IFRS
aggregated on a cumulative basis during the pé&rmgghning
on 1 January 2017 and ending on the last day ofy&ae
preceding the year in which the Change in Accogntin
Treatment occurred;

(D) 50% of the net profit of the Issuer for th@dncial year in
which the Change in Accounting Treatment occuraexd

(1) 50% of the average net profit of the Issuer the last four
semi-annual periods (where the most recent pesi@semi-
annual period) or two annual periods (where thet merent
period is an annual period) periods, determineddbgrence
to the Group Financial Information and (calculated
accordance with IFRS) aggregated on a cumulativ@sba
during the period beginning after the end of tinaricial year
in which the Change in Accounting Treatment occamsl
ending on the last day of the immediately precedimgual or
semi-annual financial period,

provided, however, that the Issuer may make Réstri®ayments, without
limitation as to the amount thereof, if it mainticash and Temporary
Investments in an amount at least equal to the aubh S.$100,000,000 plus
(without duplication) the Interest Coverage Amadout only if immediately after

making such Restricted Payment Net Debt is no gretian 45% of Total

Equity; or

(ii) such Restricted Payment would cause or rasudt breach of one or more of the covenants
contained in Condition 4(nF{nancial Covenanijsor otherwise result in a Material Adverse
Effect,

save that the payment of Permitted Share Plan Batitms (as defined below) shall not be
considered to be a Restricted Payment for the gespof this Condition 4(g).
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"Permitted Share Plan Contributions' means payment of contributions to acquire sh&wes
satisfy existing and future awards under employeares plans to members of the Group's
management and employees (including members didbhed of directors and employees of the
Group's ultimate parent company after the Demergerthe amount of up to greater of
U.S.$20,000,000 or 2% of Total Equity in any givelendar year (theMaximum Permitted
Annual Share Plan Contribution™) plus, to the extent that the Issuer makes dmmtions below
the Maximum Permitted Annual Share Plan Contribuiio any year from 1 January 2018 (a
"Shortfall Amount"), the aggregate amount of all such Shortfall Amtsyif any) on a cumulative
basis. For the avoidance of doubt, the Issuer siotbe permitted to apply the Shortfall Amount
in respect of any year more than once.

(h) No Limitations on Dividends from Material Subsidiaries:

(i)

0)

()  The Issuer shall procure and ensure that ndits Material Subsidiaries (for the avoidance
of doubt, for the purposes of this Condition 4k (Limitations on Dividends from Material
Subsidiarie} only, as defined in paragraph (b) of the defamtthereof) shall create, assume
or otherwise permit to subsist or become effectimg encumbrance or restriction on the
ability of such Subsidiaries to:

(A) pay any dividends or make any other paymendistribution on or in respect of its
shares; or

(B) make payments in respect of any Indebtednessdoww the Issuer or any other
Subsidiary.

(i) The provisions of this Condition 4(h)Né Limitations on Dividends from Material
Subsidiarie} will not prohibit:

(A) solely with respect to Condition 4(h)(i)(A), wsuch encumbrance or restriction, which
is limited to the payment of dividends or other ipayts or distributions in any period
in an amount up to 50% of the relevant Material stdibry's net profit determined by
reference to the most recent Group Financial In&tron for such period; or

(B) any such encumbrance or restriction with respean entity that becomes a Material
Subsidiary after the Original Issue Date pursuardrt agreement, which was entered
into prior to the date on which such Subsidiarydmees a Material Subsidiary (to the
extent such encumbrance or restriction was nanguiice in anticipation of such entity
becoming a Material Subsidiary) and which remameffect on such date;

(C) any such encumbrance or restriction that ia essult of applicable law or regulation;
or

(D) any such encumbrance or restriction thatrsaaly in existence as at the Original Issue
Date.

Limitation on Indebtedness

(i) The Issuer shall not create, incur, assume tberaise become liable in respect of any
Indebtedness, unless, after giving effect to theurrence of such Indebtedness and the
application of the proceeds thereof:

(A) Net Debt is no greater than 45% of Total Equand
(B) no Event of Default or Potential Event of Ddfamould occur or be continuing.

(i) This Condition 4(i) shall not restrict the mecence of any Indebtedness pursuant to, or as a
result of, any Repo transaction, provided thatsugh Indebtedness shall not exceed 5% of
Total Equity.

Financial Information:

(i) The Issuer hereby undertakes that it will dedito the Trustee, within 120 days after the end
of each of its financial years, copies of the Issugudited consolidated financial statements
for such financial year, prepared in accordanceh WwiRS consistently applied with
corresponding financial statements for the pre@egderiod and together with the audit report
of the Auditors thereon.
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(k)

()

(m)

(n)

(0)

(P)

(i) The Issuer hereby undertakes that it will defito the Trustee within 90 days after the end of
the second quarter of each of its financial yeaopies of the Issuer's unaudited consolidated
financial statements for the six month period teaded, prepared in accordance with IFRS
consistently applied with corresponding financitesments for the preceding period and
together with the review report of the Auditorsrdmn (if any).

(i) The Issuer hereby undertakes that it willidef to the Trustee, at the same time as it dediver
any financial information required under paragraf@hsnd (ii) above, and at such other times
upon request by the Trustee, a Net Debt Covenantpiance Certificate upon which the
Trustee may rely without inquiry and shall sufferliability for so doing.

(iv) The Issuer hereby undertakes that it will dedito the Trustee, upon request and without
delay, such additional information regarding tmaficial position or the business of the Issuer,
any of its Subsidiaries and/or the Group as thesfErimay request.

Maintenance of Property. The Issuer will, and shall procure that its MeteBubsidiaries will,
cause all property used in the conduct of its eirtbusiness to be maintained and kept in good
condition, repair and working order and suppliethvaill necessary equipment and shall cause to be
made all necessary repairs, renewals, replacen@tterments and improvements thereof, all as, in
the judgement of the Issuer or any such Materidlsiiiary, may be reasonably necessary so that
the business carried on in connection therewith beagroperly conducted at all times.

Maintenance of Insurance The Issuer shall, and shall procure that its KMalt&ubsidiaries shall,
keep those of their properties which are of anraisie nature insured with insurers, believed by the
Issuer or such Material Subsidiary to be of go@ehding, against loss or damage to the extent that
property of similar character is usually so insupgdorporations in the same jurisdictions simjfarl
situated and owning like properties in the samisgligtion.

Compliance with Applicable Laws The Issuer shall, and shall procure that eacitsd¥iaterial
Subsidiaries shall, at all times comply, in all en&tl respects, with all provisions of applicalales,
including directives of governmental authoritiesl aagulations.

Financial and Regulatory Covenants

(i) The Issuer shall, and shall procure that eacteMal Subsidiary shall (except as otherwise
specifically provided or agreed by the Trusteg)llaimes comply with any and all prudential
norms or other regulations applicable to it undééevant industry regulations and standards,
except to the extent that failure to comply cowtlre reasonably expected to have a Material
Adverse Effect.

(i) The Issuer shall, at all times, maintain arcamt in cash and Temporary Investments at least
equal to the Interest Coverage Amount.

Change of BusinessThe Issuer shall not, and shall procure that mbekal Subsidiary shall, make
any material change to the general nature of trenbss of the Issuer, the relevant Material
Subsidiary or the Group, as the case may be, fnatcarried on at the Original Issue Date.

Role of the Trustee:Notwithstanding anything to the contrary contaiimethese Conditions:

(i) atnotime shall the Trustee have any obligatdetermine whether any relevant transaction,
event, breach, disposal or payment would resulbricould be reasonably expected to cause
or to have caused, a Material Adverse Effect andll &imes, the Trustee shall be entitled:

(A) to rely, without further enquiry, on any opini@f a Financial Adviser which confirms
that, in the opinion of such Financial Adviser, tieéevant transaction, event, breach,
disposal or payment would result in, or could lesomably expected to cause or have
caused, a Material Adverse Effect and, where thest€e so relies, it shall suffer no
liability to any Noteholder or any other relevaetgon for so doing; and/or

(B) torefrain from taking any action or providiagy consent to the Issuer in relation to any
relevant transaction, event, breach, disposal gmpat under this Condition 4 in the
absence of a direction from the Noteholders (by wfagxtraordinary Resolution);

(i) the Trustee may call for and shall be at lipeo accept as sufficient evidence of any fact or
matter or the expediency of any transaction orglaircertificate signed by any two directors
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of the Issuer and the Trustee shall not be bourghynsuch case to call for further evidence
or be responsible for any losses or liabilities thay be occasioned by it or any other person
acting on such certificate;

(i) the Trustee shall be entitled to rely, withdurther enquiry, on any written opinion from the
Auditors or from an Independent Appraiser delivetethe Trustee and, where the Trustee
so relies, it shall suffer no liability to any Nbwder or any other relevant person for so doing
and

(iv) atno time shall the Trustee have any oblmato review any information provided to it under
Condition 4(j) Einancial Information or to perform any calculations in relation touiigs
provided in such financial statements or to monitdrether the Issuer or any of its
Subsidiaries has complied or is complying with phevisions of this Condition 4 and, in the
absence of express written notice to the contighgll be entitled to assume that the Issuer
and each of its relevant Subsidiaries has comphetlll with its obligations under this
Condition 4 Covenants

INTEREST

Each Note bears interest at the rate of 6.1pB#@nnunpayable semi-annually in arrear on 9 March and
9 September in each year (each latetest Payment Daté), commencing on the Original Issue Date (in
the case of the Original Notes) and 9 March 22Espect of the New Notes. Each Note will cease t
bear interest from the due date for redemptionasnlepon surrender of the Certificate represerstiraip
Note, payment of principal is improperly withheldrefused. In such event it shall continue to earest

at such rate (both before and after judgment) witiChever is the earlier of (a) the day on whittlsams
due in respect of such Note up to that day araweddy or on behalf of the relevant holder, andtkie
day seven days after the Trustee or the Princigging Agent has notified Noteholders of receiptubf
sums due in respect of all the Notes up to thagrsévday (except to the extent that there is failorthe
subsequent payment to the relevant holders undeet@onditions).

If interest is required to be calculated for a peiof less than a complete Interest Period (aseételow),
the relevant day—count fraction will be determinedhe basis of a 360-day year consisting of 12thwon
of 30 days each and, in the case of an incompletglmthe number of days elapsed.

In these Conditions, the period beginning on amiugting the Original Issue Date and ending on but
excluding the first Interest Payment Date and esagattessive period beginning on and including an
Interest Payment Date and ending on but excludieghext succeeding Interest Payment Date is called
an 'Interest Period".

REDEMPTION AND PURCHASE

(@) Final Redemption Unless previously redeemed, or purchased andettadcthe Notes will be
redeemed at their principal amount on the Matubigite. The Notes may not be redeemed at the
option of the Issuer other than in accordance tith Condition.

(b) Redemption for Taxation and Other ReasonsThe Notes may be redeemed at the option of the
Issuer in whole, but not in part, at any time, onng not less than 30 nor more than 60 days' eotic
to the Trustee and the Noteholders (which noticdl &te irrevocable), at their principal amount,
(together with interest accrued to the date fb@d&demption), if (i) the Issuer satisfies the Siae
immediately prior to the giving of such notice tlitahas or will become obliged to pay additional
amounts as provided or referred to in Conditiors & aesult of any change in, or amendment to, the
laws or regulations of Georgia or any political division or any authority thereof or therein having
power to tax, or any change in the applicationféicial interpretation of such laws or regulations,
which change or amendment becomes effective orfter the Original Issue Date, and (ii) such
obligation cannot be avoided by the Issuer takeaponable measures available to it, provided that
no such notice of redemption shall be given eattian 90 days prior to the earliest date on which
the Issuer would be obliged to pay such additiamabunts were a payment in respect of the Notes
then due. Prior to the publication of any noticeeddemption pursuant to this Condition 6(b), the
Issuer shall deliver to the Trustee a certificagmead by two members of the Issuer's Management
Board stating that the obligation referred to ihgbove cannot be avoided by the Issuer taking
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(d)

(e)

reasonable measures available to it and the Trgstak be entitled to accept such certificate as
sufficient evidence of the satisfaction of the atind precedent set out in (ii) above, in which mve
it shall be conclusive and binding on the Notehade

Optional Redemption at Make Whole At any time prior to the Maturity Date, the Issueay, at
its option, on giving not less than 25 nor morentlb@ days' irrevocable notice (th€all Option
Notice") to the Trustee and the Noteholders redeem tiiedNia whole but not in part, at the price
which shall be the following:

(i) the aggregate principal amount of the outstagdNotesplus

(i) interest and any additional amounts or otheoants that may be due thereon (if any) accrued
but unpaid to but excluding the date on which thé option is to be settled (theCall
Settlement Daté); plus

(ii) the Make Whole Premium.
The Call Option Notice shall specify the Call Satient Date.

Purchase The Issuer and its Subsidiaries (as definedenTitust Deed) may at any time purchase
Notes in the open market or otherwise at any pfite Notes so purchased, while held by or on
behalf of the Issuer or any such Subsidiary, statllentitle the holder to vote at any meetingshef t
Noteholders and shall not be deemed to be outstgridr the purposes of calculating quorums at
meetings of the Noteholders or whether any requttedshold for Noteholder directions or
instructions has been met for the purposes of Giondi2(a) Meetings of Noteholdeysr Condition

13 (Enforcemernjtor the relevant provisions of the Trust Deed.

Cancellation: All Certificates representing Notes purchaseabgn behalf of the Issuer (provided
the aggregate principal amount of such Notes idasst than U.S.$1,000,000) may be surrendered
for cancellation to the Registrar and, upon sureerttiereof, all such Notes shall be cancelled
forthwith. Any Certificates so surrendered for caliation may not be reissued or resold and the
obligations of the Issuer in respect of any sucteblshall be discharged.

PAYMENTS

(@)

(b)

()

Method of Payment

(i) Payments of principal shall be made (subjectuender of the relevant Certificates at the
specified office of any Transfer Agent or of thegig#rar if no further payment falls to be
made in respect of the Notes represented by sudifi€des) in the manner provided in
paragraph (ii) below.

(i) Interest on each Note shall be paid to thespershown on the Register at the close of business
on the Business Day before the due date for payther¢of (the Record Daté’). Payments
of interest and principal on each Note shall beeradtransfer to an account maintained by
the payee with a bank.

(iii) If the amount of principal being paid uponreender of the relevant Certificate is less than th
outstanding principal amount of such Certificalbe, Registrar will annotate the Register with
the amount of principal so paid and will (if so wegted by the Issuer or a Noteholder) issue
a new Certificate with a principal amount equahi® remaining unpaid outstanding principal
amount. If the amount of interest being paid is l#®n the amount then due, the Registrar
will annotate the Register with the amount of iagrso paid.

Payments subject to Fiscal LawsAll payments are subject in all cases to anyiagple fiscal or
other laws, regulations and directives in the plaiceayment. No commission or expenses shall be
charged to the Noteholders in respect of such paigne

Appointment of Agents The Principal Paying Agent, the Registrar, ane Transfer Agents
initially appointed by the Issuer and their respecspecified offices are listed below. The Priadip
Paying Agent, the Registrar, and the Transfer Agent solely as agents of the Issuer and do not
assume any obligation or relationship of agencyrust for or with any Noteholder. The Issuer
reserves the right at any time with the approvahefTrustee to vary or terminate the appointment
of the Agent, the Registrar, or any Transfer Agert to appoint additional or other Agents, provided
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that the Issuer shall at all times maintain (iymd&pal Paying Agent, (ii) a Registrar, (iii) admnsfer
Agent and (iv) such other agents as may be reqbiedhy other stock exchange on which the Notes
may be listed, in each case, as approved by thetdau

Notice of any such change or any change of anyifsgeoffice shall promptly be given to the
Noteholders.

(d) Delay in Payment Noteholders will not be entitled to any interestother payment for any delay
after the due date in receiving the amount due Npta if the due date is not a Business Day, if the
Noteholder is late in surrendering or cannot suteernts Certificate (if required to do so).

(e) Non-Business Daydlf any date for payment in respect of any Notedsa Business Day, the holder
shall not be entitled to payment until the nextdeing Business Day nor to any interest or other
sum in respect of such postponed payment.

TAXATION

All payments of principal and interest by or on &lélof the Issuer in respect of the Notes shaliraele
free and clear of, and without withholding or delurtfor, any taxes, duties, assessments or govertah
charges of whatever nature imposed, levied, cetbowithheld or assessed by or within Georgia gr an
authority therein or thereof having power to taxess such withholding or deduction is requiredduy.

In that event the Issuer shall pay such additiamabunts as will result in receipt by the Notehatdef
such amounts as would have been received by thdmdauch withholding or deduction been required,
except that no such additional amounts shall balpiayin respect of any Note presented for payment:

(&) Other connection by or on behalf of a holder who is liable to suakes, duties, assessments or
governmental charges in respect of such Note soreaf his having some connection with Georgia
other than the mere holding of the Note; or

(b) Exemption: by or on behalf of a holder who is able to aveitth taxes, duties, assessments or
governmental charges in respect of such Note lisfgiaig any statutory requirements or by making
a declaration of non-residence or other claim kangption to the relevant tax authority; or

(c) Surrender more than 30 days after the Relevant Datenore than 30 days after the Relevant Date
except to the extent that the holder of it wouldéhbeen entitled to such additional amounts on
surrendering the Certificate representing such Nmtgpayment on the last day of such period of
30 days.

Payments will be subject in all cases to (i) asgdl or other laws and regulations applicable there
the place of payment, but without prejudice togghavisions of this Condition 8 and (ii) any withdoig
or deduction required pursuant to an agreementidesicin Section 1471(b) of the U.S. Internal Rexen
Code of 1986 (theCode") or otherwise imposed pursuant to Sections 14vdugh 1474 of the Code,
any regulations or agreements thereunder, anyiaffiterpretations thereof, or (without prejudicethe
provisions of this Condition 8) any law implemeigtian intergovernmental approach thereto.

In these Conditions Relevant Daté' in respect of any Note means the date on whigimeat in respect

of it first becomes due or (if any amount of therep payable is improperly withheld or refused) daée

on which payment in full of the amount outstandimgnade or (if earlier) the date seven days aftat t
on which notice is duly given to the Noteholdert tflupon further surrender of the Certificate reprging
such Note being made in accordance with the Camditisuch payment will be made, provided that
payment is in fact made upon such surrender; apdedarence to principal or interest shall be dedioe
include any premium which may be payable by thedssinder Condition 6.

EVENTS OF DEFAULT

If any of the following events Events of Default) occurs and is continuing, the Trustee at itsréigson
may, and if so requested by holders of at leastgoaeter in principal amount of the Notes then
outstanding or if so directed by an Extraordinaps®ution shall (provided that the Trustee shalleha
been indemnified and/or pre-funded and/or securdtstsatisfaction), give written notice to theuss
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that the Notes are, and they shall immediately imeca@ue and payable at 100% of their principal amou
together (if applicable) with accrued interest:

(&) Non-Payment the Issuer fails to pay the principal of, anyenaist or any other sum due on any of
the Notes or due pursuant to the Trust Deed wheradd such failure to pay is not remedied within
five days of the due date for payment; or

(b) Breach of Other Obligations the Issuer does not perform or comply with ang on more of its
other obligations (other than those in Conditioa)P{n the Notes or the Trust Deed which default is
incapable of remedy or, in the opinion of the Teestf it is capable of remedy, it is not remedied
within 30 days after notice of such default shaldabeen given to the Issuer by the Trustee; or

(c) Cross-Default (i) any other present or future Indebtednessiefissuer or any Material Subsidiary
for or in respect of moneys borrowed or raised brexn(or becomes capable of being declared) due
and payable prior to its stated maturity by reasfoany event of default (howsoever described), or
(i) any such Indebtedness is not paid when dueasrthe case may be, within any originally
applicable grace period, or (iii) the Issuer or atgterial Subsidiary fails to pay when due any
amount payable by it under any present or futurar@utee for, or in respect of, any Indebtedness;
provided thatthe aggregate amount of the relevant Indebtedmes&uarantees in respect of which
one or more of the events mentioned above in thisd@ion 9(c) have occurred equals or exceeds
U.S.$25,000,000 or its equivalent in any other ency; or

(d) Insolvency.

(i) the occurrence of any of the following evenf8) the Issuer or any Material Subsidiary
seeking, consenting or acquiescing in the intradacof proceedings for its liquidation or
bankruptcy or the appointment to it of a liquidat@mmmission, temporary administration or
a similar officer; (B) the presentation or filing & petition in respect of the Issuer or any
Material Subsidiary in any court or arbitration dor or before any Agency alleging its
bankruptcy, insolvency, dissolution or liquidation adoption of any resolution by any
Agency in respect of any of the foregoing, excapthe case of any presentation or filing of
a petition, where such presentation or filing i} i(itiated by any Person which is not a
member of the Group or a Holding Company of any tmemof the Group; and (y) discharged
or dismissed within 60 days from the date of pregem or filing; (C) the institution of
supervision, temporary administration, external aggament, liquidation, rehabilitation or
bankruptcy management to the Issuer or any Mat8udsidiary; (D) the convening of a
meeting of creditors of the Issuer or any MateBabsidiary for the purposes of considering
an amicable settlement; or (E) any extra-judig¢galidation or analogous act in respect of the
Issuer or any Material Subsidiary by any Agencygriof Georgia; or

(i) the Issuer or any Material Subsidiary: (A)l$aor is unable to pay its debts generally as they
become due; or (B) consents by answer or otherteisee commencement against it of an
involuntary case in bankruptcy or to the appointtr@ra custodian of it or of a substantial
part of its property; or (C) an Agency or courtcofmpetent jurisdiction declares the Issuer to
be insolvent or bankrupt or enters an order faetr@r a decree in an involuntary case in
bankruptcy or for the appointment of a custodiamespect of the Issuer or any Material
Subsidiary or any part of their respective propesty

(i) the shareholders of the Issuer approve aay pbr the liquidation or dissolution of the Issuer
or

(e) Unsatisfied Judgments, Governmental or Court Actios: the aggregate amount of unsatisfied
judgments, decrees or orders of courts or otheroppiate law enforcement bodies for the payment
of money against the Issuer or any Material Suasjdéxceeds U.S.$25,000,000 or the equivalent
thereof in any other currency or currencies, orsugh unsatisfied judgment, decree or order results
in (a) the management of the Issuer or any Mat&ugdsidiary being wholly or partially displaced
or the authority of the Issuer or any Material Sdibsy in the conduct of its business being wholly
or partially curtailed or (b) all or a majority tfie issued shares of the Issuer or any Material
Subsidiary or the whole or any part (the book valuehich is 20% or more of the Total Equity) of
the revenues or assets of the Issuer or such Mbe&ibsidiary, as the case may be, which are being
seized, nationalised, expropriated or compulsaguired; or

128



10.

11.

() Analogous Events any event occurs which under the laws of anyveeie jurisdiction has an
analogous effect to any of the events referreah t6ondition 9(d) Ihsolvency or Condition 9(e)
(Unsatisfied Judgments, Governmental or Court Asjioor

(g) Execution and Distress any execution or distress is levied against, roreacumbrancer takes
possession of or sells, the whole or any mateaetl@f, the property, undertaking, revenues ortasse
of the Issuer or any Material Subsidiary; or

(h) Authorisation and Consents any action, condition or thing (including the aipiing or effecting of
any necessary consent, decree, approval, authonsakemption, filing, licence, order, recording,
registration or other authority) at any time reqdito be taken, fulfilled or done in order (i) twaéle
the Issuer lawfully to enter into, exercise its engl rights and perform and comply with its payien
obligations under the Notes and the Trust Deedhtigations under Condition £0venantsand
its other material obligations under the Notes,Tthest Deed or the Agency Agreement, (ii) to ensure
that those obligations are legally binding and esgable and (iii) to make the Notes, the Trust Deed
and the Agency Agreement admissible in evidendkarcourts of England is not taken, fulfilled or
done; or

() Validity and lllegality : the validity of the Notes, the Trust Deed or thgency Agreement is
contested by the Issuer or the Issuer denies any obligations under the Notes, the Trust Deed or
the Agency Agreement or it is, or will become, wvfla for the Issuer to perform or comply with
any one or more of its obligations under any ofNla¢es, the Trust Deed or the Agency Agreement
or any of such obligations becomes unenforceabteases to be legal, valid and binding.

The Issuer has undertaken in the Trust Deed thall promptly upon becoming aware of the samerinfo
the Trustee of the occurrence of any Event of Oetawevent or circumstance that would, with themg
of notice, lapse of time and/or issue of a cediii; become an Event of Default fgotential Event of
Default").

The Issuer has also undertaken in the Trust Deddttbhall, within 14 days of its annual auditewhcial
statements being made available to its memberkjnnii4d days of each Interest Payment Date and also
within 14 days of any request by the Trustee, deritle Trustee a certificate of the Issuer signedriy
two of its directors confirming that, having madereasonable enquiries, to the best of the knogéed
information and belief of the Issuer as at a dgie ‘Certification Date") not more than five days before
the date of the certificate, no Event of DefaultRmtential Event of Default has occurred since the
Certification Date of the last such certificatgibnone) the date of the Trust Deed or, if sucteaent has
occurred, giving details of it and that, during ffe¥iod from and including the Certification Dafetloe

last such certificate or (if none) the date of Tnest Deed, the Issuer has complied with all itsgalhions
contained in these Conditions and the Trust Deedluding Condition 4Covenantsor (if such is not the
case) specifying the respects in which it has ootgdied.

The Trustee shall be entitled to rely conclusivahon such certificates and shall not be liablerip a
person by reason thereof.

PRESCRIPTION

Claims against the Issuer for payment in respetii@Notes shall be prescribed and become voigsinle
made within 10 years (in the case of principaljiee years (in the case of interest) from the appete
Relevant Date in respect of them.

REPLACEMENT OF CERTIFICATES

If any Certificate is lost, stolen, mutilated, defd or destroyed, it may be replaced, subject plicgble
laws, regulations or other relevant regulatory atity regulations, at the specified office of thedistrar

or such other Transfer Agent as may from timeneetbe designated by the Issuer for that purpose and
notice of whose designation is given to Noteholdergach case on payment by the claimant of teg fe
and costs incurred in connection therewith and wrhderms as to evidence, security, indemnity and
otherwise as the Issuer may require (provided ttatrequirement is reasonable in light of prevagilin
market practice). Mutilated or defaced Certificatesst be surrendered before replacements willduedcs
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12. MEETINGS OF NOTEHOLDERS, MODIFICATION, WAIVER AND S UBSTITUTION

(@)

(b)

()

Meetings of Noteholders The Trust Deed contains provisions for convenmgetings of
Noteholders to consider matters affecting theenests, including the sanctioning by Extraordinary
Resolution of a modification or abrogation of arfiyteese Conditions or any provisions of the Trust
Deed. Such a meeting may be convened by Noteholddding not less than 10% in principal
amount of the Notes for the time being outstandasydefined in the Trust Deed). The quorum for
any meeting convened to consider an Extraordinasokition will be two or more persons holding
or representing more than half of the aggregatecipal amount of the Notes for the time being
outstanding, or at any adjourned meeting two orenpmrsons being or representing Noteholders
whatever the principal amount of the Notes heldepresented, unless the business of such meeting
includes, inter alia, consideration of the follogiproposals: (i) to change any date fixed for payme
of principal or interest in respect of the Notag; to reduce the amount of principal or interest
payable on any date in respect of the Notes;tdiglter the method of calculating the amount gf an
payment in respect of the Notes (except where alieration is, in the opinion of the Trustee, bound
to result in an increase) or the date for any gaghment; (iv) to change the amount of principal and
interest payable in respect of the Notes; (v) tawBan the exchange or substitution for the Nofes o
or the conversion of the Notes into, shares, bandgher obligations or securities of the Issuer or
any other entity; (vi) to change the currency ofrpants under the Notes; (vii) to change the quorum
requirements relating to Noteholders' meetingsher hajority required to pass an Extraordinary
Resolution; (viii) to alter the governing law ofetlConditions or the Trust Deed; or, (ix) without
prejudice to the rights under Condition 12(Mo(ification of the Trust Deed and Waiydrelow,
change the definition of "Events of Default" undieese Conditions, in which case the necessary
quorum will be two or more persons holding or repreging not less than two-thirds, or at any
adjourned meeting not less than one-third, in gredcamount of the Notes for the time being
outstanding. Any Extraordinary Resolution duly makshall be binding on Noteholders (whether or
not they were present at the meeting at which sesblution was passed).

The Trust Deed provides that a resolution in wgitigned by or on behalf of the holders of not less

than three-quarters in principal amount of the Natatstanding will for all purposes be as valid and

effective as an Extraordinary Resolution passednag¢eting of Noteholders duly convened and held.
Such a resolution in writing may be contained ie alocument or several documents in the same
form, each signed by or on behalf of one or morteNalders.

Modification of the Trust Deed, Waiver and Determiration: The Trustee may agree with the
Issuer, without the consent of the Noteholdergi) tany modification of any of these Conditions or
any of the provisions of the Trust Deed or the AryeAgreement, that is of a formal, minor or
technical nature or is made to correct a manifasireand (ii) any other modification (except as
mentioned in the Trust Deed), and any waiver oh@igation of any breach or proposed breach, of
any of these Conditions or any of the provisionthefTrust Deed or the Agency Agreement, or may
determine, without any such consent as aforesaad,any Event of Default or Potential Event of
Default shall not be treated as such provided thatny such case, it is, in the opinion of theslee,

not materially prejudicial to the interests of tdeteholders. Any such modification, authorisation,
waiver or determination shall be binding on the éhaiders and, if the Trustee so requires, such
modification, authorization, waiver or determinatishall be notified to the Noteholders as soon as
practicable.

Substitution: The Trust Deed contains provisions permitting Thestee to agree with the Issuer,
subject to the conditions provided for in the TrDsied (including that the Trustee is satisfied that
the interests of the Noteholders will not be matbriprejudiced by the substitution) and to such
amendment of the Trust Deed and such other conditis the Trustee may require, but without the
consent of the Noteholders, to the substitutiommf Subsidiary of the Issuer or its successor in
business in place of the Issuer, or of any prevealsstituted company, as principal debtor under the
Trust Deed and the Notes. In the case of such stisutton the Trustee may agree with the Issuer,
without the consent of the Noteholders, to a charigke law governing the Notes and/or the Trust
Deed provided that such change would not in thaeiopiof the Trustee be materially prejudicial to
the interests of the Noteholders. Under the Triesd) the Trustee may agree or require the Issuer
to use all reasonable endeavours to procure theititon as principal debtor under the Trust Deed
and the Notes of a company incorporated in somer gtlrisdiction in the event of the Issuer
becoming subject to any form of tax on its incom@ayments in respect of the Notes, and provided

130



13.

14.

15.

that such substitution shall not at the time ofssiition result in a downgrading of any rating
assigned to the Notes.

(d) Entitlement of the Trustee In connection with the exercise of its trustswpos, authorities,
discretions and other functions (including but ioited to those referred to in this Condition) the
Trustee shall have regard to the general intedfstise Noteholders as a class and shall not have
regard to the consequences of such exercise fimidod| Noteholders (whatever their number) and,
in particular but without limitation, the Trustdeadl not have regard to the consequences of arty suc
exercise for individual Noteholders (whatever theimber) resulting from their being for any
purpose domiciled or resident in, or otherwise embted with, or subject to the jurisdiction of, any
particular territory or any political sub-divisidinereof and the Trustee shall not be entitleddaire,
nor shall any Noteholder be entitled to claim, frdm Issuer any indemnification or payment in
respect of any tax consequence of any such exeng@eindividual Noteholders except to the extent
already provided for in Condition & &xatior).

ENFORCEMENT

The Trustee may, at any time, at its discretionwiticlout further notice, institute such proceedings/or
other steps or action (including lodging an apjreahy proceedings) against the Issuer as it ma ff

to enforce the terms of the Trust Deed and the $\diet it need not take any such proceedings and/or
other steps or action unless (a) it shall have beeatirected by an Extraordinary Resolution orespested

in writing by Noteholders holding at least one-daain principal amount of the Notes outstandinud a
(b) it shall have been indemnified and/or pre-fuhded/or secured to its satisfaction. No Notehohay
proceed directly against the Issuer unless thetdeusaving become bound so to proceed, fails t®odo
within a reasonable time and such failure is camtig. The Trustee may refrain from taking any actio
any jurisdiction if the taking of such action imathjurisdiction would, in its opinion based upogdé
advice in the relevant jurisdiction, be contraryatty law of that jurisdiction. Furthermore, the Jtee
may also refrain from taking such action if it woubtherwise render it liable to any person in that
jurisdiction or if, in its opinion based upon suebal advice, it would not have the power to dortevant
thing in that jurisdiction by virtue of any appllda law in that jurisdiction or if it is determindxy any
court or other competent authority in that jurisidic that it does not have such power.

INDEMNIFICATION OF THE TRUSTEE

The Trust Deed contains provisions for the indeioaifon of the Trustee and for it to be paid itstso
and expenses in priority to the claims of the Noteéérs and for its relief from responsibility amablility
towards the Issuer and Noteholders, includiver alia (i) provisions relieving it from taking action uske
indemnified and/or secured and/or prefunded tsatssfaction and (ii) provisions limiting or excind
its liability in certain circumstances. The Trusgdd also contains provisions pursuant to whicfTtbstee
is entitled,inter alia, (i) to enter into business transactions withlseier or any of its Subsidiaries and to
act as trustee for the holders of any other seéesiigsued or guaranteed by, or relating to, thedisand/or
any of its Subsidiaries, (ii) to exercise and eoéats rights, comply with its obligations and erf its
duties under or in relation to any such transastion as the case may be, any such trusteeshipuwith
regard to the interests of, or consequences ferNibteholders, and (iii) to retain and not be katd
account for any profit made or any other amouriiesrefit received thereby or in connection therewith

The Trustee may rely without liability to Notehold®n a report, confirmation or certificate or aulyice

of any auditors, independent appraiser, accounténgicial advisers, financial institution or aather
expert, whether or not addressed to it and whettear liability in relation thereto is limited (hits terms

or by any engagement letter relating thereto edtant by the Trustee or in any other manner) by
reference to a monetary cap, methodology or otlserviiihe Trustee may accept and shall be entitled to
rely on any such report, confirmation or certife@ar advice and such report, confirmation or deeté

or advice shall be binding on the Issuer, the Beisind the Noteholders.

NOTICES

Notices to the holders of Notes shall be mailethtan at their respective addresses in the Regisigr
deemed to have been given on the fourth weekdandlzeday other than a Saturday or a Sunday) after
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16.

17.

the date of mailing. Any such notice shall be dedteehave been given on the date of such publicatio
or, if published more than once, on the first datevhich publication is made.

CONTRACTS (RIGHTS OF THIRD PARTIES) ACT 1999

No person shall have any right to enforce any termmondition of the Notes under the Contracts (Bigh
of Third Parties) Act 1999.

DEFINITIONS
Expressions used in these Conditions shall havéotloeving meanings:

"Affiliate " of any specified Person means (a) any other Remdioectly or indirectly, controlling or
controlled by or under direct or indirect commomtrol with such specified Person or (b) any othensBn
who is a director or officer of such specified Persof any Subsidiary of such specified Persorf any
other Person described in (a);

"Agency' means any agency, authority, central bank, depart, committee, government, legislature,
minister, ministry, official or public or statutorgerson (whether autonomous or not) of, or of the
government of, any state or supra-national body;

"Associaté of any specified Person (th&rst Person") means any other Person (tls=tond Persof)
of which the first Person owns directly or indilgdbetween 20 and 50% of the capital, Voting Stock
other right of ownership;

"Banking Busines$ means JSC Bank of Georgia and JSC BG Financial,

"Business Day means any day (other than a Saturday or Sundeyhach commercial banks and foreign
exchange markets settle payments and are operf@ra business (including in foreign exchange and
foreign currency deposits) in New York City, Londand Thilisi and, in the case of presentation or
surrender of a Certificate, in the place of thecepe office of the Registrar or relevant Agerd,vwwhom

the relevant Certificate is presented or surrerdjere

"Capital Stock' means, with respect to any Person, any and atfleshinterests, participations, rights to
purchase, warrants, options or other interestsemature of any equity interest (or any equivatératny

of the foregoing (however designated)) of, in oretfation to the share capital, equity and/or comp®
stock of a Person, in each of the foregoing cagethver now outstanding or hereafter issued;

"Change in Accounting Treatment means the Group's adoption of the exception ffwerconsolidation
guidelines contained in IFRS 10 "Consolidated FamnStatements” for a parent entity that meets the
definition of an "investment entity" notified to klers in accordance with Condition 1Ndticeg. For
purposes of these Conditions, the Change in Acaayiitreatment shall be deemed to have occurred on
31 December 2019;

“Demerger’ means the series of transactions whereby, amanigst steps:

(@) the Issuer lent US$50,000,000 to JSC BGEO Gowuprm's length terms and JSC BGEO Group
repaid the loan to the Issuer in accordance wihéhms of the loan;

(b) the Substitute Issuer was inserted above theetsas the new holding company of the Issuer;
(c) the Issuer was merged into the Substitute tssue

(d) Bank of Georgia Group PLC was inserted aboveEBG5Group as the new holding company of
BGEO Group pursuant to a court approved schemeaahgement;

(e) the Substitute Issuer was transferred to Bdr®emrgia Group PLC and Bank of Georgia Group
PLC transferred the Substitute Issuer to Georgaita@lePLC;

() Bank of Georgia Group PLC issued 19.9% oflmsrt issued share capital to the Substitute Issuer i
exchange for the transfer by the Issuer of 19.9%@Banking Business to Bank of Georgia Group
PLC; and

() Georgia Capital PLC shares were admitted toQffecial List and trading on the London Stock
Exchange,
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and any transactions incidental thereto;

"Fair Market Value" of a transaction means the value that would beioed in an arm's-length
commercial transaction between an informed andngileller (under no undue pressure or compulsion
to sell) and an informed and willing buyer (underundue pressure or compulsion to buy). A report of
the Auditors of the Fair Market Value of a trangacimay be relied upon by the Trustee without ferrth
enquiry or evidence and, if relied upon by the Teasshall be conclusive and binding on the Notdrst

"Financial Adviser" means an independent credit or financial servicgtiution of international repute
and appropriate expertise appointed by the Issnérapproved by the Trustee. The Trustee shall be
entitled to approve (and shall suffer no liabilfir so approving) such credit or financial services
institution if it has received a certificate frohetissuer (signed by two directors of the Issuet)rsy that,

in the Issuer's opinion (having made reasonablaigas), such credit or financial services instaat(a)

has the necessary expertise to perform the rdtnaincial Advisor, (b) is of international reputeda(c)

is independent;

"Group" means the Issuer and its Subsidiaries, from torteme, taken as a whole;
"Group Financial Information " means:

(&) the combined historical financial informatidrtloe investment business of BGEO Group PLC as of
and for the years ended 31 December 2015, 2018GIntprepared in accordance with IFRS except
for the application of certain conventions set iouthe Annexure to SIR 2000 as it applies to the
preparation of combined financial information aegarted on by EY; and

(b) from 1 January 2018, the consolidated finarsttements of the Group prepared in accordante wit
IFRS as at the end of the most recent IFRS FismaddP

"Guarante€' means, in relation to any Indebtedness of angdPerany obligation of another Person to
pay such Indebtedness including (without limitafion

(&) any obligation to purchase such Indebtedness;

(b) any obligation to lend money, to purchase tasstibe shares or other securities or to purchesss
or services in order to provide funds for the payht such Indebtedness;

(c) anyindemnity against the consequences ofautteh the payment of such Indebtedness; and
(d) any other agreement to be responsible for sud#btedness;

"Holding Company" means any Person who (a) directly or indirectipteols the affairs and policies of
the Issuer or (b) owns directly or indirectly mdnan 50% of the capital, Voting Stock or other tigh
ownership of the Issuer anddntrol”, as used in this definition, means the powerirteatlthe management
and the policies of the Issuer, whether througlotlieership of share capital, by contract or othseyi

"IFRS" means International Financial Reporting Standéaisnerly International Accounting Standards),
issued by the International Accounting StandardarBq'1ASB") and interpretations issued by the
International Financial Reporting Interpretationsn@nittee of the IASB (as amended, supplemented or
re-issued from time to time);

"IFRS Fiscal Period' means any fiscal period for which the Issuer ddaterial Subsidiary, as the case
may be, has produced Group Financial Informatidmickvhave either been audited or reviewed (or for
the year ended 31 December 2017 only, reportebyth)e Auditors;

"Indebtednes$ means, with respect to any Person at any dadetef mination (without duplication):
(@) all indebtedness of such Person for borrowedayio
(b) all obligations of such Person evidenced bydspdebentures, notes or other similar instruments;

(c) all obligations of such Person in respect tikls of credit or other similar instruments (irdilg
reimbursement obligations with respect theretadJuekng any letters of credit, guarantees, or other
similar instruments issued in the ordinary courfsiésansurance business;

(d) all obligations of such Person to pay the defétrand unpaid purchase price of property, assets o
services;

(e) all capitalised lease obligations of such P&rso
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() allindebtedness of other Persons secured byrig Interests granted by such Person on anyt asse
(the value of which, for these purposes, shalldiergnined by reference to the balance sheet value
of such asset in respect of the latest annualdinhstatements (calculated in accordance with [FRS
of the Person granting the Security Interest) ahsBerson, whether or not such indebtedness is
assumed by such Person;

(g) all indebtedness of other Persons guaranteeddemnified by such Person, to the extent such
indebtedness is guaranteed or indemnified by seckoR;

(h) any amount raised pursuant to any issue oft@lapiock which is expressed to be redeemable;
() any amount raised by acceptance under any tanoep credit facility;

() to the extent not otherwise included in theefgwing, net obligations under any currency or gger
rate hedging agreements; and

(k) any amount raised under any other transactioriuding, without limitation, any forward sale or
purchase agreement) having the economic or comat@féect of a borrowing,

and the amount of indebtedness of any Person adaryshall be the outstanding balance at suchoflate
all unconditional obligations, as described abawel with respect to contingent obligations, as rilesd
above, the maximum liability which would arise ugbe occurrence of the contingency giving risento t
obligation;

"Independent Appraiser' means an investment banking firm or third pantpest in the matter to be
determined of international standing selected kylsbuer and approved by the Trustee, providedhieat
Issuer has confirmed to the Trustee in writing thath firm or third party appraiser is not an Adtfie of
the Issuer;

"Interest Coverage Amount means, as at any date, the amount of interest@g@nd due and payable
on the Notes on the next Interest Payment Date;

"Listed Associaté means an Associate the shares of which are, e and of the most recent IFRS
Fiscal Period, listed and/or admitted to tradingaorcognised international stock exchange or (#xoe
purposes of Condition 4(i)(i)) the Georgian Stociclkange;

"Listed Subsidiary" means a Subsidiary the shares of which are, Heeatnd of the most recent IFRS
Fiscal Period, listed and/or admitted to tradingaorcognised international stock exchange or (#xoe
purposes of Condition 4(i)(i)) the Georgian Stociclkange;

"Make Whole Premium' means, with respect to a Note at any time, treeex of (a) the outstanding
aggregate principal amount of the Notes at the Satillement Date, plus any required interest pagsnen
that would otherwise be due to be paid on suchd\fioven the Call Settlement Date through to the Mbtu
Date calculated using a discount rate equal td'teasury Rate at the Call Settlement Date plusasisb
points, over (b) the outstanding aggregate prihcpaount of the Notes at the Call Settlement Date,
provided that if the value of the Make Whole Premiat any time would otherwise be less than zeem) th
in such circumstances, the value of the Make Prenuiill be equal to zero;

"Material Adverse Effect’ means a material adverse change in, or matetiadrae effect on, (a) the
business, properties, condition (financial or othee), results of operations or prospects of thads or
the Group, (b) the Issuer's ability to performaldigations under the Notes or the Trust Deed pthe
validity or enforceability of Notes or the Trust &k

"Material Subsidiary" means, other than any Listed Subsidiary, any @igyy of the Issuer:

(&) the Issuer's investments in which determineddigrence to the most recent Group Financial
Information comprise more than 20% of Total Equdy;

(b) to which are transferred substantially allteé aissets and undertakings of a Subsidiary ofsthest
which immediately prior to such transfer was a Maté&ubsidiary (with effect from the date of such
transaction);

other than, for purposes of Condition 4 only (ipastive of the revenues or assets of such Subgidiar
respectively, as a percentage of consolidated tegear total consolidated assets of the Group)nbut
otherwise, any Listed Subsidiary (other than, Far purposes of Condition 4(i)(i), a Subsidiaryeor
admitted to trading on the Georgian Stock Exchange)
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"Maturity Date " means 9 March 2024;

"NBG" means the National Bank of Georgia;

"Net Debt' means the resulting amount calculated (withoylidation) as follows:
(&) amounts owed to credit institutiomdys

(b) debt securities issudéss

(c) cash and cash equivalerless

(d) amounts due from credit institutiohsss

(e) debt investment securities to the extent casnpyiTemporary Investments,

in each case, of the Issuer on a stand-alone theigismined by reference to the Issuer's most réeemip
Financial Information;

"Net Debt Covenant Compliance Certificaté means (i) a certificate of the Issuer, signedtivg
directors of the Issuer, in form and substancefsatiory to the Trustee, setting out the Issualsutation

of the amounts of Total Equity and Net Debt and ribguired ratio, and showing, in each case, the
component parts thereof, accompanied by an indem¢rdsurance report (in the event the certifisate
prepared with reference to audited financial infation) or an agreed upon procedures report (ievieat

the certificate is prepared with reference to uitaddinancial information) signed by the Issuartslitors
confirming the Issuer's calculations and its coanuie with paragraph (i) of Condition 4@irhitation on
Indebtedness,

"Original Issue Daté means 9 March 2018;
"Permitted Security Interests' means:
(&) Security Interests in existence on the Clofatg;

(b) Security Interests granted by any Subsidiafauour of the Issuer or any wholly-owned Subsigiar
of the Issuer;

(c) Security Interests securing Indebtedness adradn existing at the time that such Person is eaerg
into or consolidated with the Issuer or a Subsydiair the Issuer or becomes a Subsidiary of the
Issuer, provided that such Security Interests é)eanot created in contemplation of such merger or
consolidation or event; and (ii) do not extendrg assets or property of the Issuer or any Subrgidia
of the Issuer (other than those of the Person eedjaind its Subsidiaries (if any));

(d) Security Interests already existing on assefsaperty acquired or to be acquired by the Issuer
Subsidiary of the Issuer, provided that such Secimierests were not created in contemplation of
such acquisition and do not extend to any othestass property (other than the proceeds of such
acquired assets or property);

(e) Security Interests granted upon or with regarany property hereafter acquired by any member of
the Group to secure the purchase price of suctepsopr to secure Indebtedness incurred solely for
the purpose of financing the acquisition of suabpgrty and transactional expenses related to such
acquisition (other than a Security Interest createdontemplation of such acquisition), provided
that the maximum amount of Indebtedness thereafteured by such Security Interest does not
exceed the purchase price of such property (inetutliansactional expenses) or the Indebtedness
incurred solely for the purpose of financing thegusition of such property;

(N Security Interests upon, or with respect tg; present or future assets or revenues or anytpadof
which is created pursuant to any Repo transaction;

(g) Security Interests arising pursuant to any ement (or other applicable terms and conditionsgiwh
is standard or customary in the relevant marketirgj to the establishment of margin deposits and
similar arrangements in connection with interegt end foreign currency hedging operations;

(h) any Security Interests arising by operatiote®f and in the ordinary course of business inclgdin
tax and other non-consensual Security Interests; an

(i) any Security Interests not otherwise permitbgdthe preceding paragraphs (a) to (j), inclusive,
provided that the aggregate principal amount oftldebtedness secured by such Security Interests
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does not at any time exceed the greater of U.S,800M00 or 2% of Total Equity, determined by
reference to the most recent Group Financial Iné&tion;

"Persori’ means any individual, company, corporation, fipartnership, joint venture, association, trust,
institution, organisation, state or Agency or arfieo entity, whether or not having separate legal
personality;

"Potential Event of Default means an event or circumstance which could, #ithgiving of notice,
lapse of time, issue of a certificate and/or faigint of any other requirement provided for in Ctindi9,
become an Event of Default;

"Repd' means a securities repurchase or resale agreemeaverse repurchase or resale agreement, a
securities lending or rental agreement or any ageeé relating to securities which is similar ineeff to

any of the foregoing and for the purposes of tefnition, the term "securities" means any Cafstalck,
share, debenture or other debt or equity instrunwerderivative thereof, whether issued by any jouii
private company, any government or Agency or imstnutality thereof or any supranational, internaion

or multinational organisation;

"Restricted Payment has the meaning given to it in Condition 4(g);

"Security Interest' means any mortgage, pledge, encumbrance, lieargehor other security interest
(including, without limitation, anything analogous any of the foregoing under the laws of any
jurisdiction);

"Share Buyback means the buyback and cancellation of shareseofsisuer's ultimate parent company
following the Demerger in an amount of up to U.8.$80,000 pursuant to its capital return policy;

"Subsidiary" means, in relation to any Person (tfiest Person") at a given time, any other Person (the
"second Persof) (a) whose affairs and policies the first Persaectly or indirectly controls or (b) of
which the first Person owns directly or indireathpre than 50% of the capital, Voting Stock or oftigint

of ownership andControl”, as used in this definition, means the poweriteatl the management and the
policies of the second Person, whether througlotireership of share capital, by contract or othegwis
"Controlled" being construed accordingly;

"Temporary Investments' means any of the following:

(&) any investment in direct obligations of a memtfethe European Union, the United States or any
agency thereof or obligations guaranteed by a mewfthe European Union or the United States
or any agency thereof;

(b) any investment in demand and time deposit adsoicertificates of deposit and money market
deposits with a maturity of one year or less frbm date of acquisition thereof issued by a bank or
trust company which is organised under the laws wember of the European Union or the United
States or any state thereof and outstanding digat fA" (or such similar equivalent rating) or hagh
by at least one internationally recognised ratipgrey;

(c) any investment in repurchase obligations witteran of not more than 30 days for underlying
securities of the types described in paragraplafmye entered into with a bank meeting the
gualifications described in paragraph (b) above;

(d) any investment in commercial paper issued bygraoration (other than an Affiliate of the Issuer)
organised and in existence under the laws of a raewifithe European Union or the United States
with a rating at the time as at which any investntkarein is made of "P1" / "A1" (or such similar
equivalent rating or higher) by at least one irdéionally recognised rating agency;

(e) any investment in securities issued or fullprgunteed by any state, commonwealth or territory of
member of the European Union or the United Statedy)y any political subdivision or taxing
authority thereof, and rated at least "A" (or sanhilar equivalent rating) or higher by at leaseon
internationally recognised rating agency;

(H any investment in demand and time deposit agtyucertificates of deposit and money market
deposits with a maturity of one year or less frdra tlate of acquisition thereof issued by any
Georgian bank having a rating from at least twerimationally recognised rating agencies that is at
least equivalent to that of B1 (Moody's) or B+ (®lard & Poor's);

136



18.

19.

(g) any investment in internationally issued andcpt securities issued by or guaranteed by the
government of Georgia or the NBG up to a limit 08l$50,000,000 at any time; and

(h) any investment in money market funds that ingedstantially all their assets in securitieshef t
types described in paragraphs (a) through (g) above

"Total Equity" means (A) at all relevant times and for all acdmg periods following the Change in
Accounting Treatment total assets less total ligdsl as presented in the Issuer's financial statésn
prepared in accordance with International Finan&aporting Standards (IFRS) as issued by the
International Accounting Standards Board (IASB)] §R) prior to the Change in Accounting Treatment,
the shareholders' equity of the Issuer, determimgdeference to the most recent Group Financial
Information, less the shareholders' equity of dasted Subsidiary and Listed Associate determingd b
reference to the consolidated or standalone (asabe may be) balance sheet of such Listed Subsidia
and Listed Associate prepared in accordance wiSIfo the extent attributable to the Issuer, phas t
higher of (a) the market capitalisation of eachédsSubsidiary and Listed Associate as publishethen
website of the relevant stock exchange on whiclstiaees of such Listed Subsidiary and Listed Asgeci
are listed and/or admitted to trading to the exggtrtbutable to the Issuer, or (b) the sharehsld=guity

of each Listed Subsidiary attributable to the Issrecarrying value of each Listed Associate, ascidise
may be, determined by reference to the consolidatestandalone (as the case may be) balance sheet o
such Listed Subsidiary and Listed Associate prepameaccordance with IFRS, in each case (for all
relevant purposes of this definition of Total Eglias at the end of the most recent IFRS Fiscab&er

"Treasury Rate" means the yield to maturity at the time of conapioin of United States Treasury
securities with a constant maturity most nearlya¢dga the period from the Call Settlement Dateh® t
Maturity Date. The Issuer will obtain such yieldm@aturity from information compiled and published i
the most recent Federal Reserve Statistical Reldae (519) which has become publicly available at
least two Business Days (but not more than fiveifiss Days) prior to the Call Settlement Date ifor,
such Statistical Release is not so published oitedoke, any publicly available source of similar ket
data selected by the Issuer in good faith)); predjchowever, that if the period from the Call Settbnt
Date to the Maturity Date is not equal to the cansmaturity of a United States Treasury secuoty f
which a weekly average yield is given, the TreasRate shall be obtained by linear interpolation
(calculated to the nearest one-twelfth of a yeamnfthe weekly average yields of United States Suea
securities for which such yields are given, exdbpt if the period from the Call Settlement Datdte
Maturity Date is less than one year, the weeklyaye yield on actually traded United States Treasur
securities adjusted to a constant maturity of arae ghall be used; and

"Voting Stock' means, in relation to any Person, Capital Statkled (without regard to the occurrence
of any contingency) to vote in the election of diogs, managers or trustees thereof.

FURTHER ISSUES

The Issuer may from time to time without the consdnhe Noteholders create and issue further gezsur
having the same terms and conditions of the Notedl respects (or in all respects except the igsice,
issue date and/or first payment of interest on s@clrities) and so that such further issue isalmlaed

and forms a single series with the Notes or upah siher terms as the Issuer may determine atnttee t

of their issue. References in these conditions@d\otes include (unless the context requires wibej

any other securities issued pursuant to this Ciamdand forming a single series with the Notes. Any
further securities forming a single series with tiletes constituted by the Trust Deed or any deed
supplemental to it shall, and any other securinay (with the consent of the Trustee), be consiitity

a deed supplemental to the Trust Deed.

GOVERNING LAW AND JURISDICTION

(@) Governing Law: The Trust Deed and the Notes and any non-congéobligations arising out of
or in connection with them are governed by, andl ieeconstrued in accordance with, English law.

(b) Arbitration : Any dispute which may arise out of or in connactvith the Trust Deed or the Notes
(including any claim, dispute or difference as ijatlfe existence of the Notes, (ii) termination or
validity of the Trust Deed or the Notes, (iii) angn-contractual obligations arising out of or in
connection with the Trust Deed or the Notes, (M tonsequences of the nullity of the Trust Deed
or the Notes, or (v) this Condition 19(b)) (eactiDéspute”) shall be finally settled by arbitration
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(d)

under the Arbitration Rules of the London Courtlafernational Arbitration (thelCIA ") (the
"Rules’) as at present in force and as modified by tliadition 19(b), which Rules shall be deemed
incorporated into this Condition 19(b). The numberbitrators shall be three. Each party shall
appoint one arbitrator in the Request for Arbitator the Response, as the case may be. The third
arbitrator, who shall act as Chairman, shall beinated by the two party-nominated arbitrators. If
such nomination is not made within 30 days of thedf nomination of the later of the two party-
nominated arbitrators to be nominated or eithetypails to nominate an arbitrator in the Request
for Arbitration or Response, as applicable, theshsuomination shall be chosen by the LCIA court.
The seat of arbitration shall be London, England e language of arbitration shall be English.
The arbitrators shall have power to award on aipmval basis any relief that they would have
power to grant on a final award. Sections 45 andf@Be Arbitration Act 1996 shall not apply.

Waiver of immunity : To the extent that the Issuer or any of its &skat (on the date of issue of
the Notes), or thereafter may acquire, any righnbonunity from set-off, legal proceedings,
attachment prior to judgement, other attachmenexacution of judgement on the grounds of
sovereignty or otherwise, the Issuer hereby irralsbcwaives any such right to immunity and any
similar defence, and irrevocably consents to thwngi of any relief or the issue of any process,
including, without limitation, the making, enforcent or execution against any property whatsoever
of any order, award or judgment made or given imneetion with any proceedings.

Agent for Service of ProcessThe Issuer irrevocably appoints Georgia Capital Pat 84 Brook
Street, London W1K 5EH, United Kingdom as its agarEngland to receive service of process in
any proceedings in England. If for any reason agdnt shall cease to be such agent for service of
process, the Issuer shall appoint a new agentefice of process in England and deliver to the
Trustee a copy of the new agent's acceptance phppointment within 30 days.
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OVERVIEW OF PROVISIONS RELATING TO THE NOTES IN GLO BAL FORM

INITIAL ISSUE OF CERTIFICATES

The New Regulation S Notes shall be representeddgymanent New Regulation S Global Certificate,
in fully registered form without interest coupordeposited with a common depositary for, and
registered in the name of a nominee of, EurocledrG@earstream, Luxembourg.

The New Rule 144A Notes shall be represented srangnent New Rule 144A Global Certificate, in
fully registered form without interest coupons, dgped with Citibank N.A. as custodian for, and
registered in the name of Cede & Co. as homineBDE.

Upon the registration of the New Regulation S Gldbertificate in the name of any nominee for
Euroclear and Clearstream, Luxembourg and delieéthe New Regulation S Global Certificate to
the common depositary, Euroclear or Clearstreameinibourg will credit each subscriber with a
nominal amount of New Notes equal to the nominabam thereof for which it has subscribed and
paid as represented by the New Regulation S Globelficate.

Upon the registration of the New Rule 144A Globatt@icate in the name of Cede & Co. as nominee
of DTC and delivery of the New Rule 144A Global tferate to the custodian for DTC, DTC will
credit each subscriber with a nominal amount of Ndates equal to the nominal amount thereof for
which it has subscribed and paid as representéldebew Rule 144A Global Certificate.

RELATIONSHIP OF ACCOUNTHOLDERS WITH CLEARING SYSTEM S

Each of the persons shown in the records of DT@dtear or Clearstream, Luxembourg as the holder
of a New Note represented by a New Global Certdicaust look solely to DTC, Euroclear or
Clearstream, Luxembourg (as the case may be) $ahaire of each payment made by the Issuer to the
holder of the New Global Certificate and in relatim all other rights arising under the New Global
Certificate, subject to and in accordance withréspective rules and procedures of DTC, Euroclear o
Clearstream, Luxembourg (as the case may be). garslons shall have no claim directly against the
Issuer in respect of payments due on the New Noteso long as the New Notes are represented by
the New Global Certificate and such obligationgla# Issuer will be discharged by payment to the
holder of the New Global Certificate in respeceath amount so paid.

EXCHANGE FOR DEFINITIVE CERTIFICATES

The following will apply in respect of transfers [dew Notes held in DTC, Euroclear or Clearstream,
Luxembourg. These provisions will not prevent theding of interests in the New Notes within a
clearing system whilst they are held on behalfughsclearing system, but will limit the circumstaac

in which the New Notes may be withdrawn from thlevant clearing system.

Transfers of the holding of New Notes represenietthe New Global Certificate pursuant to Condition
2(b) Delivery of New Certificatgsnay only be made in part:

(0 if the New Global Certificate is held by or on blhaf DTC, Euroclear or Clearstream,
Luxembourg and such clearing system notifies thedsthat it is no longer willing or able to
discharge properly its responsibilities as depogitath respect to such New Global Certificate
or ceases to be a "clearing agency" registeredruhddexchange Act or if at any time it is no
longer eligible to act as such, and the Issuen&ble to locate a qualified successor within 90
days of receiving notice or becoming aware of gnehgibility on the part of DTC; or

(i) if the Issuer would suffer a material disadvantegeespect of the New Notes as a result of a
change in the laws or regulations (taxation or wtfge) of any jurisdiction referred to in
Condition 8 Taxatior) which would not be suffered were the New Noteddfinitive form and
a note to such effect signed by two members ofshiger's Management Board is delivered to
the Trustee, by the Issuer giving notice to the iftey or any Transfer Agent and the
Noteholders, of its intention to exchange the Ndab@l Certificate for Definitive Certificates
on or after the Exchange Date specified in theceoti

139



4.1

4.2

4.3

"Exchange Daté means a day falling not later than 90 days é&ftat on which the notice requiring
exchange is given and on which banks are openuginbss in the city in which the specified offide o
the Registrar or the relevant Transfer Agent isted.

AMENDMENT TO CONDITIONS

The New Global Certificate contains provisions taply to the New Notes that it represents, some of
which modify the effect of the Terms and Conditiarfsthe New Notes set out in these Listing
Particulars. The following is an overview of centaf those provisions:

Payments

All payments in respect of New Notes represented biew Global Certificate will be made to, or to
the order of, the person whose name is enteredeoRegister at the close of business on the Chparin
System Business Day immediately prior to the dat@ayment, where Clearing System Business Day
means Monday to Friday inclusive except 25 Decerabdrl January.

Meetings

For the purposes of any meeting of Noteholdershtider of the New Notes represented by the New
Global Certificates shall (unless the New Globaitifieate represents only one New Note) be treated
as two persons for the purposes of any quorum requeints of a meeting of Noteholders and as being
entitled to one vote in respect of each integralency unit of the currency of the New Notes.

Trustee's Powers

In considering the interests of Noteholders whike New Global Certificates are held on behalf of, o
registered in the name of any nominee for, a algasystem, the Trustee may have regard to any
information provided to it by such clearing systemits operator as to the identity (either indivatly

or by category) of its accountholders with entitégrts to the New Global Certificate and may consider
such interests as if such accountholders were dldefs of the New Notes represented by the New
Global Certificate.

TRUSTEE'S POWERS

Subject as provided in the Trust Deed, each penganis for the time being shown in the records of
DTC and/or Euroclear and/or Clearstream, Luxembasrgntitled to a particular principal amount of
the New Notes represented by the New Global Ceatdéis (in which regard any certificate or other
document issued by DTC, Euroclear or Clearstreamginbourg as to the principal amount of such
New Notes standing to the account of any persolh Iséa@onclusive and binding for all purposes save
in the case of manifest error) shall be deemecetthe holder of such principal amount of such New
Notes for all purposes other than with respectayynpents of principal and interest on the New Notes
for which purpose the registered holder of this N&abal Certificate shall be deemed to be the holde
of such principal amount of the New Notes in acaom#® with and subject to the terms of this New
Global Certificate and the Trust Deed.

For so long as all of the New Notes are represdnydtie New Global Certificate and the New Global
Certificate is held on behalf of Euroclear and/dedatstream, Luxembourg or DTC, notices to
Noteholders may be given by delivery of the relévaatice to Euroclear and/or Clearstream,
Luxembourg or DTC (as the case may be) for comnatioic to the relative accountholders provided
that all requirements of any relevant stock excleamaye been complied with. Any such notice shall be
deemed to have been given to the Noteholders oseitend day after the day on which such notice is
delivered to Euroclear and/or Clearstream, Luxermipou DTC (as the case may be) as aforesaid.

Whilst any New Notes held by a Noteholder are regmeed by the New Global Certificate, notices to
be given by such Noteholder may be given by sucteiNdder to the Principal Paying Agent through
Euroclear and/or Clearstream, Luxembourg or DTCthascase may be, in such a manner as the
Principal Paying Agent and Euroclear and/or Cleaash, Luxembourg or DTC, as the case may be,
may approve for this purpose.
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TAXATION

The following is a general description of certairaterial United States Federal, EU, and Georgian tax
considerations relating to the Notes. It does natpprt to be a complete analysis of all tax consatiens
relating to the Notes, whether in the United Statke United Kingdom, the EU and Georgia or elsewhe
Prospective purchasers of the Notes should cottseilt own tax advisers as to which countries' &axd could

be relevant to acquiring, holding and disposinghaf Notes and receiving payments of interest, ppai@nd/or
other amounts under the Notes and the consequehnsesh actions under the tax laws of those coeatit his
overview is based upon the law in effect on the dathesé.isting Particulars and is subject to any change in
law that may take effect after such date. The méition and analysis contained within this sectioa lanited

to taxation issues, and prospective investors shoat apply any information or analysis set ouleto other
areas, including (but not limited to) the legaldf/transactions involving the Notes.

Certain Material United States Federal Income Taofisiderations

The following is a general overview of certain U&leral income tax consequences arising fromdqeisition,
ownership and disposition of the Notes by a U.Sdeto(as defined below). This overview deals onithw
initial purchasers of the Notes at the "issue prtee first price at which a substantial amountref Notes are
sold for money, excluding sales to underwriteraceiment agents or wholesalers) in the initial oftethat are
U.S. Holders and that will hold the Notes as capitsets. The discussion does not cover all aspétisS.
federal income taxation that may be relevant taheractual tax effect that any of the matters rilesd herein
will have on, the acquisition, ownership or dispiosi of the Notes by particular investors (incluglin
consequences under the alternative minimum tax)daes not address state, local, non-U.S. or téxdaws.
This overview also does not discuss all of thectansiderations that may be relevant to certainsygbévestors
subject to special treatment under the U.S. fedacaime tax laws (such as financial institutiomsurance
companies, regulated investment companies, reatleestvestment trusts, individual retirement ac¢swand
other tax-deferred accounts, tax-exempt organisgtidealers in securities or currencies, inveshartswill hold
the Notes as part of straddles, hedging transate@mversion transactions or other integratedstretions for
U.S. federal income tax purposes, persons thatdeased to be U.S. citizens or lawful permanemtieess of
the United States, investors holding the Notesoimection with a trade or business conducted caitsfidhe
United States, U.S. citizens or lawful permanesidents living abroad, investors whose functionaiency is
not the U.S. Dollar, U.S. Holders who are requi@thclude certain items of revenue in income nerl#han
when such item is taken into account in their feiahstatements, U.S. Holders who hold their Nohesugh
non-U.S. intermediaries, or holders that own (diyedndirectly, or by attribution) 10 per cent prore of the
vote of value of the Issuer's stock).

As used herein, the term U.S. Holder means a heakfiwner of Notes that is, for U.S. federal in@tax

purposes, (i) an individual citizen or residentto# United States, (ii) a corporation created gaorsed under
the laws of the United States or any state theiroluding the District of Columbia), (iii) an es¢sthe income
of which is subject to U.S. federal income tax withregard to its source, or (iv) a trust if a ¢owithin the

United States is able to exercise primary sup@wigiver the administration of the trust and onenare

United States persons have the authority to coattaslubstantial decisions of the trust, or thettas validly
elected to be treated as a domestic trust for fdderal income tax purposes.

The U.S. federal income tax treatment of a paiitman entity treated as a partnership for U.S.r@dacome
tax purposes that holds Notes will depend on th&ustof the partner and the activities of the pasimp.
Prospective purchasers that are entities treatquhiserships for U.S. federal income tax purpatesild
consult their tax advisers concerning the U.S.rddacome tax consequences to them and their grarof the
acquisition, ownership and disposition of Noteghm partnership.

This overview is based on the tax laws of the UWhiBgates, including the Internal Revenue Code 8618s
amended, its legislative history, existing and psgd regulations thereunder, published rulings amdt
decisions, all as of the date hereof and all subgechange at any time, possibly with retroacsffect.

THE OVERVIEW OF U.S. FEDERAL INCOME TAX CONSEQUENGESET OUT BELOW IS FOR
GENERAL INFORMATION ONLY. ALL PROSPECTIVE PURCHASER SHOULD CONSULT THEIR
TAX ADVISERS AS TO THE PARTICULAR TAX CONSEQUENCESO THEM OF ACQUIRING,
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OWNING, AND DISPOSING OF THE NOTES, INCLUDING THERPLICABILITY AND EFFECT OF
STATE, LOCAL, NON-U.S. AND OTHER TAX LAWS AND POSSLE CHANGES IN TAX LAW.

Payments of Interest

It is expected, and this summary assumes, thaissiue price of the Notes will equal their stateshgpal
amount. Generally the Notes will be treated asedsade minimisamount of original issue discount if the
excess of the Notes' principal amount over themasprice is less than 0.25 per cent. of the pral@mount
multiplied by the number of complete years to migtur

Therefore, interest on a Note will be taxable 1d.8. Holder as ordinary income at the time it iseieed or

accrued, depending on such U.S. Holder's methedajunting for U.S. federal income tax purposeerést

paid by the Issuer on the Notes constitutes inclvore sources outside the United States. There @rgplex

limitations on a U.S. Holder's ability to claim &gn tax credits. Prospective purchasers shouldutbtheir

tax advisers concerning the applicability of theefgn tax credit and source of income rules to meo
attributable to the Notes.

Sale, Retirement, Redemption or Other Taxable Disition of the Notes

A U.S. Holder will generally recognise gain or loss the sale, retirement, redemption or other texab
disposition of a Note equal to the difference bevthe amount realised on the sale, retiremengymption or
other taxable disposition, and the U.S. Holderjgsidd tax basis in the Note. A U.S. Holder's adjgi$ax basis
in a Note will generally be its US Dollar cost. Téa@ount realised does not include the amount at#iide to
accrued but unpaid interest, which will be taxaddeinterest income to the extent not previoushjuihed in
income. Gain or loss recognised by a U.S. Holdghersale, retirement, redemption or other taxdisigosition

of a Note will be capital gain or loss and will loeg-term capital gain or loss if the Note was Hefdhe U.S.
Holder for more than one year. The deductibilitycapital losses is subject to limitations.

If a Georgian tax is withheld on the sale, retiratrar other taxable disposition of a Note, the amoealised
by a U.S. Holder will include the gross amountref proceeds of that sale or other disposition leededuction
of the Georgian tax withheld. Subject to certamitiations, a U.S. Holder generally will be entitlieda credit
against its U.S. federal income tax liability, aleduction in computing its U.S. federal taxabtmime, for any
Georgian income taxes withheld by the Issuer. @rlioss realised by a U.S. Holder on the sale;amignt or
other taxable disposition of a Note generally w#l U.S. source income for U.S. foreign tax credippses.
Therefore, in the case of a gain from the dispamsitf a Note that is subject to Georgian tax, a H&der may
have insufficient foreign source income to utilieeeign tax credits attributable to any Georgiaxitaposed
on the sale or disposition. The rules relatingaeign tax credits or deducting foreign taxes ateeenely
complex. Prospective purchasers should consult thgiadvisers as to the foreign tax credit or ifpretax
deduction implications of the sale, retirementeragtion or other taxable disposition of the Notes.

Substitution of Issuer

As described undeiTerms and Conditions of the Notes—Condition 1Zapétitution) herein, a Subsidiary
of the Issuer may substitute for the Issuer ascip@ debtor under the Trust Deed and the NoteachS
substitution may be treated for U.S. federal incoaxepurposes as a deemed disposition of the NigtasJU.S.
Holder in exchange for new notes issued by the olefgor. As a result of this deemed disposition).&.
Holder could be required to recognise capital gaittoss for U.S. federal income tax purposes etu#he
difference, if any, between the issue price oy notes (as determined for U.S. federal incometaposes),
and the U.S. Holder's tax basis in the Notes. H&ders should consult their tax advisers conceriime U.S.
federal income tax consequences to them of a swdsti of the Issuer.

Backup Withholding and Information Reporting

Non-exempt U.S. Holders are subject to informateporting requirements with respect to proceedbesale,
redemption or other disposition of the Notes if fhicipal, interest, or proceeds are paid witlie United
States or through certain financial intermediargzsckup withholding may apply to these paymenteefU.S.
Holder fails to provide an accurate taxpayer idaatiion number or certification of exempt statudails to
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comply with applicable certification requiremen@®ertain U.S. Holders (including corporations) axerapt
from backup withholding.

Backup withholding is not an additional tax. Anyckap withholding from a payment will be allowed as
credit against any U.S. federal income tax liapitif a U.S. Holder and may entitle the U.S. Holea refund,
provided the required information is timely furngghto the Internal Revenue Service.

Reporting With Respect to Foreign Financial Assets

Certain U.S. persons that own "specified foreigraficial assets"”, including securities issued byfangign
person either directly or indirectly or through te@n foreign financial institutions, may be require® report
their ownership of such assets on Internal Rev&ereice Form 8938. The Notes are expected to totesti
reportable "specified foreign financial assets'esslthey are held in an account at certain finaimsatutions.
Substantial penalties may be imposed, and the gpefitimitations on the assessment and collectiod.8.
federal income taxes may be extended, in the exeatfailure to comply with these reporting requients.
U.S. Holders should consult their tax advisers idigg their reporting obligations with respect e tNotes.

Georgian Taxation

The analysis below is a general overview of cer@@orgian tax implications related to the Notespaneed in
accordance with Georgian tax legislation as of ttate of thesdisting Particulars. As with other areas of
Georgian legislation, tax law and practice in Geargs not as clearly established as that of moreetigped
jurisdictions. It is possible, therefore, that clgas may be made in the law or in the current iretadion of
the law or current practice, including changes thauld have a retroactive effect. Accordingly sitpossible
that payments to be made to the Noteholders caddrbe subject to taxation in Georgia, or that ratesently
in effect with respect to such payments could bee@sed, in ways that cannot be anticipated aseidate of
theselisting Particulars. Each prospective purchaseNotes should also consider any further tax impiara
that may be relevant to it under the laws and ragiohs of other countries in connection with itgghase,
holding and sale of Notes.

Withholding Tax on Interest

Payments of interest on Notes will be exempt fromhhwlding tax and such payments of interest shatllbe
subject to further taxation for Noteholders (whettieey are individuals (physical persons) or legatiities).
See"Risk Factors—Macroeconomic and Political Risks Related to GesrgUncertainties in the tax system
in Georgia may result in the imposition of tax a&ljuents or fines against the Group and there maghbages
in current tax laws and policies”

Enforceability of Tax Gross-up under the Terms a@bnditions of the Notes

Pursuant to Condition 8Téxation), in the case of withholding or deduction of aayds (subject to certain
customary exceptions) in respect of any paymertherNotes, the Issuer is required to increase niaiat of

the relevant payment by such amount as would restifte receipt by the relevant Noteholder of theant
which would have been received by it had no sudhheiding or deduction been required. The Tax Code
neither prohibits nor permits the inclusion of garss-up clauses (such as that set out in Condt{@axatior))

in agreements or instruments made by Georgian colegan practice, however, such gross-up provsane
widely respected by the tax authorities in Georgia.

Taxation of Sale of Notes by Non-Resident Legal BntNoteholders

Non-resident legal entities will be assessed piafi on the difference between the initial purchasd
subsequent sale price and the relevant non-reseaéity will be under an obligation to properly oepand pay
such profit tax to the Georgian tax authoritiegh# sale is carried out through a Georgian br@ecmmpany
and the seller is not registered as a taxpayerear@a, such brokerage company may be responsible f
withholding the applicable tax at a 10% rate ax 46% rate if the seller is registered in an offehorisdiction.
The applicability of Georgian profit tax may beeaffed by a double tax treaty between Georgia addtntry

of residency of the selling entity.
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Taxation of Sale of Notes by Non-Resident Individidoteholders

Individuals in Georgia are subject to income taa atirrent rate of 20%, with the tax base beingutated after
permitted deductions. For the non-resident indialglthe income tax will be assessed on the difter between
the initial purchase and subsequent sale pricel@vant non-resident individual will be under atigsdtion to
properly report and pay such income tax to the @aaortax authorities. If the sale is done througbemrgian
brokerage company and the seller is not registaseal taxpayer in Georgia, such brokerage compambma
responsible for withholding the applicable tax atQ%o rate or at a 15% rate if the seller is regegsten an
offshore jurisdiction. The applicability of Georgiancome tax may be affected by a double tax treatween
Georgia and the country of residency of the satidividual.

Certain exemptions may also be available to indizidNoteholders if such individuals maintain owmgosof
Notes for more than two calendar years.

Taxation of Sale of Notes by Resident Individual teéholders

Georgian resident individual Noteholders will be@oliable to pay income tax at 20% upon the dispoktie
Notes. The income tax will be assessed on therdiff between the initial purchase and subseqgaknpsce.

If the sale is done through a Georgian brokeraggemy and the seller is not registered as a taxpag@eorgia,
such brokerage company may be responsible for wltiinig the applicable tax. Certain exemptions may b
available to Georgian resident individual Notehaddésuch individuals maintain ownership of Notesmore
than two calendar years.

Taxation of Sale of Notes by Resident Legal Entitgteholders

Georgian resident legal entities (except commetwaalks, credit unions, insurance companies, mitaotie
organisations and persons registered as loan ssuerl 1 January 2023) will be subject to a 158fporate
profit tax on any gain (the difference betweeniahipurchase and subsequent sale price) received tine
disposal of the Notes after they distribute profit.

Until 1 January 2023, the gain received from thie s the Notes (i.e., the difference between thgai
purchase price and subsequent sale price of tresNoy commercial banks, credit unions, insuranogpanies,
microfinance organisations and persons registesdaia issuers will be included in their gross tdga@ncome
and after the permitted deductions will be subjeqgirofit tax at the rate of 15%.

See Risk Factors—Macroeconomic and Political Risks Related to GemrgUncertainties in the tax system
in Georgia may result in the imposition of tax &ljuents or fines against the Group and there maghbages
in current tax laws and policiés

Value Added Tax
Sales (supply) of the Notes are exempt from Valdde&l Tax in Georgia.
Other Considerations

The Tax Code expressly provides for ability of the inspection to re-examine the transaction grideated
by the respective parties, subject to certain mhocd requirements.

The proposed financial transactions tax (thé FTT").

On 14 February 2013, the European Commission fhddlis proposal (theCommission's Proposdl) for a
Directive for a common FTT in Belgium, Germany, &fsh, Greece, Spain, France, Italy, Austria, Pafug
Slovenia and Slovakia (thgdrticipating Member States'). Estonia has, however, since stated that it matl
participate.

The Commission's Proposal has broad scope and,abutttoduced, apply to certain dealings in thetés
(including secondary market transactions) in cert@icumstances. Primary market transactions refieto in
Article 5(c) of Commission Regulation (EC) No. 12Z8J06 are expected to be exempt.
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Under the Commission's Proposal, the FTT couldyapptertain circumstances to persons both witlmd a
outside of the participating Member States. Gehgrialwould apply to certain dealings in the Notelsere at
least one party is a financial institution, andeast one party is established in a participatiregrider State. A
financial institution may be, or be deemed to lestdblished" in a participating Member State im@at range

of circumstances, including (a) by transacting veitberson established in a participating MembeteSta(b)
where the financial instrument which is the subgdcthe dealings is issued in a participating MenBete.
The FTT proposal, however, remains subject to netm between participating Member States. It may,
therefore, be altered prior to any implementatibe,timing of which remains unclear. Additional BA¢mber
States may also decide to participate in the FTT.

Prospective holders of Notes are advised to seskdiwvn professional advice in relation to the FTT.
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TRANSFER RESTRICTIONS

Rule 144A Securities

Each purchaser of Rule 144A Notes, by purchasing Blotes, will be deemed to have represented, dgnee:
acknowledged that it has received such informad®it deems necessary to make an investment deest

that:

(@)

(b)

()

(d)

(€)

It is (i) a QIB; (i) acquiring the Notes fdsiown account or for the account of one or morf8Q(iii)

not acquiring the Notes with a view to further dimite such Notes; and (iv) aware, and each beakfic
owner of such Notes has been advised, that theofalech Notes to it is being made in reliance on
Rule 144A.

It understands that such Notes have not beédméhnot be registered under the U.S. Securifies
and may not be offered, sold, pledged or othertigesferred except (i) pursuant to a registration
statement that has been declared effective unddd 8. Securities Act; (ii) in reliance on Rule 244
to a person that the holder and any person actints dehalf reasonably believe is a QIB purchasing
for its own account or the account of another (IB; in an offshore transaction in accordance with
Regulation S; (iv) pursuant to Rule 144 under th8.$ecurities Act (if available); or (v) pursuamt
any other available exemption from the registratiequirements of the U.S. Securities Act, in each
case, in accordance with any applicable secutdigs of any state of the United States.

It acknowledges that the Notes offered and $eieby in the manner set forth in paragraph (@) ar
"restricted securities" within the meaning of Rel(a)(3) under the U.S. Securities Act and aredei
offered and sold in a transaction not involving guuplic offering in the United States within the
meaning of the U.S. Securities Act and that noespntation is made as to the availability of the
exemption provided by Rule 144 for resales of tiogel.

It understands that any offer, sale, pledgetloer transfer of such Notes made other than impbante
with the above-stated restrictions may not be reisagl by the Issuer.

It understands that such Notes, unless otheagseed between the Issuer and the Trustee indacoe
with applicable law, will bear a legend to the doling effect:

THIS NOTE HAS NOT BEEN AND WILL NOT BE REGISTEREDNDER THE U.S. SECURITIES
ACT OF 1933, AS AMENDED (THBJ.S. SECURITIES ACT), OR WITH ANY SECURITIES
REGULATORY AUTHORITY OF ANY STATE OR OTHER JURISDIOON OF THE UNITED
STATES AND MAY NOT BE OFFERED, SOLD, PLEDGED OR OERWISE TRANSFERRED,
EXCEPT (1) IN ACCORDANCE WITH RULE 144A UNDER THE .B. SECURITIES ACT
(RULE 144A) TO A PERSON THAT THE HOLDER AND ANY PERSON ACTIN®N ITS
BEHALF REASONABLY BELIEVE IS A QUALIFIED INSTITUTIONAL BUYER WITHIN THE
MEANING OF RULE 144A (AQIB) PURCHASING FOR ITS OWN ACCOUNT OR FOR THE
ACCOUNT OF A QIB WHOM THE HOLDER HAS INFORMED, IN ACH CASE, THAT SUCH
OFFER, SALE, PLEDGE OR OTHER TRANSFER IS BEING MADN RELIANCE ON RULE
144A, (2) IN AN OFFSHORE TRANSACTION IN ACCORDANCR/ITH RULE 903 OR RULE
904 OF REGULATION S UNDER THE U.S. SECURITIES ACREGULATION S) OR (3)
PURSUANT TO AN EXEMPTION FROM THE REGISTRATION REQREMENTS OF THE U.S.
SECURITIES ACT PROVIDED BY RULE 144 THEREUNDER, A&VAILABLE, AND IN EACH
CASE IN ACCORDANCE WITH ANY APPLICABLE SECURITIES AWS OF ANY STATE OF
THE UNITED STATES, AND THE HOLDER WILL, AND EACH SBSEQUENT HOLDER IS
REQUIRED TO, NOTIFY ANY PURCHASER FROM IT OF THE N&S IN RESPECT HEREOF
OF THE RESALE RESTRICTIONS REFERRED TO ABOVE. NO REESENTATION CAN BE
MADE AS TO THE AVAILABILITY OF THE EXEMPTION PROVIDED BY RULE 144 UNDER
THE U.S. SECURITIES ACT FOR RESALES OF THIS NOTE.

BY ACCEPTANCE OF THIS NOTE BEARING THE ABOVE LEGENDWHETHER UPON
ORIGINAL ISSUANCE OR SUBSEQUENT TRANSFER, EACH HOHR OF THIS NOTE
ACKNOWLEDGES THE RESTRICTIONS ON THE TRANSFER OF IBINOTE SET FORTH
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(f)

(9)

(h)

(i)

ABOVE AND AGREES THAT IT SHALL TRANSFER THIS NOTE BLY AS PROVIDED
HEREIN AND IN THE TRUST DEED.

It agrees that it will give each person to whibtnansfers any Notes notice of any restrictiongransfer
of such Notes.

If it is acquiring any Notes for the accountooie or more QIBs, it represents that it has sslestment
discretion with respect to each such account aatitthas full power to make (and does make) the
foregoing acknowledgments, representations ancagrets on behalf of each such account. The Issuer,
the Registrar, the Lead Manager and their respeefiiates, and others, will rely upon the trathd
accuracy of the foregoing acknowledgments, reptaiens and agreements.

It understands that the Notes offered in regaon Rule I44A will be represented by the RuleA44
Global Certificate. Before any interest in the Rid&A Global Certificate may be offered, sold,
pledged or otherwise transferred to a person wkestalelivery in the form of an interest in the
Regulation S Global Certificate, it will be requdrdo provide a Transfer Agent with a written
certification (in the form provided in the Agencgreement) as to compliance with applicable seesriti
laws.

Prospective purchasers are hereby notified thatsellers of the Notes and the Guarantees may be
relying on the exemption from the provisions oft8et5 of the Securities Act provided by Rule 144A.

Regulation S Securities

Each purchaser of RegulatioN®tes, by purchasing such Notes, will be deemdthte@ represented, agreed
and acknowledged that it has received such infoomats it deems necessary to make an investmeistiatec

and that:

(a) It understands that such Notes have not begmwdihnot be registered under the U.S. Securifies
and such Notes are being offered and sold in aaocedwith Regulation S.

(b) It or any person on whose behalf it is actimgar at the time such Notes are purchased wilthee,
beneficial owner of such Notes and (i) it is pusihg such Notes in an offshore transaction (with&
meaning of Regulation S) and (ii) it is not anl&ffe of the Issuer or a person acting on behatfuch
an affiliate.

(c) It will not offer, sell, pledge or otherwisetrsfer Notes, except in accordance with the U.8ur8res
Act and any applicable securities laws of any sthtbe United States.

(d) The Issuer, the Registrar, the Lead Managertlagid respective affiliates, and others, will refgon

the truth and accuracy of the foregoing acknowlegigs) representations and agreements.
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SUBSCRIPTION AND SALE

The Lead Manager has, pursuant to a Subscriptioeeigent dated 12 March 2021, agreed with the Issuer
subject to the satisfaction of certain conditidnssubscribe for all of the New Notes at the igstuee of 100%
(plus 7 days of accrued interest). The Issuer lggsed that it will pay a management and undervgitin
commission and selling concession to the Lead Mamaigrsuant to separate arrangements as to feglation

to the issue of the New Notes, as set out in erléttthe Lead Manager. The Subscription Agreeraetitles

the Lead Manager to terminate it in certain circiamees prior to payment being made to the Issuer.

General

No action has been or will be taken in any jurigdit by the Lead Manager or the Issuer that woeldnit a
public offering of the New Notes, or possessiomistribution of any other offering materials refagito the
New Notes (including roadshow materials and inveptesentations), in any country or jurisdictionend
action for that purpose is required. The Lead Manags agreed that it will comply to the best ®kitowledge
and belief with all applicable laws and regulationgach jurisdiction in which it offers or sellsyaNew Notes
or distributes or publishes these Listing Particutar any such other material.

Prohibition of Sales to European Economic Area Rethlnvestors

The Lead Manager has represented and agreed hiaest ot offered, sold or otherwise made availabtewill
not offer, sell or otherwise make available any Ndates to any retail investor in the European Ectindrea.

For the purposes of this provision:
(a) the expressioretail investormeans a person who is one (or more) of the fotigwi
0] a retail client as defined in point (11) of Articl€l) of MIFID II;

(i) a customer within the meaning of Directive (EU) X8®7) (as amended, thénSurance
Distribution Directive "), where that customer would not qualify as a @ssfonal client as
defined in point (10) of Article 4(1) of MiFID lipr

(iii) not a qualified investor as defined in the Progpse&egulation; and

(b) the expressioaffer includes the communication in any form and by megans of sufficient information
on the terms of the offer and the New Notes to tiered so as to enable an investor to decide to
purchase or subscribe the New Notes.

In relation to member states of the EEA, there b@further rules and regulations of such countijymsdiction
within the EEA relating to the offering of the Né\Wotes or distribution or publication of this thdssting
Particulars or any other offering material or atigement; persons into whose possession thesendyisti
Particulars comes should inform themselves abodtafserve any restrictions on the distribution ledse
Listing Particulars and the offer of the New Noagplicable in such EEA Member State.

Prohibition of sales to UK Retail Investors

The Lead Manager has represented and agreed hiaet ot offered, sold or otherwise made availabtewill
not offer, sell or otherwise make available any Ndetes to any retail investor in the United Kingdoiror
the purposes of this provision:

(a) the expressioretail investor means a person who is one (or more) of the foligwi

0] a retail client, as defined in point (8) of Arti@eof Regulation (EU) No 2017/565 as it forms
part of domestic law by virtue of the EUWA; or

(i) a customer within the meaning of the provisionthefFSMA and any rules or regulations made
under the FSMA to implement Directive (EU) 2016/@here that customer would not qualify
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as a professional client, as defined in point (&rticle 2(1) of Regulation (EU) No 600/2014
as it forms part of domestic law by virtue of thé\ZA; or

(iir) not a qualified investor as defined in Article 2Régulation (EU) 2017/1129 as it forms part
of domestic law by virtue of the EUWA; and

(b) the expression aoffer includes the communication in any form and by amgans of sufficient
information on the terms of the offer and the Newté¢ to be offered so as to enable an investor to
decide to purchase or subscribe for the New Notes.

United States

The New Notes have not been and will not be regidtander the U.S. Securities Act and may not bered,
sold or delivered within the United States exceptertain transaction exempt from, or not subjecttlie
registration requirements of the U.S. Securities Abe Lead Manager has represented and agreed kizest
not offered, sold or delivered and will not offeell or deliver any New Notes within the United t8ta except
as permitted by the Subscription Agreement. The Newes are being offered and sold by the Lead Memnag
outside the United States in accordance with Régul&.

The Subscription Agreement provides that the Leathadder may offer and sell the New Notes within the
United States to QIBs in reliance on Rule 144A. Affers and sales by the Lead Manager in the UrStates
will be conducted by broker-dealers registered WithSEC.

In addition, until 40 days after the commencemdrthe offering, an offer or sale of New Notes wittihe
United States by a dealer (whether or not partirigan the offering) may violate the registrati@guirements
of the U.S. Securities Act if such offer or salemade otherwise than in reliance on Rule 144A atlsar
available exemption from registration under the.l&&curities Act.

Georgia

The Lead Manager has represented and agreed ¢hidett Notes shall not be advertised, marketedyexffer
sold in the territory of Georgia in a public offegi without a prior or simultaneous delivery/publioa of a
final prospectus approved by the NBG in accordamtie the Securities Market Law. A "public offerings
defined as an offer to sell securities directlyiratirectly on behalf of an issuer or other persorat least
100 persons or to an unspecified number of persoffering and sale of the New Notes to sophistidate
investors (as defined in the Securities Market Lamly, however, will not constitute a public offiegL.

In the event, however, that the New Notes are gléiseed on Euronext Dublin, which is a "recognistdck
exchange of the foreign country”, the Notes magfbered in Georgia in a public offering without thpproval
of these Listing Particulars by the NBG, providedtithe NBG is notified about the public offeringloe New
Notes in accordance with Georgian law and the I8fithe New Notes, as well as evidence of listinghef
Notes on Euronext Dublin and the Listing Particsjaogether with the Georgian translation of ‘B&erview
of the Offering"section of the Listing Particulars (both of whishould also be made publicly available in
accordance with Georgian law), is provided to itesgaction of the NBG in advance of the offering3eorgia.

Without limitation of any of the foregoing, the LceManager has represented, warranted and agrddatiiha
complied and will comply with all applicable proioas of Georgian law with respect to anything dbget in
relation to the New Notes in, from or otherwisedlwng Georgia.

Other UK regulatory restrictions

In the United Kingdom, these Listing Particularsynige distributed only to and may be directed ortly a
(a) persons who have professional experience itersatelating to investments who fall within Argcl9(5) of
the Financial Services and Markets Act 2000 (Fir@riRromotion) Order 2005, as amended (tbeder”); (b)
high net worth entities falling within Article 49(Za) to (d) of the Order; or (c) other personsvtmm it may
otherwise lawfully be distributed (all such persoogether being referred to azlevant persons). Neither
these Listing Particulars nor any other offeringemal have been submitted to the clearance proesdf the
Financial Conduct Authority in the United Kingdofirhe New Notes may not be offered or sold to persons
the United Kingdom except to "qualified investoes'referenced in section 86 of the FSMA.
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The Lead Manager has represented and agreed that:

i. it has only communicated or caused to be comoated and will only communicate or cause to be
communicated an invitation or inducement to engag@vestment activity (within the meaning of
Section 21 of the FSMA received by it in connectioth the issue or sale of the Notes in circumstanc
in which Section 21(1) of the FSMA does not applytte Issuer; and

. it has complied and will comply with all appdible provisions of the FSMA with respect to anyghin
done by it in relation to the New Notes in, fromotinerwise involving the United Kingdom.

Other Relationships

The Lead Manager and its affiliates are full sesviimancial institutions engaged in various adtgf which
may include securities trading, commercial investiM@nking, financial advising, investment manageme
principal investment, hedging, financing and brakgr activities. The Lead Manager or its affilidtesn time

to time have provided in the past, and may proindée future investment banking financial advisand/or
commercial banking services to, the Issuer andfftsates in the ordinary course of business fdrich they
have received or may receive customary fees andntssions. In addition, in the ordinary course cith
business activities, the Lead Manager and itsi@#$ may make or hold a broad array of investmants
actively trade debt and equity securities (or eeladerivative securities) and financial instrumedmsluding
bank loans) for their own account and for the ant®wf their customers. Such investments and desuri
activities may involve securities and/or instrunseat the Issuer or its affiliates. The Lead Managed its
affiliates may receive allocations of the New NotEse Lead Manager (or its affiliates) may be al&¥rand/or
agent bank and/or security agent under existindimgnarrangements with the Issuer, in connectiagh which
the Lead Manager may receive customary fees andnmions for these roles. The Lead Manager and its
affiliates may, in the future, act as hedge couyaeres to the Issuer consistent with their custgmak
management policies. Typically, the Lead Manager iemaffiliates would hedge such exposure by amger
into transactions which consist of either the pasehof credit default swaps or the creation oftshasitions

in securities, including potentially the New Not&sy such short positions could adversely affetirfe trading
prices of the Notes. The Lead Manager and itsia#$ may also make investment recommendation®mand/
publish or express independent research viewsspeat of such securities or financial instrumemis anay
hold, or recommend to clients that they acquiregland/or short positions in such securities asttuments.
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GENERAL INFORMATION

Application has been made to Euronext Dublin f& Mew Notes to be admitted to the Official List
and trading on its Global Exchange Market, throtlggh Listing Agent, Arthur Cox Listing Services
Limited ("ACLSL"). ACLSL is acting solely in its capacity as ligi agent for the Issuer in relation to
the New Notes and is not itself seeking admissidhé Official List or trading on the Global Exclggn
Market.

It is expected that the listing of the New Notedmmonext Dublin and the admission of the New Notes
to trading on Euronext Dublin's Global Exchange kéarfor listed securities will take place on or
aboutl6 March 2021, subject to the issuance oNthe Global Notes.

EY LLC is the auditor of the Issuer. EY LLC is inded in the register of the Georgian Federation of
Professional Accountants and Auditors with thetrighperform statutory and non-statutory audits. It
registered office is 44 Kote Abkhazi street, 01@#i3i, Georgia.

The Issuer has obtained all necessary consentvaip and authorisations in Georgia in connection
with the issue and performance of the New Note i§bue of the New Notes was authorised by the
resolution of the Supervisory Board passed on 5cWMa021, the resolution of the Management Board
passed on 5 March 2021 and the shareholder's tiessiypassed on 5 March 2021.

The issue of the Original Notes was authoriseddsplutions of the Board of Directors of the Issuer
passed on 19 February 2018 and 7 March 2018 anelgider's resolution passed on 19 February 2018
and 7 March 2018.

There has been no significant change in the figdmeitrading position of the Issuer or of the Grou
since 31 December 2020 and no material adversegeharthe prospects of the Issuer or of the Group
since 31 December 2020.

In the previous 12 months, there have not beengmwernmental, legal or arbitration proceedings
(including any such proceedings which are pendmtinieatened of which the Issuer is aware) which
may have, or have had in the recent past, a signifieffect on the Issuer and/or the Group's fiignc
position or profitability.

The Notes have been accepted for clearance thrBugbclear, Clearstream, Luxembourg for the
Regulation S Notes and DTC for the Rule 144A Nofése Common Code, ISIN, CUSIP, CFI and
FISN, as applicable, for the Regulation S NotestardRule 144A Notes are as follows:

" FISN: JOINT STOCK COM/6.125EUR NT FM WC
. CFl: DBFNGR

" Regulation S Notes:

. ISIN: XS1778929478

" Common Code: 177892947

" Rule 144A Notes:

. ISIN: US373143AA49

" Common Code: 178546554

. CUSIP: 373143AA4

The address of Euroclear is 1 Boulevard du Roi #ldeB-1210 Brussels, Belgium. The address of
Clearstream, Luxembourg is 42 Avenue JF Kenned¥8%5 Luxembourg. The address of DTC is
55 Water Street, New York, NY 10041, United States.

For as long as the Notes are listed on the Offldstland admitted to trading on the Global Excheng
Market physical copies of the following documentsl Wwe available for inspection during usual
business hours on any weekday (Saturdays, Sundaypublic holidays excepted) from the date of
publication of these Listing Particulars until thetes mature at the offices of the Issuer:

(a) The Trust Deed (which includes the form of tBbal Certificates and the Definitive
Certificates), the First Supplemental Trust Deed thie Second Supplemental Trust Deed;
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(b) The Agency Agreement (including the first sugopéntal agency agreement);

(c) the Issuer's Charter;

(d) the Financial Statements; and

(e) a copy of these Listing Particulars togethehwny supplement to these Listing Particulars or
any further Listing Particulars.

These Listing Particulars will also be publishedtmmwebsite of Euronext Dublin &itp://www.ise.ie/
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Independent auditor’s report

To the Shareholder and Supervisory Board of JSC Georgia Capital
Opinion

We have audited the consolidated financial statements of JSC Georgia Capital (hereinafter,
the “Company”) and its subsidiaries (hereinafter, the “Group”), which comprise the
consolidated statement of financial position as at 31 December 2020, and the consolidated
income statement, consolidated statement of comprehensive income, consolidated statement
of changes in equity and consolidated statement of cash flows for the year then ended, and
notes to the consolidated financial statements, including a summary of significant accounting
policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all
material respects, the consolidated financial position of the Group as at 31 December 2020
and its consolidated financial performance and its consolidated 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 consolidated financial statements section of our report. We
are independent of the Group in accordance with the International Ethics Standards Board for
Accountants’ (IESBA) International Code of Ethics for Professional Accountants (including
International Independence Standards) (IESBA Code), and we have fulfilled our other ethical
responsibilities in accordance with the IESBA Code. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

A member firm of Ernst & Young Global Limited
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Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the consolidated financial statements
as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on
these matters. For the matter below, our description of how our audit addressed the matter is
provided in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of
the consolidated financial statements section of our report, including in relation to this
matter. Accordingly, our audit included the performance of procedures designed to respond
to our assessment of the risks of material misstatement of the consolidated financial
statements. The results of our audit procedures, including the procedures performed to
address the matter below, provide the basis for our audit opinion on the accompanying
consolidated financial statements.

Key audit matter How our audit addressed the key audit matter

Valuation of private investments

Under the investment entity basis of
accounting, the Company measures its
investments in subsidiaries at fair value
through profit or loss. Equity investments at
fair value, including investments in
subsidiaries, comprise the most significant
part of the Group’s total assets as at 31
December 2020. Majority those equity
investments are private, without observable
prices from an active market available as at
the reporting date. Management engaged
independent specialists to assist in valuation
of private investments in healthcare
services, retail (pharmacy), insurance, water
utility, hospitality and commercial real estate
businesses.

A member firm of Ernst & Young Global Limited

We involved our valuation specialists to
assist us in performing our audit procedures.

We obtained an understanding of
management’s processes and controls for
determining the fair valuation of private
investments.

We compared the Company’s valuation
methodology to IFRS 13, Fair Value
Measurement, (IFRS 13) requirements. We
sought explanations from management
where there were judgments applied in its
application of the IFRS 13 requirements.

We formed a range for the key assumptions
used in the valuation of private investments,
including the discount rates, valuation
multiples and the long-term growth rates,
with reference to the relevant industry and
market valuation considerations. Where
appropriate, we derived a range of fair
values for private investments using our
assumptions and other qualitative risk
factors. We compared those ranges with the
fair values determined by management.
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Key audit matter

How our audit addressed the key audit matter

Owing to the unquoted and illiquid nature of
the private investments, the assessment of
fair valuation is subjective and requires a
number of significant and complex
judgments to be made by management, in
particular in respect of the selection of an
appropriate valuation method,
determination of peer group and applicable
earnings multiples, calculation of discount
rates and the estimation of future cash

flows, could lead to the incorrect valuation of

the unquoted investment portfolio. In turn,
this could have a material impact on the
value of equity investments at fair value in
the consolidated statement of financial
position as at 31 December 2020, and the
gains or losses on investments at fair value

in the consolidated income statement for the

year then ended, which made it a key audit
matter.

Information related to private investments is

disclosed in notes 4, 10 and 20 to the
consolidated financial statements.

A member firm of Ernst & Young Global Limited

We compared key inputs used in the
valuation models, such as EBITDA, net asset
and net debt, to the underlying accounting
records provided by the investee companies.

We assessed the selection of the comparable
companies used in the calculation of the
earnings multiples.

We analysed the adjustments made to
earnings, if any, and/or multiples and

assessed the rationale and supporting
evidence for the adjustments made.

We evaluated the selection of weighting
applied to earnings multiples of the
comparable companies by independently
estimating our own range of multiples.

We assessed the discount rates applied in
valuations performed using income method
by performing corroborative calculations.

We discussed with the management the key
assumptions applied to calculate future cash
flows and terminal value and corroborated
this to supporting evidence.

We performed procedures to evaluate
mathematical accuracy of the valuation
models.

We engaged our real estate valuation
specialists to assist us in our analysis of the
valuation of the real estate assets in the
hospitality and commercial real estate
business which form the basis of the net
asset value at which this particular business
is valued. We assessed the property
valuation report which covered a sample of
properties, prepared by external property
appraiser and discussed it with the
management and the appraiser to
understand the key assumptions
underpinning the valuation and changes in
the Georgian real estate market, including
COVID-19 implications.
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Key audit matter How our audit addressed the key audit matter

We evaluated competence, capabilities and
objectivity of management’s specialists. We
obtained an understanding of the work of
management’s specialists. We analysed the
key assumptions and methodologies applied
in the valuation of the investments valued
with the involvement of management’s
experts.

We assessed the disclosures in the
consolidated financial statements against
the requirements of IFRS 13.

Other information included in the Group’s 2020 Management Report

Other information consists of the information included in the Group’s 2020 Management
Report, other than the consolidated financial statements and our auditor’s report thereon.
Management is responsible for the other information. The Group’s 2020 Management Report
is expected to be made available to us after the date of this auditor’s report.

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

In connection with our audit of the consolidated financial statements, our responsibility is to
read the other information identified above when it becomes available and, in doing so,
consider whether the other information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated.

Responsibilities of management and the Audit and Valuation Committee for the
consolidated financial statements

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

In preparing the consolidated 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.

The Audit and Valuation Committee is responsible for overseeing the Group’s financial
reporting process.

A member firm of Ernst & Young Global Limited
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Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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
consolidated financial statements.

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

> Identify and assess the risks of material misstatement of the consolidated 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.

> 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 consolidated 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 consolidated financial
statements, including the disclosures, and whether the consolidated financial
statements represent the underlying transactions and events in a manner that
achieves fair presentation.

A member firm of Ernst & Young Global Limited
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> 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 the Audit and Valuation Committee 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.

We also provide the Audit and Valuation Committee with a statement that we have complied
with relevant ethical requirements regarding independence, and to communicate with them
all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, actions taken to eliminate threats or safeguards
applied.

From the matters communicated with the Audit and Valuation Committee, we determine
those matters that were of most significance in the audit of the consolidated financial
statements of the current period and are therefore the key audit matters. We describe these
matters in our auditor’s report unless law or regulation precludes public disclosure about the
matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such communication.

The partner in charge of the audit resulting in this independent auditor’s report is Alexey
Loza.

Alexey Loza
On behalf of EY LLC
Thilisi, Georgia

3 March 2021

A member firm of Ernst & Young Global Limited



JSC Georgia Capital and Subsidiaries Consolidated Financial Statements

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 December 2020
(Thousands of Georgian Lari)

Notes 31 December 31 December
2020 2019

Assets
Cash and cash equivalents 6 117,026 117,215
Amounts due from credit institutions 7 42,655 -
Marketable securities 8 13,416 62,493
Accounts receivable 117 1,176
Prepayments 588 384
Loans issued 9 108,983 151,884
Property and equipment 449 580
Intangible assets 99 122
Other assets 6,023 6,520
Equity investments at fair value 10 2,907,688 2,251,465
Total assets 3,197,044 2,591,839
Liabilities
Accounts payable 531 1,284
Debt securities issued 12 980,932 825,952
Other liabilities 2,291 6,406
Total liabilities 983,754 833,642
Equity 13
Share capital 13,391 12,400
Additional paid-in capital 634,271 499,369
Treasury shates (940) (961)
Other reserves (744) -
Retained earnings 1,567,312 1,247,389
Total equity 2,213,290 1,758,197
Total liabilities and equity 3,197,044 2,591,839

Signed and authorised for release on behalf of the Management by:

Irakli Gilauri Ju— ) : i ) Chief Executive Officer

/"//—"
-
Giorgi Alpaidze ?\__I l_‘f ) : x’ Chief Financial Officer

3 March 2021

The accompanying notes on pages 9 to 60 are an integral part of these consolidated financial statements.
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CONSOLIDATED INCOME STATEMENT

For the year ended 31 December 2020
(Thousands of Georgian Lari)

Notes 2020

Gains/ (losses) on investments at fair value 10 451,233

Listed Equity Investments (261,524)

Private Investments 712,757
Dividend income 10 29,870
Other interest income 14,964
Interest income at effective interest rate method 5,004
Net losses from investment securities measured at fair value through profit or loss (553)
Net realised losses from investment securities measured at fair value through other (1,667)

comprehensive income ’

Other income 412
Gross investment profit 499,263
Administrative expenses 15 (4,685)
Salaries and other employee benefits 15 (19,140)
Depreciation and amortisation (548)
Interest expense (61,521)
Profit before provisions, Foreign exchange and non-recurring items 413,369
Expected credit losses 16 (114)
Net foreign currency loss (89,943)
Non-recurring expense 17 (3,389)
Profit before income taxes 319,923
Income tax -
Profit for the year 319,923

The accompanying notes on pages 9 to 60 are an integral part of these consolidated financial statements.



JSC Georgia Capital and Subsidiaries Consolidated Financial Statements

CONSOLIDATED INCOME STATEMENT

For the year ended 31 December 2019
(Thousands of Georgian Lari)

Notes 2019

Revenue 1,473,437
Cost of sales (883,024)
Gross profit 14 590,413
Salaries and other employee benefits 15 (174,762)
Administrative expenses 15 (112,669)
Other operating expenses (11,457)
Expected credit loss / impairment chatge on financial assets 16 (11,474)
Impairment charge on insurance premium receivables, other assets and 16 (1,078)

provisions ’
(311,440)
EBITDA 278,973
Share in profit of associates 357
Dividend income 10 24953
Depreciation and amortisation (110,075)
Net foreign currency loss (41,792)
Net gains from investment securities measured at fair value through profit or 1.654

loss ’
Net realised gains from investment securities measured at fair value through 1187

other comprehensive income ’
Interest income at effective interest rate method 30,658
Interest expense (150,370)
Net operating income before non-recurring items 35,545
Net non-recurring items 17 (8,235)
Gain from change in investment entity status 2 588,828
Profit before income tax expense 616,138
Income tax expense 11 (4,633)
Profit for the year 611,505

Total profit attributable to:

— the shareholder of JSC Georgia Capital 576,501
— non-controlling interests 35,004
611,505

The accompanying notes on pages 9 to 60 are an integral part of these consolidated financial statements.



JSC Georgia Capital and Subsidiaries Consolidated Financial Statements

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2020
(Thousands of Georgian Lari)

Notes 2020 2019
Profit for the year 319,923 611,505
Other comprehensive (loss)/income
Other comprebensive (loss)/ income to be reclassified to profit or loss in
subsequent periods:
Income from currency translation differences - 9,962
Changes in the fair value of debt instruments at FVOCI (2,217) 2,694
Realised loss / (gain) on financial assets measured at FVOCI 1
. . . ,667 (1,187)
reclassified to the consolidated income statement
Change in allowance for expected credit losses on (194) (172)
investments in debt instruments measured at FVOCI
Reclassification of other reserves to PL due to Change in i (26,864)
investment entity status ’
Net olther comprehensiYe loss to be reclassified to profit or (744) (15,567)
loss in subsequent periods
Other comprebensive income not to be reclassified to profit or loss in
subsequent periods:
Revaluation of property and equipment - 3,474
Changes in fair value of equity instruments designated at i 140.441
FVOCI ’
Reclassification of other reserves to retained earnings due to 108.265
Change in investment entity status ’
Net other comprehensive income not to be reclassified to
. . - 252,180
profit or loss in subsequent periods
Other comprehensive (loss) / income for the year, net of tax (744) 236,613
Total comprehensive income for the year 319,179 848,118

Total comprehensive income attributable to:
— the shareholder of JSC Georgia Capital 319,179 811,275
— non-controlling interests 36,843

319,179 848,118

The accompanying notes on pages 9 to 60 are an integral part of these consolidated financial statements.



JSC Georgia Capital and Subsidiaries Consolidated Financial Statements

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2019
(Thousands of Georgian Lari)

Attributable to the shareholder of Georgia Capital

Additional Non-
Share paid-in Treasury Other Retained controlling Total
capital capital Shares reserves earnings Total interests Equity

31 December 2018 11,526 498,781 (584) 497,350 90,534 1,097,607 329,005 1,426,612
Profit for the year - - - - 576,501 576,501 35,004 611,505
Other comprehensive income for the year - - - 234,774 - 234,774 1,839 236,613
Total comprehensive income for the year - - - 234,774 576,501 811,275 36,843 848,118
Issue of share capital (Note 13)** 1,253 138,503 - - - 139,756 - 139,756
Increase in equity arising from share-based payments (Note 18) - 24,616 - - - 24,616 6,585 31,201
Dilution of interests in subsidiaries - - - 5,040 - 5,040 (5,040) -
Increase in share capital of subsidiaries - - - - - - 6,215 6,215
Acquisition / Sale of non-controlling interests in existing subsidiaries - - - (46,512) - (46,512) (92,354) (138,8606)
Acquisition of additional interest in existing subsidiaries by non-controlling

shareholders - - - (1,932) - (1,932) 749 (1,183)
Non-controlling interests arising on acquisition of subsidiary - - - - - - 6,976 6,976
Dividends paid by subsidiaries* - - - - (89) (89) (11,170) (11,259)
Capital reduction (Note 13) (379) (79,705) (305) - - (80,389) - (80,389)
Purchase of treasury shares - (82,820) (72) - - (82,898) - (82,898)
Change in investment entity status - - - (688,720) 580,443 (108,277) (277,809) (386,0806)
31 December 2019 12,400 499,369 (961) - 1,247,389 1,758,197 - 1,758,197

* During 2019 Georgia Healthcare Group PLC, Group’s subsidiary, announced dividend out of which GEL 2,873 was paid dividends to it minority sharebolders. In addition, |[SC GEPHA, a subsidiary of the Group’s
bealthcare business, paid dividend to its minority shareholders in the amount of 8,297 GEL.

** On December 18 2019 GCAP PLC, 100% sharebolder of J[SC GCAP, contributed 17,892,911 existing GHG shares into the equity of |SC GCAP, in return of 1,025,680 newly issued GCAP shares. Group’s
interest in GHG increased to 70.6%. Acquisition of non-controlling interest in existing subsidiaries is mostly attributable to this transaction.

The accompanying notes on pages 9 to 60 are an integral part of these consolidated financial statements.



JSC Georgia Capital and Subsidiaries

Consolidated Financial Statements

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED)

For the year ended 31 December 2020
(Thousands of Georgian Lari)

31 December 2019

Profit for the year

Other comprehensive loss for the year
Total comprehensive profit for the year
Issue of share capital (Note 13)

Increase in equity arising from share-based payments (Note 18)

Capital reduction (Note 13)

Transaction costs recognized directly in equity

Sale of treasury shares

Contributions under share-based payment plan (Note 13)
31 December 2020

Share Additional Treasury Other Retained T
. L . . otal
capital paid-in capital Shares reserves earnings
12,400 499,369 (961) - 1,247,389 1,758,197
- - - - 319,923 319,923
) B} - (744) - (744)
- - - (744) 319,923 319,179
1,290 136,975 - - - 138,265
- 18,461 - - - 18,461
(299) (22,047) - - - (22,346)
- (596) - - - (596)
- 6,310 26 - - 6,336
- (4,201) 5) - - (4,206)
13,391 634,271 (940) (744) 1,567,312 2,213,290

* During 2020 the parent company, GCAP PLC, received GEL 22,346 in the form of capital redemption from JSC GCAP, of which 21,180 was paid in cash.

The accompanying notes on pages 9 to 60 are an integral part of these consolidated financial statements.



JSC Georgia Capital and Subsidiaries Consolidated Financial Statements

CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2020
(Thousands of Georgian Lari)

31 December 31 December
Notes 2020 2019
Cash flows from operating activities

Revenue received - 1,386,928
Cost of goods sold paid - (896,818)
Net other income received - 7,207
Salaries and other employee benefits paid (7,094) (148,790)
General, administrative and operating expenses paid (5,370) (106,769)
Interest income received 11,590 23,349
Net change in operating assets and liabilities (409) (93)

Net cash flows (used in)/from operating activities before
income tax (1,283) 265,014
Income tax paid (4,082)

Net Cash flow (used in)/from operating activities (1,283) 260,932

Cash flows used in investing activities
Net placement of amounts due from

L (42,354) (16,240)
credit institutions
Loans issued (9,002) (95,108)
Loans repaid 76,309 209,762
Acquisition of subsidiaries, net of cash acquired - (160,348)
Increase of investments in subsidiaties 10 (57,148) -
Repayment of remaining holdback amounts from i (5,876)
previous year acquisitions ’
Purchase of marketable securities (30,527) (81,970)
Proceeds from sale and redemption of marketable securities 82,540 125,534
Purchase of investments in associates 2 - (10,822)
Proceeds from sale of investment properties - 860
Purchase and construction of investment propetties - (13,430)
Proceeds from sale of property and equipment and 1162
intangible assets ’
Purchase of property and equipment - (283,402)
Purchase of intangible assets - (28,740)
Dividends received 10 29,870 24,953
Other investing activities (529) -
Change in investment entity status - (131,520)
Net cash flows from/(used in) investing activities 49,159 (455,185)

The accompanying notes on pages 9 to 60 are an integral part of these consolidated financial statements.



JSC Georgia Capital and Subsidiaries Consolidated Financial Statements

CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)

For the year ended 31 December 2020
(Thousands of Georgian Lari)

31 December 31 December
Notes 2020 2019

Cash flows from financing activities
Proceeds from borrowings 12 - 660,400
Repayment of borrowings 12 - (416,682)
Proceeds from debt securities issued 12 29,830 247,053
Redemption and buyback of debt securities issued 12 - (106,713)
Other purchases of treasury shares 13 (21,180) (80,389)
Dividends paid - (11,405)
Interest paid (53,012) (148,790)
Contributions under share-based payment plan (6,680) (59,180)
Increase in share capital of subsidiaries - 6,216
Purchase of additional interest in existing subsidiaries - (1,615)
Transaction costs incurred in relation to share issuance (596) -
Cash payments for principal portion of lease liability (395) (21,087)
Cash payments for interest portion of the lease liability (35) (6,665)
Net cash (used in)/from financing activities (52,068) 61,143
Effect of exchange rates changes on cash and cash equivalents 4,012 (3,024)
Effect of change in expected credit losses for cash and cash ) i

equivalents

Net decrease in cash and cash equivalents (189) (136,134)
Cash and cash equivalents, beginning of the year 6 117,215 253,349
Cash and cash equivalents, end of the year 6 117,026 117,215

The accompanying notes on pages 9 to 60 are an integral part of these consolidated financial statements.



JSC Georgia Capital and Subsidiaries Notes to Consolidated Financial Statements

(Thousands of Georgian Lari)

Principal Activities

JSC Georgia Capital (“Georgia Capital”) makes up a group of companies (the “Group”), focused on buying, building and
developing businesses in Georgia. The Group currently has six large and investment stage private businesses (i) a healthcare
services business; (i) a water utility business; (iii) a retail (pharmacy) business, (iv) an insurance business (P&C and medical
insurance); (v) a renewable energy business and (vi) an education business; Georgia Capital also holds other small private
businesses across different industries in Georgia, including housing development, hospitality and commercial property
construction and development, wine and beer production, digital, auto service businesses through privately held subsidiaries
and a 19.9% equity stake in LSE premium-listed Bank of Georgia Group PLC (“BoG”), a leading universal bank in Georgia.
On 19 May 2020 Georgia Capital PLC offered to acquire all remaining outstanding shares in Georgia Healthcare Group
PLC, a holding company for healthcate, retail (pharmacy) and medical insurance businesses. On 8 July 2020 GCAP PLC
applied to delist Georgia Healthcare Group from the London Stock Exchange premium listing. Delisting was finalised on
5 August 2020.

Georgia Capital’s registered legal address is Kazbegi street 3-5, Thilisi Georgia.

JSC Georgia Capital was established on 6 August 2015 as a joint stock company (JSC) under the laws of Georgia. As of 31
December 2020 and 31 December 2019, the Group’s ultimate 100% owner was Georgia Capital PLC, a company
incorporated in England and listed on the London Stock Exchange.

Basis of Preparation
General

The consolidated financial statements of JSC Georgia Capital have been prepared in accordance with International Financial
Reporting Standards (‘IFRS’) as issued by the International Accounting Standards Board (IASB).

These financial statements are prepared under the historical cost convention except for financial assets measured at fair
value and investments in subsidiaries held at fair value through profit or loss (FVPL).

The financial statements are presented in thousands of Georgian Lari (“GEL”), unless otherwise indicated.

Investment entity status

On 31 December 2019 Georgia Capital concluded that it met the definition of investment entity as defined in IFRS 10
Consolidated Financial Statements. As per IFRS 10 an investment entity is an entity that:

a) obtains funds from one or more investors for the purpose of providing those investor(s) with investment
management services;

b) commits to its investor(s) that its business purpose is to invest funds solely for returns from capital appreciation,
investment income, or both; and

c) measures and evaluates the performance of substantially all of its investments on a fair value basis.

Financial impact of the change in investment entity status, gain of GEL 588,828, was recorded in 2019. Further details on
financial impact of change in investment entity status and underlying significant judgments are provided in notes 3, 4 and
20, respectively.



JSC Georgia Capital and Subsidiaries Notes to Consolidated Financial Statements

(Thousands of Georgian Lari)

Bases of Preparation (continued)

Going concern

The Board of Directors of Georgia Capital has made an assessment of the Group’s ability to continue as a going concern
and is satisfied that it has the resources to continue in business for a period of at least 12 months from the date of approval
of the consolidated financial statements, i.e. the period ending 31 March 2022. Furthermore, management is not aware of
any material uncertainties that may cast significant doubt upon the Group’s ability to continue as a going concern for the
foreseeable future. Therefore, the consolidated financial statements continue to be prepared on a going concern basis.

The Directors have made an assessment of the appropriateness of the going concern basis of preparation and reviewed
Georgia Capital liquidity outlook for the period ending 31 March 2022, taking into account the impact of the COVID-19
pandemic and considered any potential concerns with respect to the liquidity and recoverability of the Group’s assets as set
out in the financial statements. As a response to the COVID-19 uncertainties, Georgia Capital continues to remain focused
on limiting capital allocations, optimizing operating expenses and cash accumulation and preservation.

Liquidity needs of Georgia Capital during the Going Concern review period mainly comprises of coupon payments on JSC
GCAP Eurobonds and operating costs of running the holding company. The liquidity outlook also assumes dividend
income from the defensive businesses of the group (healthcare, pharmacy, renewable business, water utility and insurance)
and small capital allocations in Investment stage companies (Renewable Energy and Education). Management have
performed a further assessment which demonstrates that, even in a stressed scenario which assumes no dividend inflows
and postponement of the loan repayments from the portfolio businesses that have been most significantly negatively
affected by the COVID-19 whilst retaining forecast capital allocations, the existing cash and highly liquid debt and equity
investment securities will be sufficient to cover the expected cash outflows of JSC GCAP for the Going Concern review
period. Further, Georgia Capital does not have any formal capital or debt commitments to its portfolio companies, with
exception to an 18 million euro financial guarantee issued to a portfolio company, where the management has assessed the
probability of guarantee exercise as remote and has included it in the overall assessment accordingly(note 22). Finally,
Georgia Capital does not have a primary mandate to deploy funds or divest assets within a specific time frame.

Georgia has, so far, managed to effectively deal with the COVID-19 pandemic. The Georgian Government has taken
significant actions at the early stage of COVID-19 outbreak. A large part of Georgia Capital’s portfolio is concentrated
across defensive countercyclical sectors: the water utility and healthcare and pharmacy distribution businesses. Georgia
Capital has adequate liquidity position as at 31 December 2020. On 30 July 2020, GGU (the holding company of water
utility and renewable energy businesses) issued USD 250 million 7.75% 5-year green notes, improving the financial flexibility
of GGU, allowing this business to repay its loans to Georgia Capital and significantly enhancing liquidity profile of the

group.

The management is also satisfied that Georgia Capital’s liquidity forecast is comprehensive considering the novel
coronavirus risk. Due to COVID-19 related uncertainties, which may affect portfolio businesses ability to distribute cash
to Georgia Capital (cither in the form of dividend distribution or repayment of loans from JSC GCAP), management of
Georgia Capital is focused on minimizing capital allocations, applying operating expense optimization plans and preserving
cash, all of which are incorporated into the forecasts, which represents the basis for going concern conclusion.

10



JSC Georgia Capital and Subsidiaries

Notes to Consolidated Financial Statements

(Thousands of Georgian Lari)

Basis of Preparation (continued)

Subsidiaries and associates

The direct and indirect subsidiaries and associates of JSC Georgia Capital as at 31 December 2020 and 31 December 2019

are as follows:

Subsidiaries

= JSC Georgia Real Estate
= m2 Group, LLC

=

=
=

m2 Development, LL.C
Optima ISANI, LLC
Tamarashvili 13, LLC
m2 at Hippodrome, LLC
m?2 Skyline, LLC

m2 at Kazbegi, LLC

m2 at Tamarashvili, LLC
m2 at Nutsubidze, LL.C
M Square Park, LLC
Optima Saburtalo, LLC
m2 at Chavchavadze, LL.C
Land, LL.C

m2 New District, LLC
JSC New Development
Optima, LL.C

BK Construction, LL.C

=  BK Production, LLC

L O R O U A

= Georgia Real Estate Management Group, LLC

=

=

=

=

Amber Group, LLC

= Kakheti Wine and Spa, LL.C
= Gudauri Lodge, LLC

= m2 Mtatsminda, LL.C

= m2 Svaneti, LLC

= m2 Hatsvali, LL.C

= m2 Resort,L1.C

= JSC Litera

Georgia Property Management Group, LL.C

= Vere Real Estate, LL.C

= Caucasus Autohouse, LL.C

Georgia Hotels Management Group, LLC
= m2 LLC

= m2 Kutaisi, LI.C

= m2 at Melikishvili, LLC

= m2 Zugdidi, LLC

Georgia Commercial Assets, LL.C

= Georgia Hospitality Management Group, LL.C

LLC

= Georgia Real Estate Management Group Gudauri,

= JSC Georgian Renewable Power Company

=

=

[

ol

JSC Geohydro

JSC Zoti Hydro

JSC Caucasian Wind Company

JSC Caucasian Solar Company

Bakhvi 2, LL.C

Racha Hydro, LL.C

Hydro S, LLC

Georgia Geothermal Company, LLC

JSC A Group
= JSC Insurance Company Aldagi

=

=

=

=

JSC Insurance Company Tao
Aliance, I.I.C
Auto Way LLC

Insurance Informational Bureau, 1..C

= JSC Carfest

= JSC Greenway Georgia
GreenWash, LI.C

=

Proportion of voting rights

and ordinary share capital
held
31 31
December December Country of Date of Date of
2020 2019 incortporation Address Industry incorp i acquisitic
100.00% 100.00% Georgia Kazbegi street 15, Thilisi Georgia Real estate 27/9/2006 -
100.00% 100.00% Georgia Kazbegi street 15, Thilisi Georgia Real estate 17/8/2015 -
100.00% 100.00% Georgia Kazbegi street 15, Thilisi Georgia Real estate 12/12/2019 -
100.00% 100.00% Georgia 14 2 Moscow ave., Thilisi Real estate 25/7/2014 -
100.00% 100.00% Georgia 13 Tamarashvili Str., Thilisi, 0179 Real estate 3/11/2011 -
100.00% 100.00% Georgia 10 Givi Kartozia st., Thilisi Real estate 6/7/2015 -
100.00% 100.00% Georgia 3 Maro Makashvili st., Thilisi Real estate 23/7/2015 -
100.00% 100.00% Georgia 25 Kazbegi Ave., Thilisi, 0160 Real estate 21/5/2013 -
100.00% 100.00% Georgia 6 Tamarashvili Str., Tbilisi, 0177 Real estate 21/5/2013 -
100.00% 100.00% Georgia 71 Vaja Pshavela Ave., 0186 Real estate 21/5/2013 -
100.00% 100.00% Georgia 1 Marshal Gelovani ave., Thilisi Real estate 15/9/2015 -
100.00% 100.00% Georgia 2 Mikheil Shavishvili st, Thilisi Real estate 15/9/2015 -
100.00% 100.00% Georgia 50 I. Chavchavadze Ave., Thilisi Real estate 5/9/2016 —
100.00% 100.00% Georgia Between university and Kavtaradze st., Tbilisi Real estate 3/10/2014 —
100.00% - Georgia Kazbegi street 15, Thilisi Georgia Real estate 24/1/2020 -
100.00% - Georgia Kazbegi street 15, Thilisi Georgia Real estate 27/1/2020 -
100.00% 100.00% Georgia Kazbegi street 15, Thilisi Georgia Real estate 3/8/2016 -
100.00% 100.00% Georgia 80 Aghmashenebeli ave., Thilisi, 0102 Construction 18/5/2017 2/6/2017
100.00% 100.00% Georgia 80 Aghmashenebeli ave., Thilisi, 0102 Construction 27/6/2019 -
100.00% 100.00% Georgia Kazbegi street 15, Thilisi Georgia Real estate 17/8/2015 -
100.00% 100.00% Georgia Kazbegi street 15, Thilisi Georgia Hospitality 10/12/2019 -
100.00% 100.00% Georgia 80 Aghmashenebeli ave., Thilisi, 0102 Hospitality 23/04/2018 -
100.00% 100.00% Georgia 80 Aghmashenebeli ave., Thilisi, 0102 Hospitality 24/04/2018 -
100.00% 100.00% Georgia 22 Zaal Dumbadze st., Thilisi Hospitality 16/10/2014 26/12/2017
100.00% 100.00% Georgia 80 Aghmashenebeli ave., Thilisi, 0102 Hospitality 14/11/2018 -
100.00% 100.00% Georgia 80 Aghmashenebeli ave., Thilisi, 0102 Hospitality 17/4/2019 -
100.00% 100.00% Georgia 80 Aghmashencbeli ave., Thilisi, 0102 Hospitality 11/2/2019 -
- 50.00% Georgia 80 Aghmashencbeli ave., Thilisi, 0102 Hospitality 4/12/2019 -
100.00% 100.00% Georgia Kazbegi street 15, Thilisi Georgia Property 4/10/2018 -
mﬂﬂﬂngCﬂf
100.00% 100.00% Georgia 80 Aghmashenebeli ave., Thilisi, 0102 Real estate 4/3/2010 6/8/2018
100.00% 100.00% Georgia 29 Ilia chavchavadze Ave., Thilisi, 0105 Real estate 29/3/2011 -
100.00% 100.00% Georgia Kazbegi street 15, Thilisi Georgia Real estate 16/12/2019 -
100.00% 100.00% Georgia 29 Tlia chavchavadze Ave., Thilisi, 0105 Real estate 12/2/2014 —
100.00% 100.00% Georgia 10 Melikishvili ave., Thilisi Real estate 17/5/2017 —
100.00% 100.00% Georgia 10 Melikishvili ave., Thilisi Real estate 17/5/2017 —
100.00% 100.00% Georgia 80 Aghmashenebeli ave., Thilisi, 0102 Real estate 7/11/2018 —
100.00% - Georgia Kazbegi street 15, Thilisi Georgia Real estate 23/12/2020 -
100.00% 100.00% Georgia Kazbegi street 3-5, Thilisi Georgia Real estate 22/8/2018 -
100.00% 100.00% Georgia Georgia, Dusheti region, village Seturebi Real estate 12/5/2019 -
100.00% 65.59% Georgia 79 David Agmashenebeli Ave, 0102, Thilisi Rif‘:g‘r’;tf'e 15/9/2015 -
85.00% 85.00% Georgia 79 D.Agmashencbeli Ave, Thilisi, 0102 Rif‘:g‘r’;tf'e 11/10/2013 -
100.00% 100.00% Georgia 79 D.Agmashenebeli Ave, Thilisi, 0102 RE‘;Z:;IC 20/8/2015 _
100.00% 100.00% Georgia 79 D.Agmashenebeli Ave, Thilisi, 0102 RE‘;Z:;IC 14/9/2016 _
100.00% 100.00% Georgia 79 D.Agmashencbeli Ave, Thilisi, 0102 Rif‘:g‘r’;tf'e 27/10/2016 -
95.00% 95.00% Georgia 10 Medea (Mzia) Jugheli st, Thilisi, 0179 Rif’:g‘r’;tf]e 22/10/2015 8/23/2019
95.00% 95.00% Georgia 10 Medea (Mzia) Jugheli st, Thilisi, 0179 RE‘;Z:;IC 31/10/2019 _
100.00% 100.00% Georgia 10 Medea (Mzia) Jugheli st, Thilisi, 0179 RE‘;Z:;IC 18/1/2019 10/28/2019
100.00% 100.00% Georgia 10 Medea (Mzia) Jugheli st, Thilisi, 0179 R?:;g]e 16/12/2019 -
100.00% 100.00% Georgia 1, Berbuki str., Saburatlo, Thilisi Various 20/9/2018 —
100.00% 100.00% Georgia Old Thilisi, Pushkini str #3, Thbilisi Insurance 31/7/2014 -
100.00% 100.00% Georgia Old Thilisi, Pushkini str #3, Thbilisi Insurance 22/8/2007 21/1/2015
20, Chavchavadze ave., floor 2, Vake- .
0 o 5 > s 7
100.00% 100.00% Georgia Saburtalo, Thilisi Various 3/1/2000 30/4/2012
100.00% 100.00% Georgia 20, Chavchavadze ave., Vake, Thilisi Various 9/8/2004 30/4/2012
Baratashvili bridge underground crossing,
0 o 8 - _
22.50% 22.50% Georgia Mikvati Left Bank, OId ‘Thilisi, Thilisi Insurance 23/7/2007
75.00% 100.00% Georgia 3, Pushkini str., Krtsanisi, Thilisi Leasing 17/11/2017 -
o
100.00% 100.00% Geotgia 6, University str., Vake, Thilisi Vehicle 9/7/2010 1/5/2012
Inspection
75.00% 75.00% Georgia 6, University str., Vake, Thilisi Car Wash 31/8/2018 —
11



JSC Georgia Capital and Subsidiaries

Notes to Consolidated Financial Statements

(Thousands of Georgian Lari)

2.  Basis of Preparation (continued)
Subsidiaries and associates (continued)
Proportion of voting rights
and ordinaty share capital
held
31 31
Subsidiaries December December Country of Date of Date of
2020 2019 incotporation Address Industry p L quisitic
GHG Pf?)zr*gm Healtheare Group Limited (formerly 100.00% 70.63%  United Kingdom 84 Brook Street, London, W1K 5EH Healthcare 27/8/2015 28/8/2015
= JSC Georgia Healthcare Group** 100.00% 70.63% Georgia 142, A. Beliashvili str, Tbilisi Healthcare 29/4/2015 -
. . 9, Anna Politkovskaias Str. Vake-
= JSC Insurance Company Imedi L 100.00% 100.00% Georgia Saburtalo District, Thilisi Insurance 22/6/2007 -
= JSC GEPHA 67.00% 67.00% Georgia 142, A. Beliashvili str, Thilisi Pharmacy and 19/10/1995 4/5/2016
Distribution
= JSC ABC Pharamcia (Armenia) 100.00% 100.00% Armenia Kievyan Str. 2/8, Erevan, Armenia PS?:SECU‘UE‘{ 28/12/2013 6/1/2017
= ABC Pharmalogistics, 1.L.C 100.00% 100.00% Georgia Peikrebi str. 14a, Thilisi, Georgia Pg?:t‘fl:‘;‘t;id 24/2/2004 6/1/2017
= JSC Evex Hospitals 100.00% 100.00% Georgia 142, A. Beliashvili str, Thilisi Healthcare 1/8/2014 1/8/2014
= EVEX-Logistics, LLC 100.00% 100.00% Georgia 142, A. Beliashvili str, Thbilisi Healthcare 13/2/2015 -
= New Clinic, LLC 100.00% 100.00% Georgia 142, A. Beliashvili str, Thilisi Healthcare 3/1/2017 20/7/2017
= Caucasus Medical Center, LLC 99.80% 99.80% Georgia 23, P. Kavtaradze Str., Thilisi Healthcare 12/1/2012 30/6/2015
= JSC Pediatry 100.00% 76.00% Georgia U. Chkeidze str. 10, Thilisi, Georgia Healthcare 5/9/2003 6/7/2016
= JSC Kutaisi County Treatment and 0 o s eoroi o akhichvili < e § X o
Diagnostic Center for Mothers and Children 67.00% 67.00% Georgia Djavakhishvili str. 85, Kutaisi, Georgia Healthcare 5/5/2003 29/11/2011
= I;]‘C lﬁcaflémlclan / Tskhakaia Natmna] 67.00% 67.00% Geotgia A D]avakhlsh\"lh str. 83A, Kutaisi, Healtheare 15/10/2004 20/11/2011
Centre of Intervention Medicine of Western Georgia Georgia
= NCLE Evex Learning Centre 100.00% 100.00% Georgia #83A, Javakhishvili street, Thilisi Other 20/12/2013 20/12/2013
= Emergency Service, LLC 85.00% 85.00% Georgia U. Chkeidze str. 10, Thilisi, Georgia Healthcare 18/6/2013 3/1/2015
= GNCo 10.00% 50.00% Georgia Chavchavadze ave. N 16, Thilisi Healthcare 4/6/2001 5/8/2015
LLC = High Technology Medical Center, 10.00% 100.00% Georgia Tsinandali str. N 9, Thilisi Healthcare 16/4/1999 5/8/2015
. = LLC Nefrology Development 8.00% 80.00% Georgia Tsinandali str. N 9, Thilisi Healthcare 28/9/2010 5/8/2015
Clinic Centre
= JSC Evex Clinics 100.00% 100.00% Georgia 142, A. Beliashvili str, Thilisi Healthcare 1/4/2019 -
= Tskaltubo Regional Hospital, LLC 67.00% 67.00% Georgia 16 Eristavi street, Tskhaltubo Healthcare 29/9/1999 29/11/2011
= LLC Aliance Med 100.00% 100.00% Georgia 142, A. Beliashvili str, Thilisi Healthcare 7/7/2015 20/7/2017
= JSC Polyclinic Vere 97.80% 97.80% Georgia 18-20 Kiacheli str., Thilisi Healthcare 22/11/2013 25/12/2017
= New Dent, LLC 75.00% 75.00% Georgia Vazha Pshavela ave. #40, Thbilisi Healthcare 24/12/2018 -
= JSC Mega-Lab 92.00% 92.00% Georgia Petre Kavtaradze str. 23, Thilisi Healthcare 6/6/2017 -
= JSC Patgeo 100.00% 100.00% Georgia Mukhiani, I1 N ’[r)biurslia’ Building 22, Healthcare 13/1/2010 1/8/2016
= JSC Vabaco 67.00% 67.00% Georgia Bochorishvili str. 37, Thilisi, Georgia Software 9/9/2013 28/9/2018
Development
= JSC Georgian Global Utilities (formerly Georgian 5 5 British Virgin 33 Porter Road, PO Box 3169 PMB o
Global Utilicies, LLC) 100.00% 100.00% Islands 103, Road Town, Tortola Utilities 16/08/2007 31/12/2014
= Georgian Water and Power, LLC 100.00% 100.00% Georgia 33, Kostava st. st Lane, Thilisi Utilities 25/06/1997 31/12/2014
= Rustavi Water, LL.C 100.00% 100.00% Georgia 5, St. Nino St., Rustavi Utilities 31/08/1999 31/12/2014
= Gardabani Sewage Treatment, LLC 100.00% 100.00% Georgia 33, Kostava st. 1st Lane, Thilisi Utilities 20/12/1999 31/12/2014
o = Miskheta Water, LLC (merged with GWP - 100.00% Geotgia Aghmashenebeli St., Mtskheta Utilities 1/9/1999 31/12/2014
= Georgian Engineering and Management o o = coroi o e e R T
Company (GEMC), LLC 100.00% 100.00% Georgia 33, Kostava st. 1st Lane, Thilisi Utilities 20/03/2011 31/12/2014
= JSC Saguramo Energy 100.00% 100.00% Georgia 33, Kostava st. st Lane, Thilisi Utilities 11/12/2008 31/12/2014
= JSC Svaneti Hydro 100.00% 100.00% Geotgia 10 Medea <N'Z‘3)1J7;ghel‘ st, Thilisi, Renewable Energy 6/12/2013 -
= Qartli Wind Farm, LLC 100.00% 100.00% Georgia 10 Medea mz‘gﬁ%ggh“h st, Thilish Renewable Energy 10/9/2012 30/12/2019
g Georgian Energy Trading Company (GETC), 100.00% 100.00% Georgia 10 Medea (Mzia) Jugheli st, Thbilisi, chcwa‘blc Energy 23/4/2019 B
LLC 0179 Sales
= Hydrolea, LLC 100.00% 100.00% Georgia 10 Medea mz‘gﬁ%ggh“h s Thilish, Renewable Encrgy 6/7/2012 28/10/2019
—  Geoenergy, LLC 100.00% 100.00% Georgia 10 Medea <M"3)1J7;ghel‘ st, Thilisi, Renewable Encray 26/1/2012 28/10/2019
= Hydto Georgia, LL.C 100.00% 100.00% Georgia 10 Medea (Mia) Jughel o, Thisl, Renewable Energy 8/5/2012 28/10/2019
= Darchi, LLC 100.00% 100.00% Georgia 10 Medea mz‘gﬁ%ggh“h st Thilis, Renewable Energy 18/11/2013 28/10/2019
=  Kasleti 2, LLC 100.00% 100.00% Georgia 10 Medea mz‘gﬁ%ggh“h st, Thilisi, Renewable Energy 18/11/2013 28/10/2019
. . . - o Beer Production
- Georod verases 0 0 ~cha .
= JSC Georgian Beverages 100.00% 100.00% Georgia 75 Chavchavadze Ave., Thilisi and Distribution 14/11/2016 7/2/2018
= JSC Georgian Beverages Holding 87.39% 86.81% Georgia 8a Petre Melikishvili Ave, Thilisi, 0179 Investment 17/12/2019 -
= JSC Teliani Valley 100.00% 100.00% Georgia 3 Thilisi highway, Telavi. Winery 30/6/2000 28/2/2007
= Teliani Trading (Ukraine), LL.C 100.00% 100.00% Ukraine 18/14 Khvoiki St. Kiev Distribution 3/10/2006 31/12/2007
= Georgia Logistics and Distribution, LLC 100.00% 100.00% Georgia 2 Marshal Gelovani St, Thilisi Distribution 10/1/2006 27/3/2007
=  Le Caucase, LLC 100.00% 100.00% Georgia 2 Marshal Gelovani St, Thilisi Cognac Production 23/9/2006 20/3/2007
= Kupa, LLC 70.00% 70.00% Georgia 3 Thilisi highway, Telavi Oale Basrel 12/10/2006 20/3/2007
Production
Production and
= Global Beer Georgia, LI.C 100.00% 100.00% Georgia Tsilkani, Mtskheta Region, Georgia distribution of 24/12/2014 -
© alcohol and non-
alcohol beverages
= Kindzmarauli Marani, LL.C 100.00% 100.00% Georgia 56 A. Tsereteli Ave., Thbilisi Winery 18/12/2001 25/4/2018
= Alaverdi, LLC 100.00% 100.00% Georgia Chumlaki, Gurjaani Region, Georgia Winery 8/4/2008 19/8/2019
= Global Coffee Georgia, LLC 100.00% 100.00% Georgia 29a Gagarini street, Tbilisi Coffee Distribution 26/12/2016 -
= New Coffee Company, LLC 100.00% 100.00% Georgia Tskneti Highway, Nel6/18, app. 36 Coffee Distribution 23/9/2009 15/2/2017
D,
= Genuine Brewing Company, LL.C 100.00% 100.00% Georgia 7 Kotetishvili st, Thilisi, 0108 Beer Production 7/6/2011 7/2/2018
4 and Distribution
= Craf and Draft, I.I.C 100.00% 100.00% Georgia Tsilkani, Mtskheta Region, Georgia Beer Production 20/2/2019 —
= JSC Artisan Wine and Drinks 100.00% 100.00% Georgia 8a Petre Melikishvili Ave, Thilisi, 0179 Wine distribution 26/8/2019 -
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JSC Georgia Capital and Subsidiaries Notes to Consolidated Financial Statements
(Thousands of Georgian Lari)

2. Basis of Preparation (continued)

Subsidiaries and associates (continued)

Proportion of voting rights
and ordinary share capital

held
31 31
Subsidiaries December December Country of Date of Date of
2020 2019 Incorporation Address Industry (p { acquisitic
= Amboli, LLC 90.00% 80.00% Georgia 24, Leonidze st, Rustavi, Georgia Car Services 13/8/2004 25/6/2019
= Redberry, LLC 60.00% 60.00% Georgia 9, Tashkenti st, Thilisi, Georgia Digital Services 29/8/2014 1/5/2019
= Lunchoba, LLC 60.00% 60.00% Georgia 2 ““tS“b‘dz,;éi\]'js‘i\h“”’d‘mc“ Catering Services 8/10/2018 -
= Shabatoba, LLC 100.00% . Georgia § Zurab Sakg‘s‘l‘i‘l{:‘ st, Thilisi, Delivery Services 2/6/2020 -
- &
= JSC Carfest 25.00% 100.00% Georgia 3, Pushkini str., Krtsanisi, Thilisi Leasing 17/11/2017 -
Excess liquidity
= GCMF, LLC 100.00% 100.00% Georgia 8a Petre Melikishvili Ave, Thilisi, 0179 management 2/5/2019 -
cornpany
G(?L,) Georgian Wind Company, LLC (merged with ]SC - 100.00% Geotgia 8a Petre Melikishvili Ave, Thilisi, 0179 Renewable Energy 18/6/2019 -
G(?L,) Georgia Energy Holding, LLC (merged with JSC E 100.00% Geotgia 8a Petre Melikishvili Ave, Thilisi, 0179 Renewable Energy 26/9/2019 -
= Georgia Education Group, LL.C 100.00% 100.00% Georgia 8a Petre Melikishvili Ave, Thbilisi, 0179 Education 16/7/2019 -
= Green School, LL.C 90.00% 90.00% Georgia 8a Petre Melikishvili Ave, Thilisi, 0179 Education 21/10/2019 -
. . Didube-Chughureti / Dighomi massive . .
» 5 S coroia ughure s {duca
= Thilisi Green School, LL.C 80.00% 80.00% Georgia IV, Building 5A, Apartment 33 Education 7/6/2011 22/8/2019
= Buckswood International School - Thilisi, I.L.C 80.00% 80.00% Georgia 2, Dolidze str, Thilisi Education 24/8/2005 29/7/2019
= Sakhli Tsknetshi, LL.C 100.00% 100.00% Georgia Tskneti, Vake region, Thilis Education 1/5/2005 -
= British Georgian Academy, LLC 70.00% 70.00% Georgia 17, Leo Kvachadze str, Thilisi Education 3/2/2006 23/7/2019
T NNLE British International School of 100.00% 100.00% Geotgia 17, Leo Kvachadze str, Thilisi Education 3/2/2015 -
e = British International School of Thilisi 100.00% 100.00% Georgia 17, Leo Kvachadze str, Thilisi Education 5/9/2019 -
= JSC Liberty Consumer 77.23% 75.10% Georgia 74a Chavchavadze Ave, Thilisi, 0162 Investments 24/5/2006 -
= JSC Intertour 99.94% 99.94% Georgia 49a, Chavchavadze Ave, Thilisi, 0162 Travel agency 29/3/1996 25/4/2006
= JSC Oncloud 100.00% - Georgia 8a Petre Melikishvili Ave, Thilisi, 0179 Digital Services 28/2/2020 -
Proportion of voting rights
and ordinary share capital
held
31 31
Associates December December Country of Date of Date of
2020 2019 incorporation Address Industry incorp i quisitic
#5 Clinic hospital, LLC . 35.00% Georgia Tembst, Xlmer, Block 1, N/AT, Healthcare 16/9/1999 4/5/2016
Ytong Capital, LLC 28.90% 28.90% Georgia 15, Kipshidze str, Thbilisi, Georgia Production 6/3/2015 30/10/2019
JSC Isani Parki 6.00% 6.00% Georgia Kakheti Highway, Isani, Thilisi Real estate 18/12/2017 —

*On 30 October 2019 one of the Group’s wholly owned subsidiaries — ]SC Georgia Real Estate (formerly |SC m2 Real Estate) acquired
28.9% equity investment in Y tong Capital ILC. Total consideration paid was GEL 10,822.

** As at 31 December 2020 the Group holds 100% investment in GHG directly throngh an entity based in Georgia — |SC Georgia
Healtheare Group. As at 31 December 2019 the Group’s 70.63% investment in GHG was owned through a UK based entity — Georgia
Healtheare Group PLC.
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JSC Georgia Capital and Subsidiaries Notes to Consolidated Financial Statements

(Thousands of Georgian Lari)

Summary of significant accounting policies

The following are the significant accounting policies applied by the Group in preparing its consolidated financial statements:

Change in basis of accounting

IFRS 10 Consolidated Financial Statements

Following the change in investment entity status on 31 December 2019 (Note 2), the Group de-consolidated its subsidiaries
and recognised them as investments in subsidiaries at their fair value as at 31 December 2019, with the difference of GEL
588,828 recognized in profit or loss for the period.

Fair value measurement

The Group measures financial instruments, such as debt securities owned, equity investments, derivatives, investments in
subsidiaries (starting from 31 December 2019) and non-financial assets such as investment properties at fair value at each
balance sheet date. Also, fair values of financial instrtuments measured at amortised cost are disclosed in note 20.

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 fair value measurement is based on the presumption that the transaction
to sell the asset or transfer the liability takes place either:

. In the principal market for the asset or liability; or

. In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible by the Group. The fair value of an asset or a liability is
measured using the assumptions that market participants would use when pricing the asset or liability, assuming that market
participants act in their economic best interest. A fair value measurement of a non-financial asset takes into account a market
patticipant's ability to generate economic benefits by using the asset in its highest and best use or by selling it to another
market participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available
to measure fair value, maximising the use of relevant observable inputs and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the consolidated financial statements are categorized
within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair value
measurement as a whole:

. Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities;

. Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is
directly or indirectly observable;

. Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is
unobsetvable.

For assets and liabilities that are recognised in the consolidated financial statements on a recurring basis, the Group
determines whether transfers have occurred between Levels in the hierarchy by re-assessing categorization (based on the
lowest level input that is significant to the fair value measurement as a whole) at the end of each reporting period.

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand and amounts due from credit institutions that mature within ninety days
of the date of contract origination and are free from contractual encumbrances and readily convertible to known amount
of cash.
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JSC Georgia Capital and Subsidiaries Notes to Consolidated Financial Statements

(Thousands of Georgian Lari)

Summary of significant accounting policies (continued)

Financial assets
Initial recognition

Financial assets in the scope of IFRS 9 are classified at initial recognition, as subsequently measured at amortised cost, fair
value through other comprehensive income (OCI), 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 Group’s business model for managing them. With the exception of trade receivables that do not contain a significant
financing component or for which the Group has applied the practical expedient, the Group 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 Group 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 Group’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.

Date of recognition

All regular way purchases and sales of financial assets are recognised on the trade date i.e. the date that the Group commits
to purchase or sell the asset. Regular way purchases or sales are purchases or sales of financial assets that require delivery
of assets within the period generally established by regulation or convention in the marketplace.

Subsequent measurement

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

. Financial assets at amortised cost (cash and cash equivalents, amounts due from credit institutions)
. 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 (currently Group does not have instruments classified under this category)
. Financial assets at fair value through profit or loss (investment in subsidiaries)

Financial assets at amortised cost

The Group 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 recognised in profit or loss when the asset is derecognised, modified or impaired.

The Group’s financial assets at amortised cost includes cash and cash equivalents and amounts due from credit institutions.
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JSC Georgia Capital and Subsidiaries Notes to Consolidated Financial Statements

(Thousands of Georgian Lari)

Summary of Significant Accounting Policies (continued)
Financial assets (continued)

Financial assets at fair value throngh OCI (debt instruments)

The Group measures debt instruments at fair value through OCI if both of the following conditions are met:

. The financial asset is held within a business model with the objective of both holding to collect contractual cash
flows and selling

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

For debt instruments at fair value through OCI, interest income, foreign exchange revaluation and impairment losses or
reversals are recognised in the statement of profit or loss and computed in the same manner as for financial assets measured
at amortised cost. The remaining fair value changes are recognised in OCI. Upon derecognition, the cumulative fair value
change recognised in OCI is recycled to profit or loss.

The Group’s debt instruments at fair value through OCI includes investments in quoted debt instruments included under
debt securities owned.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include subsidiaries, associates and joint ventures measured at fair value
through profit or loss, financial assets held for trading, financial assets designated upon initial recognition at fair value
through profit or loss, or financial assets mandatorily required to be measured at fair value. Financial assets are classified as
held for trading if they are acquired for the purpose of selling or repurchasing in the near term. Derivatives, including
separated embedded detivatives, are also classified as held for trading unless they are designated as effective hedging
instruments. Financial assets with cash flows that are not solely payments of principal and interest are classified and
measured at fair value through profit or loss, irrespective of the business model. Notwithstanding the criteria for debt
instruments to be classified at amortised cost or at fair value through OCI, as described above, debt instruments may be
designated at fair value through profit or loss on initial recognition if doing so eliminates, or significantly reduces, an
accounting mismatch.

Financial assets at fair value through profit or loss are carried in the statement of financial position at fair value with net
changes in fair value recognised in the statement of profit or loss. This category includes derivative instruments and
investments in investments in subsidiaries and associates.

Investment in subsidiaries: in accordance with the exception under IFRS 10, the Group does not consolidate subsidiaries
in the financial statements unless the subsidiary is not itself an investment entity and its main purpose and activities are
providing services that relate to the Group’s investment activities. The Group measures unconsolidated subsidiaries
(including loans to subsidiaries) at FVPL.

Investment in associates: In accordance with the exemption in IAS 28 Investments in Associates and Joint Ventures, the
Group does not account for its investments in associates using the equity method. Instead, the Group measures its
investments in associates at FVPL.

Loans to subsidiaries are measured at FVPL in accordance with IFRS 9 as the loans are held within a business model with
the objective other than held to collect contractual cash flows or held both to collect contractual cash flows and to sell
financial assets

A derivative embedded in a hybrid contract, with a financial liability or non-financial host, is separated from the host and
accounted for as a separate derivative if: the economic characteristics and risks are not closely related to the host; a separate
instrument with the same terms as the embedded derivative would meet the definition of a derivative; and the hybrid
contract is not measured at fair value through profit or loss. Embedded derivatives are measured at fair value with changes
in fair value recognised in profit or loss. Reassessment only occurs if there is either a change in the terms of the contract
that significantly modifies the cash flows that would otherwise be required or a reclassification of a financial asset out of the
fair value through profit or loss category.
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JSC Georgia Capital and Subsidiaries Notes to Consolidated Financial Statements

(Thousands of Georgian Lari)

Summary of Significant Accounting Policies (continued)

Financial assets (continued)
Financial assets at fair value throngh profit or loss (continued)

A derivative embedded within a hybrid contract containing a financial asset host is not accounted for separately. The
financial asset host together with the embedded derivative is required to be classified in its entirety as a financial asset at fair
value through profit or loss.

Impairment of financial assets

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

The Group considers a financial asset in default when contractual payments are 90 days past due. However, in certain cases,
the Group may also consider a financial asset to be in default when internal or external information indicates that the Group
is unlikely to receive the outstanding contractual amounts in full before taking into account any credit enhancements held
by the Group. A financial asset is written off when there is no reasonable expectation of recovering the contractual cash
flows. Subsequent recoveries of amounts previously written off decrease the charge for impairment of financial assets in
the consolidated profit or loss.

Derecognition of financial assets and liabilities
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
derecognised (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 Group 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 Group has transferred substantially all the risks and rewards of the asset, or (b) the Group has neither transferred
nor retained substantially all the risks and rewards of the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of ownership. When it has neither
transferred nor retained substantially all of the risks and rewards of the asset, nor transferred control of the asset, the Group
continues to recognise the transferred asset to the extent of its continuing involvement. In that case, the Group also
recognises an associated liability. The transferred asset and the associated liability are measured on a basis that reflects the
rights and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of the original
carrying amount of the asset and the maximum amount of consideration that the Group could be required to repay.
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JSC Georgia Capital and Subsidiaries Notes to Consolidated Financial Statements

(Thousands of Georgian Lari)

Summary of Significant Accounting Policies (continued)
Derecognition of financial assets and liabilities (continued)

Financial liabilities
A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.

Where 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 a derecognition of the
original liability and the recognition of a new liability, and the difference in the respective carrying amounts is recognised in
the consolidated income statement.

Financial liabilities

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, including financial guarantees, are recognised initially at fair value and, in the case of loans and
borrowings and payables, net of directly attributable transaction costs.

Liability under guarantee is measured at the higher of 1) The amount of loss allowance determined in accordance with the
impairment requirements of IFRS 9; and 2) The amount initially recognized less, where appropriate, camulative amortization
recognized in accordance with IFRS 15.The premium received is recognized in the income statement on a straight-line basis
over the life of the guarantee.

Debt securities issued

Debt securities issued are initially recognised at fair value of the consideration received less directly attributable transaction
costs. After initial recognition, debt securities issued are subsequently measured at amortised cost using the effective interest
method. Gains and losses are recognised in the consolidated income statement when borrowings are derecognised as well
as through the amortisation process.

Offsetting

Financial assets and liabilities are offset and the net amount is reported in the consolidated statement of financial position
when there is a legally enforceable right to set off the recognised amounts and there is an intention to settle on a net basis,
or to realise the asset and settle the liability simultaneously.

Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of past events, and it is
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable
estimate of the amount of obligation can be made.

Contingencies

Contingent liabilities are not recognised in the consolidated statement of financial position but are disclosed unless the
possibility of any outflow in settlement is remote. A contingent asset is not recognized in the consolidated statement of
financial position but disclosed when an inflow of economic benefits is probable.

Share-based payment transactions

Employees (including senior executives) of the Group receive share-based remuneration, whereby they render services and
receive equity instruments of Georgia Capital PLC (‘equity settled transactions’) as consideration for the services provided.
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JSC Georgia Capital and Subsidiaries Notes to Consolidated Financial Statements

(Thousands of Georgian Lari)

Summary of Significant Accounting Policies (continued)
Share-based payment transactions (continued)

Equity-settled transactions

The cost of equity settled transactions with employees is measured by reference to the fair value of shares at the grant date.

The cost of equity settled transactions is recognised together with the corresponding increase in equity, over the period in
which the performance and/or setvice conditions are fulfilled, ending on the date when the relevant employee is fully
entitled to the award (‘the vesting date’). The cumulative expense recognised for equity settled transactions at each reporting
date until the vesting date reflects the extent to which the vesting period has expired and the Group’s best estimate of the
number of equity instruments that will ultimately vest. The consolidated income statement charge or credit for the period
represents the movement in cumulative expense recognised as at the beginning and end of that period.

No expense is recognised for the awards that do not ultimately vest except for the awards where vesting is conditional upon
market conditions which are treated as vesting irrespective of whether the market condition is satisfied, provided that all
other performance conditions are satisfied.

Where the terms of an equity settled award are modified, the minimum expense is recognised as if the terms had not been
modified. An additional expense is recognised for any modification which increases the total fair value of the share-based
payment arrangement, or is otherwise beneficial to the employee as measured at the date of the modification.

Where an equity-settled award is cancelled, it is treated as if it has vested on the date of cancellation, and any expense not
yet recognised for the award is recognised immediately. However, if a new award is substituted for the cancelled award, and
designated as the replacement award on the date that it is granted, the cancelled and the new awards are treated as if they
were a modification of the original award, as described in the previous paragraph.

Share capital
Share capital

Ordinary shares are classified as equity. External costs directly attributable to the issue of new shares, other than on a
business combination, are shown as a deduction from the proceeds in equity. Any excess of the fair value of consideration
received over the par value of shares issued is recognised as additional paid-in capital.

Treasury shares

When the Group purchases shares of Georgia Capital or Georgia Capital PLC, the consideration paid, including any
attributable transaction costs, net of income taxes, is deducted from total equity as treasury shares until they are cancelled
or reissued. Where such shares are subsequently sold or reissued, any consideration received is included in equity. Treasury
shares are stated at par value, with adjustment of premiums against additional paid in capital.

Dividends

Dividends are recognised as a liability and deducted from equity at the reporting date only if they are declared before or on
the reporting date. Dividends are disclosed when they are proposed before the reporting date or proposed or declared after
the reporting date but before the consolidated financial statements are authorised for issue. All expenses associated with
dividend distribution are added to dividend amount and recorded directly through equity.

Dividend income

Dividend revenue is recognised when the Group’s right to receive the payment is established. Dividend revenue is presented
gross of any non-recoverable withholding taxes, which are disclosed separately in the statement of comprehensive income.
Dividend expense relating to equity securities sold short is recognised when the shareholders’ right to receive the payment
is established.

Net gain or loss on financial assets and liabilities at fair value through profit or loss
Net gains or losses on financial assets and liabilities at FVPL are changes in the fair value of equity investment at fair value,

financial assets and liabilities held for trading or designated upon initial recognition as at FVPL and exclude interest and
dividend income and expenses.
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Non-recurring items

The Group separately classifies and discloses those income and expenses that are non-recurring by nature. The Group
defines non-recurring income or expense as an income or expense triggered by or originated from an economic, business
or financial event that is not inherent to the regular and ordinary business course of the Group and is caused by uncertain
or unpredictable external factors that cannot be reasonably expected to occur in the future and thus they should not be
taken into account when making projections of the future results.

Taxation

The current income tax expense is calculated in accordance with the regulations in force in the respective territories in which
the Group and its subsidiaries operate.

The annual profit earned by entities is not taxed in Georgia, except for insurance companies and banks. Corporate income
tax is paid on dividends, donations, abnormal losses, non-business related disbursements, etc. The corporate income tax
arising from the payment of dividends is accounted for as a liability and expensed in the period in which dividends are
declared, regardless of the actual payment date or the period for which the dividends are paid. The corporate income tax
rate is 15% in Georgia.

Georgia also has various operating taxes that are assessed on the Group’s activities. These taxes are included as a component
of general and administrative expenses.

Functional, presentation currencies and foreign currency translation

The consolidated financial statements are presented in Georgian Lari, which is the Group’s presentation currency. Each
entity in the Group determines its own functional currency and items included in the consolidated financial statements of
each entity are measured using that functional currency. Transactions in foreign currencies are initially recorded in the
functional currency, converted at the rate of exchange ruling at the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies ate retranslated into functional currency at functional currency rate of exchange ruling
at the reporting date. Gains and losses resulting from the translation of foreign currency transactions are recognised in the
consolidated income statement as net foreign currency gain (loss). Non-monetary items that are measured in terms of
historical cost in a foreign currency are translated using the exchange rates as at the dates of the initial transactions. Non-
monetary items measured at fair value in a foreign currency are translated using the exchange rates at the date when the fair
value was determined. When a gain or loss on a non-monetary item is recognised in other comprehensive income, any
exchange component of that gain or loss is recognised in other comprehensive income. Conversely, when a gain or loss on
a non-monetary item is recognised in profit or loss, any exchange component of that gain or loss is recognised in profit or
loss.

Differences between the contractual exchange rate of a certain transaction and the National Bank of Georgia (“NBG”)
exchange rate on the date of the transaction are included in Net foreign currency gain (loss). The official NBG exchange
rates at 31 December 2020 and 31 December 2019 were as follows:

Lari to GBP Lari to USD Lari to EUR
31 December 2020 4.4529 3.2766 4.0233
31 December 2019 3.7593 2.8677 3.2095
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Policies applied up to 31 December 2019

Basis of consolidation

Starting from 31 December 2019, Georgia Capital’s status has been changed to investment entity. As the result, it measures
investments in subsidiaries at fair value rather than consolidating them. Investments in subsidiaries are measured at fair
value through profit or loss in accordance with IFRS 9.

The consolidated financial statements comprise the financial statements of the Group and its subsidiaries as at 31 December
2019. The Group consolidates a subsidiary when it controls it. Control is achieved when the Group is exposed, or has rights,
to variable returns from its involvement with the investee and has the ability to affect those returns through its power over
the investee. Specifically, the Group controls an investee if and only if the Group has:

e power over the investee (i.e. existing rights that give it the current ability to direct the relevant activities of the

investee);
e exposure, or rights, to variable returns from its involvement with the investee; and
e the ability to use its power over the investee to affect its returns.

When the Group has less than a majority of the voting or similar rights of an investee, the Group considers all relevant facts
and circumstances in assessing whether it has power over an investee, including:

¢ The contractual arrangement with the other vote holders of the investee;

¢ Rights arising from other contractual arrangements; and

e The Group’s voting rights and potential voting rights.

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there are changes to
one or more of the three elements of control. Consolidation of a subsidiary begins when the Group obtains control over
the subsidiary and ceases when the Group loses control of the subsidiary. Income and expenses of a subsidiary acquired or
disposed of during the year are included in the statement of comprehensive income from the date the Group gains control
until the date the Group ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income are attributed to the equity holders of the parent of the
Group and to the non-controlling interests, even if this results in the non-controlling interests having a deficit balance.
When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies into line
with the Group’s accounting policies. All intra-group assets and liabilities, equity, income, expenses and cash flows relating
to transactions between members of the Group are eliminated in full on consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction. If
the Group loses control over a subsidiaty, it:

. Derecognises the assets (including goodwill) and Liabilities of the subsidiary

. Derecognises the carrying amount of any non-controlling interests

. Derecognises the cumulative translation differences recorded in equity

. Recognises the fair value of the consideration received

. Recognises the fair value of any investment retained

. Recognises any surplus or deficit in profit or loss

. Reclassifies the parent’s share of components previously recognised in other comprehensive income to profit or loss
or retained earnings, as appropriate, as would be required if the Group had directly disposed of the related assets or
liabilities

Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as the
aggregate of the consideration transferred measured at acquisition date fair value and the amount of any non-controlling
interests in the acquiree. For each business combination, the Group elects whether to measure the non-controlling interests
in the acquiree at fair value or at the proportionate share of the acquiree’s identifiable net assets and other components of
non-controlling interests at their acquisition date fair values. Acquisition-related costs are expensed as incurred and included
in administrative expenses.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate classification and
designation in accordance with the contractual terms, economic circumstances and pertinent conditions as at the acquisition
date. This includes the separation of embedded derivatives in host contracts by the acquiree.
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Policies applied up to 31 December 2019 (continued)

Business combinations and goodwill (continued)

If the business combination is achieved in stages, any previously held equity interest is re-measured at its acquisition date
fair value and any resulting gain or loss is recognised in profit or loss. It is then considered in the determination of goodwill.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the acquisition date.
Contingent consideration classified as an asset or liability that is a financial instrument and within the scope of IFRS 9,
Financial Instruments is measured at fair value with changes in fair value recognised either in the statement of profit or loss
or as a change to other comprehensive income. If the contingent consideration is not within the scope of IFRS 9, it is
measured in accordance with the appropriate IFRS. Contingent consideration that is classified as equity is not re-measured
and subsequent settlement is accounted for within equity.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred and the amount
recognised for non-controlling interests, and any previous interest held, over the net identifiable assets acquired and liabilities
assumed. If the fair value of the net assets acquired is in excess of the aggregate consideration transferred, the Group re-
assesses whether it has correctly identified all of the assets acquired and all of the liabilities assumed and reviews the
procedures used to measure the amounts to be recognised at the acquisition date. If the re-assessment still results in an
excess of the fair value of net assets acquired over the aggregate consideration transferred, then the gain is recognised in
profit or loss.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the purpose of
impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to each of the
Group’s cash-generating units that are expected to benefit from the combination, irrespective of whether other assets or
liabilities of the acquiree are assigned to those units.

Where goodwill has been allocated to a cash-generating unit and part of the operation within that unit is disposed of, the
goodwill associated with the disposed operation is included in the carrying amount of the operation when determining the
gain or loss on disposal. Goodwill disposed in these circumstances is measured based on the relative values of the disposed
operation and the portion of the cash-generating unit retained.

Business combination undetr common control

The business combinations under common control are accounted for using pooling of interest method with restatement of
petiods prior to the combination under common control.

The assets and liabilities acquired are recognized at carrying amounts to reflect the combination as if it had occurred from
the beginning of the earliest period presented and no adjustments are made to reflect fair values at the date of combination.
The difference between consideration transferred and net assets acquired is recorded as an adjustment to the equity. No
goodwill is recognized as a result of business combination under common control.

Investments in associates and joint ventures

Associates are entities in which the Group generally has between 20% and 50% of the voting rights, or is otherwise able to
exercise significant influence, but which it does not control or jointly control.

A joint venture is a type of joint arrangement whereby the parties that have joint control of the arrangement have rights to
the net assets of the joint venture. Joint control is the contractually agreed sharing of control of an arrangement, which
exists only when decisions about the relevant activities require the unanimous consent of the parties sharing control.

Investments in associates and joint ventures are accounted for under the equity method and are initially recognised at cost,
including goodwill. Subsequent changes in the carrying value reflect the post-acquisition changes in the Group’s share of
net assets of the associate or joint venture. The Group’s share of its associates’ and joint ventures’ profits or losses is
recognised in the consolidated income statement, and its share of movements in reserves is recognised in other
comprehensive income. However, when the Group’s share of losses in an associate or joint venture equals or exceeds its
interest in the associate or joint venture, the Group does not recognise further losses, unless the Group is obliged to make
further payments to, or on behalf of, the associate or joint venture.
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Policies applied up to 31 December 2019 (continued)
Investments in associates and joint ventures (continued)

Unrealised gains on transactions between the Group and its associates and joint ventures are eliminated to the extent of the
Group's interest in the associates and joint ventures; unrealised losses ate also eliminated unless the transaction provides
evidence of an impairment of the asset transferred. The Group is considered an organization similar to a venture fund.
When the Group acquires an associate, at initial recognition, the Group makes an irrevocable choice to measure investment
in associate under the equity method or at fair value through profit or loss under IFRS 9.

Non-current assets held for sale and discontinued operations

The Group classifies non-current assets and disposal groups as held for sale if their carrying amounts will be recovered
principally through a sale transaction rather than through continuing use. Non-current assets and disposal groups classified
as held for sale are measured at the lower of their carrying amount and fair value less costs to sell. Costs to sell are the
incremental costs directly attributable to the disposal of an asset (disposal group), excluding finance costs and income tax
expense.

The criteria for held for sale classification is regarded as met only when the sale is highly probable and the asset or disposal
group is available for immediate sale in its present condition. Actions required to complete the sale should indicate that it is
unlikely that significant changes to the sale will be made or that the decision to sell will be withdrawn. Management must
be committed to the plan to sell the asset and the sale expected to be completed within one year from the date of the
classification.

Property, plant and equipment and intangible assets are not depreciated or amortised once classified as held for sale.

Assets and liabilities classified as held for sale are presented separately from other assets and liabilities in the statement of
financial position.

A disposal group qualifies as discontinued operation if it is a component of an entity that either has been disposed of, or is
classified as held for sale, and:

. Represents a separate major line of business or geographical area of operations

. is part of a single co-ordinated plan to dispose of a separate major line of business or geographical area of operations
of;

. is a subsidiary acquired exclusively with a view to resale

Discontinued operations are excluded from the results of continuing operations and are presented as a single amount as
profit or loss after tax from discontinued operations in the statement of profit or loss. Net cash flows attributable to the
operating, investing and financing activities of discontinued operations are presented separately in the statement of cash
flows.

The asset or disposal group ceases to be classified as held for sale if the criteria for classification are no longer met. Non-
current asset or disposal group that ceased to be classified as held for sale is measured at the lower of (a) carrying amount
before the asset or disposal group was classified as held for sale, adjusted for any depreciation, amortisation or revaluations
that would have been recognised had the asset or disposal group not been classified as held for sale, and (b) recoverable
amount at the date of the subsequent decision not to sell. Any adjustment to carrying amount of non-current asset that
ceases to be classified as held for sale is recognized in income statement in the period in which criteria for held for sale
classification are no longer met. Financial statements for the periods since classification as held for sale are amended
accordingly if the disposal group that ceases to be classified as held for sale is a subsidiary, joint operation, joint venture,
associate, or a portion of an interest in a joint venture or an associate.

The results of operations of the component previously presented in discontinued operations is reclassified and included in
income from continuing operations for all periods presented. Amounts presented for non-current assets or for the assets
and liabilities of disposal groups classified as held for sale in the statements of financial position for prior periods are not
reclassified to reflect the classification in the statement of financial position for the latest period presented.
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Borrowing costs

Borrowing costs comprise interest expense calculated using the effective interest method and exchange differences arising
from foreign currency borrowings to the extent they are regarded as an adjustment to interest costs. Borrowing costs directly
attributable to the acquisition, construction or production of an asset that necessarily takes a substantial petiod of time to
get ready for its intended use or sale are capitalised as part of the cost of such asset. All other borrowing costs are expensed
in the year in which they occur.

Insurance and reinsurance receivables

Insurance and reinsurance receivables are recognised based upon insurance policy terms and measured at cost. The carrying
value of insurance and reinsurance receivables is reviewed for impairment whenever events or circumstances indicate that
the carrying amount may not be recoverable, with any impairment loss recorded in the consolidated statement of income.

Reinsurance receivables, included in other assets, primarily comprise of balances due from both insurance and reinsurance
companies for ceded insurance liabilities. Premiums on reinsurance assumed are recognised as revenue in the same manner
as they would be if the reinsurance were considered direct business, taking into account the product classification of the
reinsured business. Amounts due to reinsurers are estimated in a manner consistent with the associated reinsured policies
and in accordance with the reinsurance contract. Premiums ceded and claims reimbursed are presented on a gross basis.

An impairment review is performed on all reinsurance assets when an indication of impairment occurs. Reinsurance
receivables are impaired only if there is objective evidence that the Group may not receive all amounts due to it under the
terms of the contract that this can be measured reliably.

Insurance liabilities
General insurance liabilities

General insurance contract liabilities are based on the estimated ultimate cost of all claims incurred but not settled at the
reporting date, whether reported or not, together with related claims handling costs and reduction for the expected value
of salvage and other recoveries. Significant delays can be experienced in the notification and settlement of certain types of
general insurance claims, particularly in respect of liability business, environmental and pollution exposures — therefore the
ultimate cost of which cannot be known with certainty at the reporting date.

Provision for unearned preminms

The proportion of written premiums, gross of commission payable to intermediaries, attributable to subsequent periods is
deferred as unearned premium. The change in the provision for unearned premium is taken to the consolidated income
statement in order that revenue is recognised over the period of risk or, for annuities, the amount of expected future benefit
payments.

Liability adeqnacy test

At each reporting date, a liability adequacy test is performed, to ensure the adequacy of unearned premiums net of related
deferred acquisition costs. In performing the test, current best estimates of future contractual cash flows, claims handling
and policy administration expenses, as well as investment income from assets backing such liabilities, are used. Any
inadequacy is immediately charged to the consolidated income statement by establishing an unexpired risk provision.

Deferred acquisition costs

Deferred acquisition costs (“DAC”), included in insurance premiums receivable, are capitalised costs related to the
issuance of insurance policies. They consist of commissions paid to agents, brokers and some employees. They are

amortised on a straight-line basis over the life of the contract.

Investment properties

Investment property is a land or building or a part of a building held to earn rental income or for capital appreciation
purposes and which is not used by the Group or held for sale in the ordinary course of business. Property that is under
construction, is being developed or redeveloped for future use as an investment property is also classified as an investment

property.
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Investment properties (continued)

Investment property is initially recognized at cost, including transaction costs, and subsequently remeasured at fair value
reflecting market conditions at the end of the reporting period. Fair value of the Group’s investment property is determined
on the basis of various sources including reports of independent appraisers, who hold a recognized and relevant professional
qualifications and who have recent experience in valuation of property of similar location and category. Gains and losses
resulting from changes in the fair value of investment property are recorded in the income statement in the period in which
they arise.

Subsequent expenditure is capitalized only when it is probable that future economic benefits associated with it will flow to
the Group and the cost can be measured reliably. All other repairs and maintenance costs are expensed when incurred. If
an investment property becomes owner-occupied, it is reclassified to property and equipment, and its carrying amount at
the date of reclassification becomes its deemed cost to be subsequently depreciated.

Investment properties are derecognized either when they have been disposed of or they are permanently withdrawn from
use and no future economic benefit is expected from their disposal. The difference between the net disposal proceeds and
the carrying amount of the asset is recognised in the consolidated income statement in the period of derecognition.

Property and equipment
Property and equipment is catried at cost less accumulated depreciation and any accumulated impairment in value. Such

cost includes the cost of replacing part of the equipment when that cost is incurred if the recognition criteria are met.

The carrying values of property and equipment are reviewed for impairment when events or changes in circumstances
indicate that the carrying value may not be recoverable.

Depreciation of an asset commences from the date the asset is ready and available for use. Depreciation is calculated on a
straight-line basis over the following estimated useful lives:

Years
Office buildings ~ Uptol100
Hospitals and clinics 100
Hotels Up to 100
Infrastructure assets 10-40
Factory and equipment 7-30
Furniture and fixtures 10
Computers and equipment 5-10
Motor vehicles 5

The asset’s residual values, useful lives and methods are reviewed, and adjusted as appropriate, at each financial year-end.

Assets under construction are stated at cost and are not depreciated until the time they are available for use and reclassified
to respective group of property and equipment.

Leasehold improvements are depreciated over the life of the related leased asset or the expected lease term if lower.

Costs related to repairs and renewals are charged when incurred and included in other operating expenses, unless they
qualify for capitalization.

Leases (IAS 17, applied until 1 January 2019)

The determination of whether an arrangement is (or contains) a lease is based on the substance of the arrangement at the
inception of the lease. The arrangement is, or contains, a lease if fulfilment of the arrangement is dependent on the use of
a specific asset (or assets) and the arrangement conveys a right to use the asset (or assets), even if that asset is (or those
assets are) not explicitly specified in an arrangement.
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Leases (IAS 17, applied until 1 January 2019) (continued)
Group as a lessee

A lease is classified at the inception date as a finance lease or an operating lease. A lease that transfers substantially all the
risks and rewards incidental to ownership to the Group is classified as a finance lease.

Finance leases are capitalised at the commencement of the lease at the inception date fair value of the leased property or, if
lower, at the present value of the minimum lease payments. Lease payments are apportioned between finance charges and
reduction of the lease liability so as to achieve a constant rate of interest on the remaining balance of the liability. Finance
charges are recognised in finance costs in the statement of profit or loss.

A leased asset is depreciated over the useful life of the asset. However, if there is no reasonable certainty that the Group
will obtain ownership by the end of the lease term, the asset is depreciated over the shorter of the estimated useful life of
the asset and the lease term. An operating lease is a lease other than a finance lease.

Operating lease payments are recognised as an operating expense in the statement of profit or loss on a straight-line basis
over the lease term.

Group as a lessor

Leases in which the Group does not transfer substantially all the risks and rewards of ownership of an asset are classified as
operating leases. Rental income arising is accounted for on a straight-line basis over the lease terms and is included in
revenue in the statement of profit or loss due to its operating nature. Initial direct costs incurred in negotiating and arranging
an operating lease are added to the carrying amount of the leased asset and recognised over the lease term on the same basis
as rental income. Contingent rents are recognised as revenue in the period in which they are earned.

Leases (IFRS 16, applied since 1 January 2019)

The Group assesses at contract inception whether a contract is, or contains, a lease. That is, if the contract conveys the right
to control the use of an identified asset for a period of time in exchange for consideration.

Group as a lessee

The Group applies a single recognition and measurement approach for all leases, except for short-term leases and leases of
low-value assets. The Group recognises lease liabilities to make lease payments and right-of-use assets representing the right
to use the underlying assets.

Right-of-use assets

The Group recognises right-of-use assets at the commencement date of the lease (i.e., the date the undetlying asset is
available for use). Right-of-use assets are measured at cost, less any accumulated depreciation and impairment losses, and
adjusted for any remeasurement of lease liabilities. The cost of right-of-use assets includes the amount of lease liabilities
recognised, initial direct costs incurred, and lease payments made at or before the commencement date less any lease
incentives received. Unless the Group is reasonably certain to obtain ownership of the leased asset at the end of the lease
term, the recognised right-of-use assets are depreciated on a straight-line basis over the shorter of its estimated useful life
and the lease term. The Group's right-of-use assets are presented sepatately in statement of financial position.

If ownership of the leased asset transfers to the Group at the end of the lease term or the cost reflects the exercise of a
purchase option, depreciation is calculated using the estimated useful life of the asset.
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Leases (IFRS 16, applied since 1 January 2019) (continued)
L ease liabilities

At the commencement date of the lease, the Group recognises lease liabilities measured at the present value of lease
payments to be made over the lease term. The lease payments include fixed payments (including in-substance fixed
payments) less any lease incentives receivable, and amounts expected to be paid under residual value guarantees. The lease
payments also include the exercise price of a purchase option reasonably certain to be exercised by the Group and payments
of penalties for terminating a lease, if the lease term reflects the Group exercising the option to terminate. The variable lease
payments that do not depend on an index or a rate are recognised as expense in the period on which the event or condition
that triggers the payment occurs. In calculating the present value of lease payments, the Group uses the incremental
borrowing rate at the lease commencement date if the interest rate implicit in the lease is not readily determinable. After the
commencement date, the amount of lease liabilities is increased to reflect the accretion of interest and reduced for the lease
payments made. In addition, the carrying amount of lease liabilities is remeasured if there is a modification, a change in the
lease term, a change in the in-substance fixed lease payments or a change in the assessment of an option to purchase the
underlying asset.

Short-term leases and leases of low-valne assets

The Group applies the short-term lease recognition exemption to its short-term leases of vehicles and equipment across the
Group, exemption will not be applied to the lease of real estate. The Group also applies low value lease exemption to its
low value leases such as computers and furniture (assets with a value, when new, of GEL 15,000 or less). Lease payments
on short-term leases and leases of low-value assets are recognised as expense on a straight-line basis over the lease term.

Group as a lessor

Leases in which the Group does not transfer substantially all the risks and rewards incidental to ownership of an asset are
classified as operating leases. Rental income arising is accounted for on a straight-line basis over the lease terms and is
included in revenue in the statement of profit or loss due to its operating nature. Initial direct costs incurred in negotiating
and arranging an operating lease are added to the carrying amount of the leased asset and recognised over the lease term on
the same basis as rental income. Contingent rents are recognised as revenue in the period in which they are earned.

Inventories

Inventories are valued at the lower of cost and net realisable value. Net realisable value is the estimated selling price in the
ordinary course of business, less estimated costs of completion and the estimated costs necessary to make the sale.

The cost of inventory includes expenditure incurred in acquiring inventory and bringing it to its existing location and
condition including borrowing costs. The cost of inventory is determined on a weighted average basis for beverages and
inventory in healthcare segment and first in first out basis (“FIFO”) in the pharma segment. The cost of inventory in real
estate segment is determined with reference to the specific costs incurred on the property sold and allocated non-specific
costs based on the relative size of the property sold.

Biological assets

Biological assets comprise grapes on the vine. Upon harvest the grapes are measured at fair value less costs to sell with any
fair value gain or loss recognized in the consolidated income statement.
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Intangible assets

The Group’s intangible assets include computer software and licenses and exclusive rights.

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets acquired in a
business combination is fair value as at the date of acquisition. Following initial recognition, intangible assets are carried at
cost less any accumulated amortisation and any accumulated impairment losses. The economic lives of intangible assets are
assessed to be finite and amortised over 4 to 20 years and assessed for impairment whenever there is an indication that the
intangible asset may be impaired. Amortisation periods and methods for intangible assets are reviewed at least at each
financial year-end.

Costs associated with maintaining computer software programs are recorded as an expense as incurred. Software
development costs (relating to the design and testing of new or substantially improved software) are recognised as intangible
assets only when the Group can demonstrate the technical feasibility of completing the software so that it will be available
for use or sale, its intention to complete the asset and its ability to use or sell the asset, how the asset will generate future
economic benefits, the availability of resources to complete the asset and the ability to measure reliably the expenditure
during the development. Other software development costs are recognised as an expense as incurred.

Goodwill impairment

Goodwill is reviewed for impairment, annually or more frequently if events or changes in circumstances indicate that the
carrying amount may be impaired.

For the purpose of impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated
to each of the Group’s cash-generating units, or groups of cash-generating units, that are expected to benefit from the
synergies of the combination, irrespective of whether other assets or liabilities of the Group are assigned to those units or
groups of units. Each unit or group of units to which the goodwill is allocated:

. represents the lowest level within the Group at which the goodwill is monitored for internal management purposes;
and
. is not larger than a segment as defined in IFRS 8 “Operating Segments”.

Impairment is determined by assessing the recoverable amount of the cash-generating unit (group of cash-generating units),
to which the goodwill relates. Where the recoverable amount of the cash-generating unit (group of cash-generating units) is
less than the carrying amount, an impairment loss is recognised. Impairment losses cannot be reversed in future periods.

Income and expense recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the revenue
can be reliably measured. The following specific recognition criteria must also be met before revenue and expense is
recognised:

Insurance income and exipense

e  Premiums written
Insurance premiums written are recognised on policy inception and earned on a pro rata basis over the term of
the related policy coverage. Insurance premiums written reflect business incepted during the year before deduction
of commission and exclude any sales-based taxes or duties. Unearned premiums are those proportions of the
premiums written in a year that relate to periods of risk after the reporting date. Unearned premiums are computed
principally on monthly pro rata basis.

e  Premiums ceded
Premiums payable in respect of reinsurance ceded are recognised in the period in which the reinsurance contract
is entered into and include estimates where the amounts are not determined at the reporting date. Premiums are
expensed over the period of the reinsurance contract, calculated principally on a daily pro rata basis.
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Income and expense recognition (continued)

Insurance income and expense (continued)

e  Provision for unearned premiums
The proportion of written premiums attributable to subsequent periods is deferred as unearned premium. The
change in the provision for unearned premium is taken to the consolidated statement of comprehensive income
in the order that revenue is recognised over the period of risk or, for annuities, the amount of expected future
benefit payments.

e Benefits and claims
General insurance claims incurred include all claim losses occurring during the year, whether reported or not,
including the related handling costs and reduction for the value of salvage and other recoveries and any adjustments
to claims outstanding from previous years.
Claims handling costs include internal and external costs incurred in connection with the negotiation and
settlement of claims.

The Group recognises revenue at an amount that reflects the consideration to which an entity expects to be entitled in
exchange for transferring goods or services to a customer.

Healthcare services that the Group provides to the clients are satisfied over time given that the customer simultaneously
receives and consumes the benefits provided by the Group.
Healthcare revenue comprises the fair value of the consideration received or receivable for providing inpatient and
outpatient services and includes the following components:

e Healthcare revenue from insurance companies — The Group recognises revenue from the individuals who are insured
by various insurance companies by reference to the stage of completion of the actual medical service and agreed-upon
terms between the counterparties.

e Healthcare revenue from state — The Group recognises the revenue from the individuals who are insured under the
state programmes by reference to the stage of completion of the actual medical service and the agreed-upon terms
between the counterparties.

e Healthcare revenue from out-of-pocket and other — The Group recognises the revenue from non-insured individuals
based on the completion of the actual medical service and approved prices by the Group. Sales are usually in cash or
by credit card. Other revenue from medical services includes revenue from municipalities and other hospitals, which
the Group has contractual relationship with. Sales of services are recognised in the accounting period in which the
services are rendered calculated according to contractual tariffs.

Revenue is presented net of corrections and rebates that occasionally arise as a result of reconciliation of detailed bills with
counterparties (mostly with the State). Invoice corrections are estimated at contract inception. The estimation of potential
future corrections and rebates is calculated based on statistical average correction rate which is applied to gross amount of
invoices that were not approved by the state as at reporting date. The Group’s gross revenue (before deducting its
corrections and rebates) is based on the official invoices submitted to and formally accepted by the customers (State,
insurance companies, provider clinics and individuals) and accruals for already performed but not yet billed service.

Revenue from pharma comprises the fair value of the consideration received or receivable both from wholesale and retail
sales and drug exchange transactions. The pharma business sometimes receives drugs in exchange for sale of drugs from
other wholesalers. The consideration received is assessed with reference to its actual wholesale price which is deemed fair
value of consideration received.

29



JSC Georgia Capital and Subsidiaries Notes to Consolidated Financial Statements

(Thousands of Georgian Lari)

Summary of Significant Accounting Policies (continued)

Policies applied up to 31 December 2019 (continued)
Income and expense recognition (continued)

Utility and energy revenne

The Group recognizes revenue from utility when the Group satisfies a performance obligation at an amount that reflects
the consideration to which the Group expects to be entitled in exchange for transferring the goods and services to a
customer. The following specific recognition criteria must be met before revenue is recognized:

e  Revenue from water supply — includes amounts billed to the customers based on the metered or estimated usage of
water by legal entities and by application of the relevant tariff for services set per unit of water supplied. Meters are
read on a cyclical basis and the Group recognizes revenue for unbilled amounts based on estimated usage from the last
billing through to the end of the financial year.

e  Revenue from water supply to population — includes amounts billed on monthly basis to the residential customers
(with meter) based on the metered usage of water and by application of the relevant tariff for services set per unit of
water supplied or based on the number of individual person registered by respective city municipality per each
residential address (without meter) by application of the relevant tariff set per capita per month for the general
population.

e Revenue from connection and water meter installation — includes non-refundable amounts billed upfront for
connecting customers to water system and providing them with the access to water supply. Revenue from connection
and water meter installation is recognized over the time in line with the satisfaction of performance obligation over the
life of water meters.

Revenue from electric power sales is recognised on the basis of metered electric power transferred.

Real estate revenue

Gross real estate profit comprises revenue from sale of developed real estate property, revenue from construction setvices,
revenue from hospitality operations and revaluation gains on investment properties.

Revenue from sale of developed real estate property is recognized over the time based on the progress towards complete
satisfaction of a performance obligation using input method (proportion of costs incurred up to date to total expected
project cost). Percentage of completion calculated based on total costs of the building is applied to apartment selling price
to recognize revenue from apartment sale. Payment arrangements of the sale of developed real estate property usually
include advance payment of part of transaction price and progress payments during the construction by the customer, such
payments are recognized as deferred income. Significant financing component is usually immaterial.

Revenue from construction services is recognized over the time based on the progress towards complete satisfaction of a
performance obligation using output method based on the completion level reflected in monthly completion reports.
Payment arrangements for construction services usually include advance payment of part of transaction price (usually up to
10%) and monthly progress payments during the construction by the customer, 5% from each monthly progress payment
is usually retained by the customer as guarantee for a year after the completions of construction. Significant financing
component is usually immaterial.

Revenue from hospitality operations is generated through hotel room and meeting space rental and sale of foods and
beverages. Revenue is recognized when the Group satisfies a performance obligation, i.e. over the time the customer stays
in the hotel and food and beverages are delivered to the customer, at an amount that reflects the consideration to which the
Group expects to be entitled in exchange for transferring the goods and services to a customer.

Bevemge revenue

Revenue from the sale of beverages is recognised when the group satisfies the performance obligation, i.e. when the control
of the goods has passed to the buyer, usually on delivery of the goods. For the finished goods sold on consignment basis,
revenue is recognized when the goods are transferred to the end-customer or on expiration of specified period. Revenue
recognized in connection to the sale of finished goods reflects an adjustment for the consideration payable to the customer
(cash amounts that the Group pays, or expects to pay, to a customer).

Gain on measurement of grapes at fair value less costs to sell is recognized at the point of harvest.
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Summary of Significant Accounting Policies (continued)

Policies applied up to 31 December 2019 (continued)
Income and expense recognition (continued)

Revenue from customer loyalty program

Customer loyalty program points accumulated in the business are treated as deferred revenue and recognized in revenues
gradually as they are earned. The Group recognizes gross revenue earned from customer loyalty program when the
performance obligation is satisfied i.e. when the customer redeems the points or the points expire, where the Group acts as
a principal. At reach reporting date the Group estimates portion of accumulated points that is expected to be utilized by
customers based on statistical data. These points are treated as liability in the statement of financial position and are only
recognized in revenues when points are earned or expired.

Interest and similar income and expense

For all debt financial instruments measured at amortised cost and fair value through OCI interest income or expense is
recorded at the effective interest rate, which is the rate that exactly discounts estimated future cash payments or receipts
through the expected life of the financial instrument or a shorter period, where appropriate, to the net carrying amount of
the financial asset or financial liability. The calculation takes into account all contractual terms of the financial instrument
(for example, prepayment options) and includes any fees or incremental costs that are directly attributable to the instrument
and are an integral part of the effective interest rate, but not future credit losses. The carrying amount of the financial asset
or financial liability is adjusted if the Group revises its estimates of payments or receipts. The adjusted carrying amount is
calculated based on the original effective interest rate and the change in carrying amount is recorded as interest income or
expense.

Once the recorded value of a financial asset or a group of similar financial assets has been reduced due to an impairment
loss, interest income continues to be recognised using the original effective interest rate applied to the new carrying amount.

Education revenne
Education revenue is recognised in line with the satisfaction of performance obligations in education contracts.

For performance obligations which are satisfied at a point in time, respective revenue is recognised at a point in time.
Revenue is recognised on a straight-line basis for learning process, catering and transportation services over the period
during which the performance obligation is being satisfied.

Renewable energy revenne

The Group recognizes revenue from renewable energy when the Group satisfies a performance obligation at an amount
that reflects the consideration to which the Group expects to be entitled in exchange for transferring the goods and services
to a customer. Revenue amount is based on power generation by the end of each period and application of the relevant
tariff for services set in the agreements with customers.

EBITDA

The Group separately presents EBITDA on the face of the consolidated income statement. EBITDA is defined as earnings
before interest, taxes, depreciation and amortisation and is derived as the Group’s profit before income tax expense but
excluding the following line items: depreciation and amortisation, interest income, interest expense, net foreign currency
(loss) gain, profits from associates, gain from change in investment entity status and net non-recurring items.
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Summary of Significant Accounting Policies (continued)

Adoption of new or revised standards and interpretations

The following Interpretations and amendments did not have any impact on the financial statements of the Group:

Amendments to IFRS 3: Definition of a Business

Amendments to IFRS 7, IFRS 9 and LAS 39 Interest Rate Benchmark Reform
Amendments to LAS 1 and LAS 8 Definition of Material

Amendments to IFRS 16 Covid-19 Related Rent Concessions

Standards issued but not yet effective

Up to the date of approval of the consolidated financial statements, certain new standards, interpretations and amendments
to existing standards have been published that are not yet effective for the current reporting period and which the Group
has not early adopted. Such standards that are expected to have an impact on the Group, or the impacts of which are
currently being assessed, are as follows:

Amendments to LAS 1: Classification of Liabilities as Current or Non-current

Amendments to LAS 37 Onerous Contracts — Cost of Fulfilling a Contract
Amendments to IFRS 3 Reference to the Conceptual Framework

These amendments have no impact on the consolidated financial statements of the Group.

Annual Improvements 2015-2017 Cycle (issued in December 2017)

These improvements include:
e IFRS 1 First-time adoption of International Financial Reporting Standards
e IFRS 9 Financial instruments
e IFRS 16 Leases
e IAS 41 Agriculture

The Group does not expect any effect on its consolidated financial statements.
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Significant Accounting Judgements and Estimates

In the process of applying the Group’s accounting policies, the management board use their judgment and make estimates
in determining the amounts recognised in the consolidated financial statements. The most significant judgments and
estimates are as follows:

Assessment of investment entity status

Entities that meet the definition of an investment entity within IFRS 10 are required to measure their subsidiaries at FVPL
rather than consolidate them. The criteria which define an investment entity are, as follows:

e Anentity that obtains funds from one or more investors for the purpose of providing those investors with investment
management services

¢ An entity that commits to its investors that its business purpose is to invest funds solely for returns from capital
appreciation, investment income, or both; and

e An entity that measures and evaluates the performance of substantially all of its investments on a fair value basis

The Group invests funds, originally obtained from its investors, in its private portfolio companies, obtains dividend inflows
from its mature investments and once the businesses are developed, exits the investment ideally at a higher multiple (vs
entry multiple) to monetise on capital appreciation gains. The Group reports to its investors on a fair value basis. All
investments are reported at fair value in the Group’s annual reports.

Georgia Capital PLC (an investment entity on its own) holds a single investment in JSC Georgia Capital, which holds a
portfolio of investments; although JSC Georgia Capital is wholly capitalised by Georgia Capital PL.C, Georgia Capital PL.C
is funded by many investors who are unrelated to the entity; and ownership in Georgia Capital PLC is represented by units
of equity interests acquired through a capital contribution. Thus the judgement above refers to both entities in aggregation.
The Board has concluded that the Group meets the definition of an investment entity. These conclusions will be reassessed
on a continuous basis, if any of these criteria or characteristics change.

Georgia Capital met the investment entity definition on 31 December 2019. As of 31 December 2020, the Group continues
to meet the definition of investment entity. In making this assessment, the Group considered each criteria and characteristic
described above as well as developments during the year, such as delisting and acquisition of non-controlling interest in
Georgia Healthcare Group plc and concluded that all such developments are consistent with the purpose of an investment
entity.

The Group continues to consolidate GCMF LLC, which is not itself an investment entity and whose main purpose and
activities are providing securities trading services that relate to the Group’s investment activities.

Fair valuation of the investment portfolio

The investment portfolio, a material asset of the Group, is held at fair value. Details of valuation methodologies used and
the associated sensitivities are disclosed in note 20. Given the importance of this area, the Board has formed a separate
Audit and Valuations Committee to review the valuations to be placed on portfolio companies, compliance with the
valuation standards and usage of appropriate judgement. The detailed valuation process is disclosed in note 20
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Segment Information

During the year ended 31 December 2020 segments were restructured as reportable segments as disclosed below.

For management purposes, the Group is organised into the following operating segments as follows:
listed portfolio companies, private large portfolio companies, private investment stage portfolio companies, private other
portfolio companies, and corporate centre.

Listed portfolio companies segment

BOG - the Group has a significant investment in London Stock Exchange premium listed Bank of Georgia Group PLC.
Private portfolio companies segment

Large portfolio companies segment:

Large portfolio companies segment includes investments into healthcare, pharmacy and distribution, water utility and insurance
businesses.

Healthcare services business owned through GHG, is the largest healthcare market participant in Georgia. Healthcare services
business comprises three sub-segments: Hospitals providing secondary and tertiary level healthcare services; Clinics providing
outpatient and basic inpatient services and polyclinics providing outpatient diagnostic and treatment services; Diagnostics
operating the largest laboratory in the entire Caucasus region.

Pharmacy and distribution business owned through GHG consists of a retail pharmacy chain and a wholesale business that
sells pharmaceuticals and medical supplies to hospitals and other pharmacies.

Water Utility business is a regulated monopoly in Thilisi and the surrounding area, where it provides water and wastewater
services. Water Ultility also operates hydro power plants.

Insurance business comprises a property and casualty insurance business owned through Aldagi and medical insurance business
owned through GHG. Principally providing wide-scale property and casualty and medical insurance services to corporate and
retail clients.

Tnvestment stage portfolio companies segment:

Large portfolio companies segment includes investments into renewable energy and education businesses.

Renewable Energy business principally operates three wholly-owned commissioned renewable assets. In addition, a pipeline of
renewable energy projects is under advanced stage of development

Education business combines majority stakes in four leading private schools in Thbilisi. Principally providing education for
learners from preschool to 12th grade (K-12);

Other portfolio companies segment:

Other portfolio companies segment includes Housing Development, Hospitality and Commercial Real Estate, Beverages, Auto
Service and Digital Services businesses.

Corporate Centre comprising of JSC Georgia Capital.

Management monitors the fair values of its segments separately for the purposes of making decisions about resource allocation
and performance assessment.

Transactions between segments are accounted for at actual transaction prices.

As at 31 December 2019 and for the periods following the change in investment entity status (refer to note 3) the
management of Georgia Capital no longer monitors and uses consolidated financial information and solely focuses on fair
value information for performance evaluation and decision-making. In line with updated management view the change also
applied to the presentation of segment information as at 31 December 2020 and 2019, as outlined in the tables below. Due
to the reasons above, management decided it was impracticable to disclose the similar comparative segment information
for the year ended 31 December 2019.
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Segment Information (continued)

The following tables present NAV statement roll-forward decomposed by the Group’s operating segments as at and for the year ended 31 December 2020:

Listed Portfolio Companies
GHG
BoG
Private Portfolio Companies
Large Portfolio Companies
Healtheare Services
Retail (Pharmacy)
Water Utility
Insurance (P&C and Medical)

Of which, P&>C Insurance

Of which, Health Insurance
Investment Stage Portfolio Companies
Renewable energy
Education
Other Portfolio Companies

Total Portfolio Value

Net Debt
Net Asset Value

31 1.Value 2a. . 2d. GHG 3.Operating 4. Liquidity 31 December
December Creation Investments 2b. Buybacks  Z2c. Dividends Delistin Expenses Management/ FX 2020
2019 s P / Other
1,027,814 (261,524) 138,265 - - (372,997) - - 531,558
430,079 (195,347) 138,265 - - (372,997) - - -
597,735 (66,177) - - - - - - 531,558
1,225,269 741,009 56,400 - (29,870) 372,997 - 10,325 2,376,130
648,893 859,545 - - (24,943) 372,997 - 1,745 1,858,237
- 393,797 - - - 177,859 - - 571,656
- 374,322 - - - 178,423 - - 552,745
483,970 433 - - (15,000) - - 1,745 471,148
164,923 90,993 - - (9,943) 16,715 - - 262,688
164,923 42,826 - - (9,943) - - - 197,806
- 48,167 - - - 16,715 - - 64,882
163,150 98,730 44,501 - (4,927) - - 1,510 302,964
106,800 62,169 44,350 - (4,927) - - 1,510 209,902
56,350 36,561 151 - - - - - 93,062
413,226 (217,266) 11,899 - - - - 7,070 214,929
2,253,083 479,485 194,665 - (29,870) - - 10,325 2,907,688
(493,039) - (57,684) (5,716) 29,870 - (24,373) (143,456) (694,398)
1,760,044 479,485 136,981 (5,716) - - (24,373) (133,131) 2,213,290

1.Value Creation — measures annual shareholder return on each portfolio company for Georgia Capital. It is the aggregation of a) change in beginning and ending fair values, b) dividend income
during the period. The net result is then adjusted to remove capital injections (if any) to atrive at the total value creation/investment return.; 2a.Investments — tepresents capital injections in
portfolio companies made by JSC GCAP, with the exception of investment in GHG PLC made by GCAP PLC, which was further contributed to the equity of JSC GCAP. Refer to note 13.; 2b.
Buybacks — represent buybacks made in order to satisfy share compensation of executives; 2c.Dividends — represent dividends received from portfolio companies by JSC GCAP; 2d. GHG
Delisting — delisting and transfer of GHG to private portfolio sub-segment; 3.Operating Expenses — holding company operating expenses; 4.Liquidity Management/FX/Other — holding company
movements related to liquidity management, foreign exchange movement, non-recurring and other.
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Segment Information (continued)

Reconciliation to IFRS FS:

Cash and cash equivalents
Amounts due from credit institutions
Marketable securities

Accounts receivable
Prepayments

Loans issued

Property and equipment
Intangible assets

Other assets, net

Equity investments at fair value
Total assets

Accounts payable

Debt securities issued

Other liabilities
Total liabilities
Net Debt

Total equity/NAV

31 December 2020 31 December 2019

Js5¢ Ge'o g1a Reclassifications/adjustments* NAV Js¢ Ge.o g1a Reclassifications/adjustments* NAV
Capital Statement Capital Statement
117,026 (117,026) - 117,215 (117,215) -
42,655 (42,655) - - - -
13,416 (13,416) - 62,493 (62,493) -
117 (117) - 1,176 (1,176) -
588 (588) - 384 (384) -
108,983 (108,983) - 151,884 (151,884) -
449 (449) - 580 (580) -
99 99) - 122 (122) -
6,023 (6,023) - 6,520 (6,520) -
2,907,688 - 2,907,688 2,251,465 1,618 2,253,083
3,197,044 (289,356) 2,907,688 2,591,839 (338,756) 2,253,083
531 (531) - 1,284 (1,284) -
980,932 (980,932) - 825,952 (825,952) -
2,291 (2,291) - 6,406 (6,400) -
983,754 (983,754) - 833,642 (833,642) -
- (694,398) (694,398) - (493,039) (493,039)
2,213,290 - 2,213,290 1,758,197 1,847 1,760,044

** Reclassification and adjustments to aggregated balances to arrive at NAV specific presentation, such as aggregating GCAP net debt; capitalization of project development related expenses.
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Segment Information (continued)

The following tables present income statement information regarding the Group’s operating segments as at and for the year ended 31 December 2020:

(Losses)/gains on investments at fair value
Listed Equity Investments
Private Investments
Dividend income
Interest income
Net losses from investment securities measured at FVPL
Net realised losses from investment securities measuted at FVOCI
Other income
Gross investment (loss) / profit
Administrative expenses
Salaries and other employee benefits
Depreciation and amortisation
Interest expense
(Loss)/profit before provisions, foreign exchange and non-recurring items
Provision
Net foreign currency loss
Non-recurring expense
(Loss)/profit before income taxes
Income tax
(Loss)/profit for the period

* Write-off of capitalized project development related expenses.

Private Portfolio Companies

Listed

Portfolio Large In v:;—;'stment Other Corporate Adjustments* Total
Companies tage Center

J&

(261,524) 834,602 93,803 (217,266) - 1,618 451,233

(261,524) - - - - - (261,524)
- 834,602 93,803 (217,266) - 1,618 712,757
- 24,943 4927 - - - 29,870
- - - - 19,968 - 19,968
- - - - (553) - (553)
- - - - (1,667) - (1,667)
- - - - 412 - 412

(261,524) 859,545 98,730 (217,266) 18,160 1,618 499,263
- - - - (4,085) - (4,685)
- - - - (19,140) - (19,140)
- - - - (548) - (548)
- - - - (61,521) - (61,521)

(261,524) 859,545 98,730 (217,266) (67,734) 1,618 413,369
- - - - (114) - (114
- - - - (89,943) - (89,943)
- - - - (3,389) - (3,389)

(261,524) 859,545 98,730 (217,266) (161,180) 1,618 319,923

(261,524) 859,545 98,730 (217,266) (161,180) 1,618 319,923
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Cash and Cash Equivalents

Current accounts with financial institutions
Time deposits with financial institutions with maturities of up to 90 days
Cash and cash equivalents

Allowance (Note 16)
Cash and cash equivalents, Net

Amounts Due from Credit Institutions

Time deposits with maturities of more than 90 days
Amounts due from credit institutions, Gross

Allowance (Note 106)
Amounts due from credit institutions, Net

Marketable Securities

Internationally listed marketable securities (FVPL)
Internationally listed marketable securities (FVOCI)
Locally listed matketable securities (FVPL)

Locally listed matketable securities (FVOCI)

Equity Investments at Fair Value

31 December 31 December
2020 2019
105,185 114,698
11,851 2,518
117,036 117,216
(10) ©)
117,026 117,215
31 December 31 December
2020 2019
42,989 -
42,989 -
(334) -
42,655 -
31 December 31 December
2020 2019
12,649 25,657
112 13,118
655 1,324
- 22,394
13,416 62,493

As at 31 December 2020 Marketable securities consist of internationally and locally listed debt financial instruments GEL
13,416 (31 December 2019: GEL 58,339) and equity financial instruments of GEL nil (31 December 2019: 4,154).

Loans Issued

Loans to subsidiaries (FVPL)
3rd party loans (amortized cost)
Loans issued

Allowance (Note 16)

Loans issued, Net

31 December 31 December
2020 2019
108,983 117,506
- 34,412
108,983 151,918
- (34
108,983 151,884

As at 31 December 2020 and Loans to subsidiaries are denominated in GEL and USD (2019: GEL and USD), carry interest
rates from 9% to 16% (2019: 9% to 12%), with average remaining terms of maturity of 2 years (2019: 2 years).

As at 31 December 2019, 3rd party loans are denominated USD, carry interest rate of 9%, with average remaining terms of

maturity of 3 months.
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10. Equity Investments at Fair Value

Total gains GHG
Decgfnbet Value . . 4 (Ltl;tjseS) .. Decjllnbet
2019 Change  Dividends investments Delisting  Investments*  Other** 2020
at fair value
Listed Portfolio Companies 1,027,814  (261,524) - (261,524)  (372,997) 138,265 - 531,558
GHG 430,079  (195,347) (195,347)  (372,997) 138,265 - -
BoG 597,735 (66,177) - (66,177) - - - 531,558
Private Portfolio Companies 1,223,651 742,627 (29,870) 712,757 372,997 56,400 10,325 2,376,130
Large Portfolio Companies 648,893 859,545 (24,943) 834,602 372,997 - 1,745 1,858,237
Healthcare Services - 393,797 - 393,797 177,859 - - 571,656
Retail (Pharmacy) - 374,322 - 374,322 178,423 - - 552,745
Water utility 483,970 433 (15,000) (14,567) - - 1,745 471,148
Insurance (P&>C and Medical) 164,923 90,993 (9,943) 81,050 16,715 - - 262,688
Of which, P&>C Insurance 164,923 42,826 (9,943) 32,883 - - 197,806
Of which, Health Insurance - 48,167 - 48,167 16,715 - - 64,882
Investment Stage Portfolio Companies 163,116 98,764 (4,927) 93,837 - 44,501 1,510 302,964
Renewable Energy 106,800 62,169 “4,927) 57,242 - 44,350 1,510 209,902
Education 56,316 36,595 - 36,595 - 151 - 93,062
Other Portfolio Companies 411,642  (215,682) - (215,682) - 11,899 7,070 214,929
Equity investments at fair value 2,251,465 481,103 (29,870) 451,233 - 194,665 10,325 2,907,688

11.

* Capital injections in portfolio companies made by JSC GCAP (cash contribution of GEL 57,148), with the exception of
investment in GHG PLC made by GCAP PLC, which was further contributed to the equity of JSC GCAP (note 13).
** Other investments in portfolio companies

Investment in Banking business, Bank of Georgia Group PLC, has been designated at fair value through OCI in the Group’s
annual consolidated financial statements for the year ended 31 December 2019. In the first half of 2020, the Group signed
total return swap agreement with its 100% owned subsidiary, resulting in a derecognition of the investment in Bank of

Georgia Group PLC. Later in the period, the total return swap agreement was terminated by the parties. As the result of
the termination, investment in Bank of Georgia Group PLC was newly recognized in the consolidated statement of financial

position and classified as financial asset at fair value through profit or loss at initial recognition.

Taxation

The corporate income tax (expense) credit for the year ended 31 December 2019 comprises:

Current income tax benefit (expense)
Defetred income tax (expense)/credit
Income tax (expense)

Deferred income tax credit (expense) in other comprehensive

income (loss)

2019

(4,548)
(85)

(4,633)

The income tax rate applicable to most of the Group’s income is the income tax rate applicable to subsidiaries” income

which is 15% 2019 (2018: 15%)).

Corporate income tax is charged on the dividend distributions (note 3). In 2020, the Group did not distribute any dividends

and thus no income tax was recognized for the year ended 31 December 2020.

39




11.

12.

JSC Georgia Capital and Subsidiaries Notes to Consolidated Financial Statements

(Thousands of Georgian Lari)

Taxation (continued)

The effective income tax rate differs from the statutory income tax rates. As at 31 December 2019 a reconciliation of the

income tax expense based on statutory rates with the actual expense is as follows:

2019
Profit before income tax expense 616,138
Average tax rate 15%
Theoretical income tax expense at average tax rate (92,421)
Non-taxable income 88,225
Correction of prior year declarations (376)
Unrecognised deferred tax asset (61)
Income tax (expense) benefit (4,633)

Applicable taxes in Georgia include corporate income tax (profit tax), individuals’ withholding taxes, property tax and value
added tax, among others. Management believes that the Group is in substantial compliance with the tax laws affecting its
operations. However, the risk remains that relevant authorities could take differing positions with regard to interpretative

issues.

Debt Securities Issued

Debt securities issued comprise:

31 December 31 December
2020 2019
USD denominated Eurobonds 980,932 825,952
Debt securities issued 980,932 825,952

In March 2018 JSC Georgia Capital issued a USD 300 million (GEL 734 million) 6.125% notes due in March 2024
denominated in US Dollars which were admitted to the official list of the Irish Stock Exchange and to trading on the Global

Exchange Market (the "Notes"). Notes wete sold at the price of 98.770% of par value at the initial offering.

During 2020 JSC Georgia Capital reissued own Eurobonds held in treasury for total consideration of GEL 29,830.

Changes in liabilities arising from financing activities

Borrowings Debt Lease
securities liabilities

Carrying amount at 1 January 2019 764,355 916,401 -
IFRS 16 transition effect - - 83,993
Foreign currency translation 37,151 56,649 4,209
Cash proceeds 660,400 247,053 -
Cash repayments (4106,682) (106,713) (21,087)
Acquisition of subsidiaries 125,353 - 1,595
Other (7,483) (144)* 34,989
Change in investment entity status (1,163,094) (287,294) (103,069)
Carrying amount at 31 December 2019 - 825,952 630
Foreign currency translation - 116,736 71
Cash proceeds - 29,830 -
Cash repayments - - (430)
Other - 8,414* 2
Carrying amount at 31 December 2020 - 980,932 273

* Other movement for debt securities represents change in accrued interest
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Equity

Share capital

As at 31 December 2020 issued share capital comprised 13,390,989 authorised common shares (2019: 12,399,944), of which
13,390,989 were fully paid (2019: 12,399,944). Each share has a nominal value of one Georgian Lari. Shares issued and
outstanding as at 31 December 2020 are described below:

Number

of shares

Ordinary Amount
31 December 2018 11,526,000 11,526
Issue of share capital 1,252,680 1,253
Capital Reduction (378,7306) (379)
31 December 2019 12,399,944 12,400
Issue of share capital 1,289,962 1,290
Capital Reduction (298,917) (299)
31 December 2020 13,390,989 13,391

Issue of Share Capital

On 8 July 2020, 22 July 2020 and 2 September 2020 JSC GCAP issued 1,039,084, 147,220 and 103,658 shares respectively
(in aggregate 1,289,962 shares), with aggregate par value of GEL 1,290, in exchange for contribution of 38,670,406 shares
in GHG with total fair value of GEL 138,265, made by the Parent. As the result of transaction, JSC GCAP interest in
GHG increased to 100%, the Group’s equity increased by GEL 138,265 and equity investment in GHG increased by
same amount (note 10). The difference of GEL 136,975 between the par value of ordinary shares issued in connection
with that transaction and the fair value of GHG shares acquired was recognized as additional paid-in capital.

Capital Reduction

During 2020 JSC GCAP bought back from its Parent 298,917 own shares for total consideration of GEL 22,346 (of
which cash consideration amounted to GEL 21,180). All of the repurchased ordinary shares were cancelled. GEL 22,047
difference between GEL 299 par value of the acquired shares and the consideration transferred was recognized as
deduction from additional paid-in capital.

Treasury Shares

Treasury shares consist of GEL 837 (2019: 837) JSC Georgia Capital shares and GEL 103 (2019: 124) shares of Georgia
Capital PLC (shareholder) repurchased as a result of management compensation scheme, which are considered as treasury
shares for the Group.

In 2020, the Group acquired treasury shares in connection to its share-based compensation plans for total consideration of
GEL 4,206.
Nature and purpose of other reserves

Unrealised gains (losses) from dilution or sale | acquisition of shares in existing subsidiaries
This reserve records untealised gains (losses) from dilution or sale / acquisition of shares in existing subsidiaries.

Unrealised gains (losses) on debt and equity investments at fair value
This reserve records fair value changes on debt and equity investments at fair value through other comprehensive income.

Foreign currency translation reserve
The foreign currency translation reserve is used to record exchange differences arising from the translation of the financial

statements of subsidiaries with functional currency other than GEL.

Movements in other reserves during the year ended 31 December 2020 and 31 December 2019 are presented in the
statements of other comprehensive income.
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14. Gross Profit

2019
Pharma revenue 570,836
Healthcare revenue 315,042
Utility and energy revenue 162,962
Net insurance premiums earned 131,882
Beverage revenue 124,705
Real estate revenue 97,780
Auto service revenue 19,540
Education revenue 12,083
Digital services revenue 2,324
Other income 36,283
Revenue 1,473,437
Cost of pharma services (424,814)
Cost of healthcare (176,753)
Cost of utility and energy (41,121)
Net insurance claims incurred (76,992)
Cost of beverage (80,283)
Cost of real estate (70,441)
Cost of auto service 9,799)
Cost of education (679)
Cost of digital services (2,142)
Cost of sales (883,024)
Gross profit 590,413
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14. Gross Profit (continued)

Gross Healthcare and Pharma Profit

Revenue from government programmes

Revenue from free flow (non-insured retail individuals)
Revenue from insurance companies

Healthcare revenue

Retail

Wholesale

Pharma revenue

Healthcare and pharma revenue

Direct salary expenses

Healthcare direct materials

Expenses on medical service providers
Other direct expenses

Cost of healthcare

Retail

Wholesale

Cost of pharma setvices

Cost of healthcare and pharma services

Gross healthcare and pharma profit

Gross Utility and Energy Profit

Revenue from water supply
Revenue from electric power sales
Utility and energy revenue

Cost of water supply
Cost of electric power sales
Cost of utility and energy

Gross utility and energy profit

Gross Insurance Profit

Gross health insurance premiums earned
Gross P&C insurance premiums earned
Total gross premiums earned on insurance contracts
Reinsurers’ share of gross earned premiums on health insurance contracts
Reinsurers’ share of gross earned premiums on P&C insurance contracts
Reinsurers’ share of gross earned premiums

on insurance contracts

Net insurance premiums earned

Gross health insurance claims incurred

Gross P&C insurance claims incurred

Gross insurance claims incurred

Reinsurers’ share of gross health insurance claims incurred
Reinsurers’ share of gross P&C insurance claims incurred
Reinsurers’ share of gross insurance claims incurred

Net insurance claims incurred

Gross insurance profit

2019

221,397
84,299
9,346

315,042

430,312
140,524

570,836

885,878

(112,321)
(48,189)
(3,280)
(12,963)

(176,753)

(309,213)
(115,601)

(424,814)

(601,567)

284,311

2019

131,608
31,354

162,962

(33,102)
(8,019)

(41,121)

121,841

2019

73,081
82,693

156,674
(2,552)
(22,240)

(24,792)

131,882

(47,697)
(37,521)

(85,218)
558
7,668

8,226

(76,992)

54,890
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14. Gross Profit (continued)

Gross Beverage Profit

Revenue from beer sales
Revenue from wine sales

Revenue from distribution of imported goods

Change in net realizable value of agricultural produce after harvest

Other beverage revenue
Beverage revenue

Cost of beer

Cost of wine

Cost of distribution

Cost of other beverage revenue
Cost of beverage

Gross beverage profit

Gross Real Estate Profit

Revenue from apartment sale

Revenue from construction services
Income from operating leases
Revaluation of m? investment property
Revenue from hospitality services
Real estate revenue

Cost of apartments sold
Cost of construction services
Cost of operating leases
Cost of hospitality services
Cost of real estate

Gross real estate profit

2019

49,668
42,216
19,569
2,899
10,353
124,705

(32,803)
(23,553)
(15,894)

(8,033)
(80,283)

44,422

2019
52,022
21,835
9,416
7,498
7,009
97,780

(43,513)
(19,412)
(2,445)
(5,071)
(70,441)

27,339
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Gross Profit (continued)

Total revenue above includes the following revenue streams that are not in scope of IFRS 15 Revenue from Contracts

with customers:

Real estate revenue:
Net gain from revaluation of investment property

Income from operating leases

Beverage revenue:

Change in net realizable value of agricultural produce after harvest

Net insurance premiums earned
Other income
Revenue from BI insurance*
Gain from call option
Payables derecognised
Loss from sale of PPE and 1P

Net gains (losses) from revaluation of investment property

* Reimbursement of lost revenue due to business interruption under insurance contract.

2019

7,498
9,416

16,914

2,899

2,899

131,882

9,933
6,619
1,021
589
767

170,624

Salary and employee benefit expenses included in cost of sales comprised GEL 128,664. Inventory recognised as an expense

during the period comprised GEL 55,307.

Contract assets and liabilities

The Group recognised GEL 29,239 revenue in financial year ended at 31 December 2019 that relates to carried-forward

contract liabilities and is included in the deferred income.

Salaries and Other Employee Benefits, and General and Administrative Expenses

2020 2019
Equity compensation plan costs (12,035) (23,687)
Salaries and bonuses (7,105) (147,891)
Pension costs - (3,184
Salaries and other employee benefits (19,140) (174,762)
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15. Salaries and Other Employee Benefits, and General and Administrative Expenses (continued)

16.

General and administrative expenses

Marketing and advertising

Legal and other professional services
Insurance

Operating taxes

Travel expenses

Corporate hospitality and entertainment
Repair and maintenance

Personnel training and recruitment
Office supplies

Communication

Security

Occupancy and rent

Banking services

Utility expenses

Customer service fee

Other

General and administrative expenses

Impairment of accounts receivable, other assets and provisions

The movements in the allowance for financial assets according to IFRS 9 are as follows:

At 1 January
(Reversal) Charge
At 31 December

At 1 January

(Reversal) Charge

Recoveries

Write-offs

Change in investment entity status
At 31 December

2020 2019
- (21,800)
(2,290) (17,433)
(933) (701)
(282) (10,951)
(123) (3,258)
(1106) (3,5606)
(114) (5,783)
(88) (740)
(82) (11,636)
(77) (3,445)
(29) (1,702)
17) (4,972)
(13) (3,189)
- (6,547)
- (1,697)
(521) (15,249)
(4,685) (112,669)
Amounts
Cash and due from
cash credit Marketable Loans

equivalents institutions Securities issued Total

2020 2020 2020 2020 2020
1 - 195 34 230
9 334 (195) (34) 114
10 334 - - 344

Cash and
cash Marketable Accounts Loans
equivalents Securities receivable issued Total

2019 2019 2019 2019 2019
1 309 21,713 414 22,437
- 172) 12,026 (380) 11,474
- - (220) - (220)
- - (2,5006) - (2,506)
- 58 (31,013) - (30,955)
1 195 - 34 230

For other debt financial assets, the ECL is based on the 12-month ECL since there has not been a significant increase in

credit risk since origination.

Increase in impairment charge in 2019 is mainly attributable to the increased gross balance of receivables of healthcare

and utility businesses.

The Group recognized expected credit loss on insurance premium receivables and provisions in the amount of GEL

1,078 in 2019.
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Net Non-recurring Items

Net non-recurring expense for the year ended 31 December 2020 comprised:

2020
Key management personnel termination benefits (note 22) (3,389)
Net non-recurring items (3,389)

Net non-recurring expense for the year ended 31 December 2019 comprised:

2019
Termination benefits (4,397)
Prepayments write-off (3,019)
Net loss on flood of Mestiachala (1,068)
Other 249
Net non-recurring items (8,235)

Share-based Payments
Executives’ Equity Compensation Plan

In 2018, Georgia Capital introduced Group’s Executives’ Equity Compensation Plan (“EECP”). Under the EECP, shares
of the parent are granted to senior executives of the parent and subsidiaries. In July 2018, the executives signed new five-
year fixed contingent share-based compensation agreements with a total of 1,650,000 ordinary shares of Georgia Capital
PLC. The total amount of shates fixed to each executive will be awarded in five equal instalments during the five consecutive
years starting January 2019, of which each award will be subject to a six-year vesting period subject to continued
employment within the Group during such vesting period. The fair value of the shares is determined at the grant date using
available market quotations.

After Georgia Capital met the definition of investment entity on 31 December 2019, only JSC Georgia Capital’s
management share-based compensation is in scope of IFRS 2 in its financial statements. In the tables below, 2020
information includes management’s compensation at Georgia Capital JSC and 2019 information includes Group’s
executives’ compensation.

In addition to Executives’ Equity Compensation Plan, the Group grants shares of the parent to the employees of the Group.

The following table illustrates the number and weighted average prices of, and movements in, shares awards granted to the
senior executives of the Group during the year:

2020 2019
Shares outstanding at 1 January 1,951,400 2,294,556
Granted during the year 224,200 343,638
Forfeited during the year (110,429) (239,000)
Vested during the year (266,1306) (111,000)
Change in investment entity status - (336,794)
Shares outstanding at 31 December 1,799,035 1,951,400
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Share-based Payments (continued)

The weighted average remaining contractual life for the share awards outstanding as at 31 December 2020 was 3 years
(2019: 4 years).

The weighted average fair value of shares granted during the year was GEL 29.6 (2019: GEL 38.2). The weighted average
fair value of shares forfeited and vested was GEL 23.2 (2019: 37.7).

Expense recognition:

The expense recognised for employee services received during the year and the respective increase in equity arising from
equity-settled share-based payments is shown in the following table:

2020 2019
Increase in equity arising from equity-settled share-based payments 18,461 31,201

Expense arising from equity-settled transactions 15,000 26,549

Expense arising from equity-settled transactions in the amount of GEL 2,965 (2019: GEL 2,862) was recognised in net
non-recurring expenses related to termination of employment agreement of the executive.

Risk Management

Introduction

Risk is inherent in the Group’s activities but it is managed through a process of on-going identification, measurement and
monitoring, subject to risk limits and other controls. This process of risk management is critical to the Group’s continuing
profitability and each individual within the Group is accountable for the risk exposures relating to his or her responsibilities.
The Group is exposed to investment risk, credit risk, liquidity risk and market risk. It is also subject to operational risks and
insurance risk.

The independent risk control process does not include business risks such as changes in the environment, technology and
industry. They are monitored through the Group’s strategic planning process.

All non-executive Board members of Georgia Capital PLC are also members of Supervisory Board of JSC Georgia Capital.
JSC Georgia Capital established Audit and Valuation, Investment and Remuneration Committees with the same terms of
reference and the same members as those of Georgia Capital PLC. As such, all relevant decisions of Audit and Valuation,
Investment and Remuneration Committees of Georgia Capital PLC apply to the Group.

Risk management structure

Audit and Valuation Committee

The Audit and Valuation Committee of Georgia Capital assists the Management Board of the Group in relation to the
oversight of the Group’s financial and reporting processes. It monitors the integrity of the financial statements and is
responsible for governance around both the internal audit function and external auditor, reporting back to the Board. It
reviews the effectiveness of the policies, procedures and systems in place related to, among other operational risks,
compliance, IT and IS (including cyber-security) and assessed the effectiveness of the risk management and internal control
framework.

It is responsible for reviewing and approving half-yearly and annual valuations of the Company’s portfolio investments
prepared and presented to it by the Management Board. The Committee will ensure that the Valuation Policy complies with
the obligations within any agreements in place, legislation, regulations, guidance and other policies of the Company.
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Risk Management (continued)
Introduction (continued)

Risk management structure (continued)
Investment Committee

The Investment Committee ensures a centralised process-led approach to investment; and the over-riding priority is to
protect the Group’s long-term viability and reputation and produce sustainable, medium to long-term cash-to-cash returns.
It oversights each step of the investment lifecycle, approves all investment, divestment and material portfolio decisions and
ensures that investments are in line with Group’s investment policy and risk appetite.

Management Board

The Management Board of Georgia Capital has overall responsibility for the Group’s asset, liability and risk management
activities, policies and procedures. The Management Board comprises of senior manager of GCAP PLC and JSC GCAP.
In order to effectively implement the risk management system, the Board of Directors delegate individual risk management
functions to the Management Board, which in turn assigns specific functions to the various decision-making and execution
bodies within the portfolio entities of JSC Georgia Capital.

Internal Audit

The Internal Audit Department of Georgia Capital is responsible for the annual audit of the Group’s risk management,
internal control and corporate governance processes, with the aim of reducing the levels of operational and other risks,
auditing the Group’s internal control systems and detecting any infringements or errors on the part of the Group’s
departments and divisions. It examines both the adequacy of and the Group’s compliance with those procedures. The
Group’s Internal Audit Department discusses the results of all assessments with management, and reports its findings and
recommendations to the Audit and Valuation Committee.

Risk measurement and reporting systems

The Group’s risks are measured using a method which reflects both the expected loss likely to arise in normal circumstances
and unexpected losses, which are an estimate of the ultimate actual loss based on different forecasting models. The models
make use of probabilities derived from historical experience, adjusted to reflect the economic environment.

Monitoring and controlling risks is primarily performed based on limits established by the Group. These limits reflect the
business strategy and market environment of the Group as well as the level of risk that the Group is willing to accept, with
additional emphasis on selected industries and countries. In addition, the Group monitors and measures the overall risk
bearing capacity in relation to the aggregate risk exposure across all risks types and activities.

Information compiled from all the businesses is examined and processed in order to analyse, control and identify eatly risks.
This information is presented and explained to the Management Board.

Risk mitigation

As part of its overall risk management, the Group uses derivatives and other instruments to manage exposures resulting
from changes in interest rates, foreign currencies, equity risks, credit risks, and exposures arising from forecast transactions.
Risks at portfolio company level are mitigated by instruments applicable to specific industries they operate in.

Credit risk

Credit risk is the risk that the Group will incur a loss because its customers, clients or counterparties fail to discharge their
contractual obligations. The Group manages and controls credit risk by setting limits on the amount of risk it is willing to
accept for individual counterparties and by monitoring exposures in relation to such limits. Credit terms by debtors, for
various portfolio companies are managed and monitored separately, given industry specifics in which respective entities
operate.
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Risk Management (continued)

Credit risk (continued)
Liguid financial instruments
Credit risk from balances with banks and financial institutions is managed by the Group’s treasury department in accordance
with the Group’s policy. Investments of surplus funds are made only with approved counterparties and within credit limits
assigned to each counterparty. The limits are set to minimise the concentration of risks and therefore mitigate financial loss

through a counterparty’s potential failure to make payments.

The table below demonstrates the Group’s financial assets credit risk profile by external rating grades:

31 December 2020 31 December 2019
BB+ to B+ to Not BB+ B+ to Not
BB- B- graded to BB- B- graded
Cash and cash equivalents 111,983 5,043 - 99,589 9,842 7,784
Amounts due from credit institutions 9,997 32,658 - - - -
Marketable securities 3,964 8,797 655 29,713 22,589 6,037
Loans issued - - 108,983 34,378 - 117,506
Other assets - - 5,769 - - 3,395
Total 125,944 46,498 115,407 163,680 32,431 134,721

* Non graded Other assets represents receivable from guarantee issued to a portfolio company, with nominal amount of
GEL 74,431 as at 31 December 2020 (2019: GEL 59,376), refer to note 22.

Credit quality per class of financial assets

The credit quality of financial assets is also managed by the Group based on the number of overdue days. None of the
Group’s financial assets are past due as at 31 December 2020 and 2019.

No significant increase in credit risk since initial recognition occurred in respect of the Group’s financial assets as at 31
December 2020 and 2019.

The Group does not have a grading system to evaluate credit quality of neither past due nor impaired assets. Maximum
exposure to credit risk is limited to carrying value of respective financial assets and to notional amount of guarantees issued.

Liquidity risk
Liquidity risk is the risk that the Group will be unable to meet its payment obligations when they fall due under normal and
stress circumstances. To limit this risk, management has arranged diversified funding sources in addition to its capital,

manages assets with liquidity in mind, and monitors future cash flows and liquidity on a regular basis. This incorporates
daily monitoring of expected cash flows and liquidity needs.

In addition, Group at all times holds US$ 50 million liquid asset buffer at Georgian parent company level, where liquid
assets are defined as marketable debt securities, cash at bank and short-term and long-term deposits with financial
institutions.

The Group manages the maturities of its assets and liabilities for better matching, which helps the Group additionally
mitigate the liquidity risk. Maturities of JSC Georgia Capital and each portfolio entities are managed separately The major
liquidity risks confronting the Group are the daily calls on its available cash resources in respect of supplier contracts, claims
arising from insurance contracts and the maturity of borrowings.
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Risk Management (continued)
Liquidity risk (continued)

The table below summarises the maturity profile of the Group’s financial liabilities based on contractual undiscounted
repayment obligations. Repayments, which are subject to notice, are treated as if notice were to be given immediately.

Financial liabilities Less 3012 1to5 Over

than 3 Total
31 December 2020 months months years 5 years
Debt securities issued 30,064 30,064 1,131,987 - 1,192,115
Accounts payable 531 - - - 531
Financial guarantees 74,431 - - - 74,431
Other financial liabilities 81 2,127 106 - 2,314
Total undiscounted financial liabilities 105,107 32,191 1,132,093 - 1,269,391
Financial liabilities Less 3012 1to5 Over

than 3 Total
31 December 2019 months months years 5 years
Debt securities issued 25,404 25,404 1,007,330 - 1,058,138
Accounts payable 1,284 - - - 1,284
Financial guarantees 59,376 - - - 59,376
Other financial liabilities 80 2,875 1,157 - 4,112
Total undiscounted financial liabilities 86,144 28,279 1,008,487 - 1,122,910

Market risk

Market risk is the risk that the value of financial instruments will fluctuate due to changes in market variables such as interest
rates and foreign exchange rates. The Group has exposure to market risks. The Group structures the levels of market risk
it accepts through a Group market risk policy that determines what constitutes market risk for the Group.

Currency risk

The Group is exposed to the effects of fluctuations in the prevailing foreign currency exchange rates on its financial position
and cash flows. The Group’s principal transactions are carried out in Georgian Lari and its exposure to foreign exchange
risk arises primarily with respect to Dollar.

The tables below indicate the currencies to which the Group had significant exposure at 31 December 2020 and 31 December
2019 on its monetary assets and liabilities. The analysis calculates the effect of a reasonably possible movement of the
currency rate against the Georgian Lari, with all other variables held constant on the income statement (due to the fair value
of currency sensitive non-trading monetary assets and liabilities). The reasonably possible movement of the currency rate
against the Georgian Lari is calculated as a standard deviation of daily changes in exchange rates over the twelve months. A
negative amount in the table reflects a potential net reduction in income statement or equity, while a positive amount reflects
a net potential increase.

Change in Change in

Effect on profit Effect on profit
currency currency
. before tax JR before tax
Currency rate in % rate in %
2020 2019
EUR + 15.1% 1,706 + 7.9% (2,293)
GBP +16.1% - + 10.2% 706
USD + 13.0% (94,540) + 6.4% (35,413)
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Risk Management (continued)
Operational risk

Operational risk is the risk of loss arising from systems failure, human error, fraud or external events. When controls fail to perform,
operational risks can cause damage to reputation, have legal or regulatory implications, or lead to financial loss. The Group cannot
expect to eliminate all operational risks, but through a control framework and by monitoring and responding to potential risks, the
Group is able to manage the risks. Controls include effective segregation of duties, access, authorisation and reconciliation
procedures, staff education and assessment processes, including the use of internal audit.

Operating environment

Most of the Group’s portfolio investments is concentrated in Georgia. As an emerging market, Georgia does not possess a well-
developed business and regulatory infrastructure that would generally exist in a more mature market economy. Operations in
Georgia may involve risks that are not typically associated with those in developed markets (including the risk that the Georgian
Lari is not freely convertible outside the country, and undeveloped debt and equity markets). However, over the last few years the
Georgian government has made a number of developments that positively affect the overall investment climate of the country,
specifically implementing the reforms necessary to create banking, judicial, taxation and regulatory systems. This includes the
adoption of a new body of legislation (including new Tax Code and procedural laws). In the view of the Board, these steps
contribute to mitigate the risks of doing business in Georgia.

The existing tendency aimed at the overall improvement of the business environment is expected to persist. The future stability
of the Georgian economy is largely dependent upon these reforms and developments and the effectiveness of economic,
financial and monetary measures undertaken by the Government. However, the Georgian economy is vulnerable to market
downturns and economic slowdowns elsewhere in the world.

Capital Management

Management monitors the Group’s capital on a regular basis based on statement of Net Asset Value (NAV) prepared on
fair value bases, same as equity attributable to the shareholder of JSC Georgia Capital as at 31 December 2020 in the amount
of GEL 2,213,290 (2019: GEL 1,758,197). Net Asset Value (NAV) statement, which breaks down NAV into its
components, including fair values for the private businesses and follows changes therein, providing management with a
snapshot of the Group’s financial position at any given time. NAV statement provides a value of Georgia Capital that
management uses as a tool for measuring its investment performance. Management closely monitors NAV in connection
with capital allocation decisions.

The capital management objectives are as follows:

*  to maintain the required level of stability of the Group thereby providing a degree of security to the shareholders;

*  to manage capital needs such that Group does not depend on potentially premature liquidation of it’s listed
investments;

*  to allocate capital efficiently and support the development of business by ensuring that returns on capital employed
meet the requirements of its capital providers and of its shareholders; and

*  to maintain financial strength to support new business growth and to satisfy the sharcholder’s requirements.

The Group manages its capital structure and makes adjustments in light of changes in economic conditions and the
requirements of the financial covenants if any. To maintain or adjust the capital structure, the Group may adjust the amount
of outstanding equity.
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Fair Value Measurements
Fair value hierarchy

For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities on the basis of the nature,
characteristics and risks of the asset or liability. The following tables show analysis of assets and liabilities measured at fair value
or for which fair values are disclosed by level of the fair value hierarchy:

31 December 2020 Level 1 Level 2 Level 3 Total
Assets measured at fair value
Marketable securities 4,986 8,430 - 13,416
Equity investments at fair value 531,558 - 2,376,130 2,907,688
Loans issued - - 108,983 108,983
Assets for which fair values are disclosed
Cash and cash equivalents - 117,026 - 117,026
Amounts due from credit institutions - 42,655 - 42,655
Accounts receivable - - 117 117
Liabilities for which fair values are disclosed
Debt securities issued - 1,001,956 - 1,001,956
Lease liabilities - 264 - 264
31 December 2019 Level 1 Level 2 Level 3 Total
Assets measured at fair value
Marketable securities 10,376 52,117 - 62,493
Equity investments at fair value 1,027,814 - 1,223,651 2,251,465
Loans issued - - 117,506 117,506
Other assets - 1,918 469 2,387
Other derivative financial assets - 1,918 - 1,918
Call option - - 469 469
Assets for which fair values are disclosed
Cash and cash equivalents - 117,215 - 117,215
Accounts receivable - - 1,176 1,176
Loans issued - - 35,020 35,020
Liabilities for which fair values are disclosed
Debt securities issued - 829,726 - 829,726
Lease liabilities - 634 - 634

Valuation techniques

The following is a description of the determination of fair value for financial instruments which are recorded at fair value using
valuation techniques. These incorporate the Group’s estimate of assumptions that a market participant would make when
valuing the instruments.

Assets for which fair value approximates carrying value

For financial assets and financial liabilities that are liquid or have a short term maturity (less than three months), it is assumed
that the carrying amounts approximate to their fair value. This assumption is also applied to demand deposits, savings accounts
without a specific maturity and variable rate financial instruments.

Fixed rate financial instruments

The fair value of fixed rate financial assets and liabilities carried at amortised cost are estimated by comparing market interest
rates when they were first recognised with current market rates offered for similar financial instruments. The estimated fair

value of fixed interest bearing deposits is based on discounted cash flows using prevailing money-market interest rates for debts
with similar credit risk and maturity.
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Fair Value Measurement (continued)
Valuation techniques (continued)

Egquity Investments in Listed Portfolio Companies

Equity instruments listed on an active matket are valued at the price within the bid/ask spread, that is most tepresentative of
fair value at the reporting date, which usually represents the closing bid price. The instruments are included within Level 1 of
the hierarchy.

Equity Investments in Private Portfolio Companies

Large portfolio companies — An independent third-party valuation firm is engaged to assess fair value ranges of large private
portfolio companies at the reporting date starting from 2020 (fair value assessment was performed internally as at 31 December
2019). The independent valuation company has extensive relevant industry and emerging markets experience. Valuation is
performed by applying several valuation methods that are weighted to derive fair value range, with income approach being
more heavily weighted than market approach. Management selects most appropriate point in the provided fair value range at
the reporting date.

Investment stage and other portfolio companies — fair value assessment is performed internally as described below.

Equity investments in private portfolio companies are valued by applying an appropriate valuation method, which makes
maximum use of market-based public information, is consistent with valuation methods generally used by market participants
and is applied consistently from period to period, unless a change in valuation technique would result in more reliable estimation
of fair value.

The value of an unquoted equity investment is generally crystallised through the sale or flotation of the entire business.
Therefore, the estimation of fair value is based on the assumed realisation of the entire enterprise at the reporting date.
Recognition is given to the uncertainties inherent in estimating the fair value of unquoted companies and approptiate caution
is applied in exercising judgments and in making the necessary estimates.

Fair value of equity investments is determined using one of the valuation methods described below:

Listed Peer Group Multiples

This methodology involves the application of a listed peer group earnings multiple to the earnings of the business and is
appropriate for investments in established businesses and for which the Company can determine a group of listed companies
with similar characteristics.

The earnings multiple used in valuation is determined by reference to listed peer group multiples appropriate for the period of
earnings calculation for the investment being valued. The Group identifies peer group for each equity investment taking into
consideration points of similarity with the investment such as industry, business model, size of the company, economic and
regulatory factors, growth prospects (higher growth rate) and risk profiles. Some peer-group companies’ multiples may be more
heavily weighted during valuation if their characteristics are closer to those of the company being valued than others.
As a rule of thumb, last 12-month earnings will be used for the purposes of valuation as a generally accepted method.
Earnings are adjusted where appropriate for exceptional, one-off or non-recurring items.

a.  Valuation based on enterprise value
Fair value of equity investments in private companies can be determined as their enterprise value less net financial debt (gross
face value of debt less cash) appearing in the most recent Financial Statements.

Enterprise value is obtained by multiplying measutes of a company’s earnings by listed peer group multiple (EV/EBITDA)
for the appropriate period. The measures of earnings generally used in the calculation is recurring EBITDA for the last 12
months (LTM EBITDA). In exceptional cases, where EBITDA is negative, peet EV/Sales (entetptise value to sales) multiple
can be applied to last 12-month recutting/adjusted sales revenue of the business (LTM sales) to estimate enterptise value.
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Fair Value Measurement (continued)
Valuation techniques (continued)
Equity Investments in Private Portfolio Companies (continued)

Listed Peer Group Multiples (continued)

Once the enterprise value is estimated, the following steps are taken:

& Net financial debt appearing in the most recent financial statements is subtracted from the enterprise value. If net
debt exceeds enterprise value, the value of shareholders’ equity remains at zero (assuming the debt is without recourse
to Georgia Capital).

& The resulting fair value of equity is apportioned between Georgia Capital and other shareholders of the company
being valued, if applicable.

Valuation based on enterprise value using peer multiples is used for businesses within non-financial industries.

b.  Equity fair value valuation
Fair value of equity investment in companies can determined as using price to earnings (P/E) multiple of similar listed
companies.

The measure of earnings used in the calculation is recurring adjusted net income (net income adjusted for non-recurring items
and forex gains/ losses) for the last 12 months (LTM net income). The resulting fair value of equity is allocated between
Georgia Capital and other shareholders of the portfolio company, if any. Fair valuation of equity using peer multiples can be
used for businesses within financial sector (e.g. insurance companies).

Discounted cash flow

Under the discounted cash flow (DCF) valuation method, fair value is estimated by deriving the present value of the business
using reasonable assumptions of expected future cash flows and the terminal value, and the appropriate risk-adjusted discount
rate that quantifies the risk inherent to the business. The discount rate is estimated with reference to the market risk-free rate,
a risk adjusted premium and information specific to the business or market sector. Under the discounted cash flow analysis
unobservable inputs are used, such as estimates of probable future cash flows and an internally-developed discounting rate of
retutn.

Net Asset Value

The net assets methodology (NAV) involves estimating fair value of equity investment in a private portfolio company based
on its book value at reporting date. This method is appropriate for businesses whose value derives mainly from the underlying
value of its assets and where such assets are already carried at their fair values (fair values determined by professional third-

party valuation companies) on the balance sheet.

DPrice of recent investment

The price of a recent investment, resulting from an ordetly transaction, generally represents fair value as of the transaction date.
At subsequent measurement dates, the price of a recent investment may be an appropriate starting point for estimating fair
value. However, adequate consideration is given to the current facts and circumstances to assess at each measurement date
whether changes or events subsequent to the relevant transaction imply a change in the investment’s fair value.

Validation

Fair value of investments estimated using one of the valuation methods described above is cross-checked using several other
valuation methods as follows:

o Listed peet group multiples — peer muldples such as P/E, P/B (ptice to book) and dividend yield are applied to

respective metrics of the investment being valued depending on the industry of the company. The Company develops
fair value range based on these techniques and analyse whether fair value estimated above falls within this range.
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Fair Value Measurement (continued)

Valuation techniques (continued)

Equity Investments in Private Portfolio Companies (continued)

Validation (continned)

& Discounted cash flow (DCF) — The discounted cash flow valuation method is used to determine fair value of equity
investment. Based on DCF, the Company might make upward or downward adjustment to the value of valuation
target as derived from primary valuation method. If fair value estimated using discounted cash flow analysis
significantly differs from the fair value estimate derived using primary valuation method, the difference is examined
thoroughly, and judgement is applied in estimating fair value at the measurement date.

Valuation process for Level 3 valuations

Georgia Capital’s Management Board proposes fair value to be placed at each reporting date to the Audit and Valuation
Committee. Audit and Valuation Committee is responsible for the review and approval of fair values of investments at the end
of each reporting period.

Fair values of investments in private companies is assessed externally by independent third-party valuation firm for large private
portfolio companies at the reporting date starting from 2020 (fair value assessment was performed internally as at 31 December
2019) and internally in accordance with Georgia Capital’s valuation methodology by the Valuation Workgroup for investment
stage and other portfolio companies.

Description of significant unobservable inputs to level 3 valuations

The approach to valuations as of 31 December 2020 was consistent with the Group’s valuation process and policy. Key
focus of the valuations at 31 December 2020 was an assessment of the impact of the COVID-19 pandemic on each portfolio
company. Management continues to monitor the impact that the COVID-19 pandemic has on the valuation of portfolio
companies.

The following tables show descriptions of significant unobservable inputs to level 3 valuations of investments in subsidiaries:

31 December 2020
Range
Description Valuation technique Unobservable input [selected  Fair value
input]
Loans Issued DCF Discount rate 9%-16% 108,983
Equity investments at fair value
Large portfolio 1,858,237
Health ' EV/EBITDA multipl T65.8x 571,656
ealthcare services DCF, EV/EBITDA multiple [13.2x] s
. . 7.2x-18.4x
Retail (Pharmacy) DCF, EV/EBITDA EV/EBITDA muliple 5.12] 552,745
Water utility DCF, EV/EBITDA EV/EBITDA multiple 8'8[;‘3‘5]'4)‘ 471,148
. 7.1x-18.1x
P&>C insurance DCF, P/E P/E multiple [11.6x] 197,806
. ) . 9.6x-15.6x
Medical insurance DCF, P/E P/E multiple [1XO 1] * 64,882
Investment stage 302,964
Renewable ene Sum of the parts 11.3x-21.3x 209,902
g parts EV/EBITDA multiple [9.0x-10.5x] ’
Education EV/EBITDA EV/EBITDA multiple 7?;‘22515(]8" 93,062
. 5.1x-19.9x
EV/EBITDA multiples [5.0x-10.0x]
. 1.2x-4.7x
Other Sum of the parts EV/Sales multiple [2.45] 214,929
Cashflow probability [90%-100%]
NAV multiple [0.9x]
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20. Fair Value Measurement (continued)

Description of significant unobservable inputs to level 3 valuations (continued)

31 December 2019
Description Valuation technique Unobservable input Rané: .‘; £ .sl‘:zected Fair value
Loans Issued DCF Discount rate 9%-12% 117,506
Equity investments at fair value
Large portfolio 648,893
Water utility EV/EBITDA EV/EBITDA multiple 7'9[2‘;1j0" 483,970
.0X
P&C insurance P/E P/E multiple G'G[E‘ézf * 164,923
UX
Investment stage 163,116
Renewable energy Recent transaction price Recent transaction price n/a 106,800
Education Recent transaction price Recent transaction price n/a 56,316
. 6.0x-15.4x
EV/EBITDA multiples [10.0x-10.4x]
. 1.3x-3.9x
Other Sum of the parts EV/Sales multiple [2.2x] 411,642
Cashflow probability [70%-100%]
NAV multiple [1x]

Georgia Capital hired third-party valuation professionals to assess fair value of the large private portfolio companies as at
31 December 2020, including Water Utility, P&C insurance and the three businesses (Healthcare Services, Retail (Pharmacy)
and Medical Insurance) that constituted GHG PLC and were transferred to the private portfolio and are valued as private
companies after Georgia Healthcare Group PLC’s delisting from London Stock Exchange in August 2020. Valuation is
performed by applying several valuation methods that are weighted to derive fair value range, with income approach being
more heavily weighted than market approach. Management selects most appropriate point in the provided fair value range
at the reporting date.

The Education and Renewable businesses were valued at recent transaction price as at 31 December 2019. Changes in the
valuation methodology relating to the Education business and certain components of the Renewable business have been
applied in this reporting period. These changes reflect IPEV valuation guidelines, the passage of time since the transaction
and the impact of changes made post investment. Consequently, as of 31 December 2020, the Education business is valued
using an EV/EBITDA multiple, whilst the Renewables business is valued on the basis of sum of the patts (recent transaction
ptice and EV/EBITDA multiple).

Fair value of investment property held by Hospitality and Commercial business (presented within “other” in equity
investments) is estimated by independent third party valuers. Due to COVID-19 impact on real estate markets, investment
property valuations are reported on the basis of ‘material valuation uncertainty’ as per VPS 3 and VPGA 10 of the RICS
Red Book Global. Consequently, less certainty and a higher degree of caution should be attached to the valuation than
would normally be the case. Fair value of the business as at 31 December 2020 is GEL 43,036.

In order to determine reasonably possible alternative assumptions the Group adjusted key unobservable model inputs. The
Group adjusted the inputs used in valuation by increasing and decreasing them within a range , which is considered by the
Group to be reasonable.

If the interest rate for each individual loan issued to subsidiaties as at 31 December 2020 decreased by 20% (2019: 20%), the
amount of loans issued would have decreased by GEL 1,494 or 1.4% (2019: GEL 609 or 0,5%). If the interest rates increased
by 20% then loans issued would have increased by GEL 1,502 or 1.4% (2019: GEL 617 or 0.5%).

If the listed peer multiples used in the market approach to value unquoted investments as at 31 December 2020 decreased by
10% (2019: 5%), value of equity investments at fair value would decrease by GEL 117 million or 4% (2019: GEL 62 million
or 8%). If the multiple increased by 10% (2019: 5%) then the equity investments at fair value would increase by GEL 117
million or 4% (2019: GEL 62 million or 8%).
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20. Fair Value Measurement (continued)
Description of significant unobservable inputs to level 3 valuations (continued)
If the discount rates used in the income approach to value unquoted investments decreased by 50 basis points (2019: 59 basis
points), the value of equity investments at fair value would increase by GEL 91 million or 3% (2019: GEL 2 million or 4%). If
the discount rates increased by 50 basis points (2019: 59 basis points) then the equity investments at fair value would decrease
by GEL 87 million or 3% (GEL 2 million or 4%). If the discount rate decreased by 100 basis points, the value of equity
investments at fair value would increase by GEL 192 million or 7%. If the discount rate increased by 100 basis points then the
equity investments at fair value would decrease by GEL 166 million or 6%.
If the multiple used to value unquoted investments valued on NAV and recent transaction price basis (except for Hospitality
and Commercial business) as at 31 December 2020 decreased by 10% (2019: 5%), value of equity investments at fair value
would decrease by GEL 12 million or 0.4% (2019: GEL 21 million or 5%). If the multiple increased by 10% then the equity
investments at fair value would increase by GEL 12 million or 0.4% (2019: GEL 21 million or 5%).
Set out below is a comparison by class of the carrying amounts and fair values of the Group’s financial instruments that are carried
in the consolidated historical financial information. The table does not include the fair values of non-financial assets and non-
financial liabilities, or fair values of other smaller financials assets and financial liabilities, fair values of which are materially close to
their carrying values.
Cartying Fair value Unrecognised Cartying Fair value Unrecognised
value 31 31 . value 31 .
gain (loss) 31 31 December  gain (loss) 31
December — December b o mper 2020 December 2019 December 2019
2020 2020 2019
Financial assets
Cash and cash equivalents 117,026 117,026 - 117,215 117,215 -
ix:tllct)sgz)sn ;lue from credit 42,655 42,655 ) ) ) )
Loans Issued - - - 34,378 35,020 642
Financial liabilities
Lease liabilities 273 264 9 630 634 “4)
Debt securities issued 980,932 1,001,956 (21,024) 825,952 829,726 (3,774)
Total unrecognised change in
unrealisedgfair value ¢ (21,015) (3,136)

Movements in level 3 financial instruments measured at fair value

The following tables show a reconciliation of the opening and closing amounts of level 3 financial assets which are recorded at

fair value:

At 31 Loans At 31
PL movement* ,
December Other . issued [ oans December
Investments chanoes®* Derecognition repaid
2019 realized unrealized o P 2020
Level 3 financial assets
Call option 469 - 120 - - (589) - - -
Loans issued 117,506 5,366 20,615 - (5,366) - 9,002  (38,140) 108,983
Equity investments at fair value 1,223,651 29,870 1,085,754 56,400 (19,545) - - - 2,376,130

* PL. movement represents gain on revaluation of call gption, interest income and foreign exchange gain on loans issued and fair value loss and dividend

incomte on investments at fair value.

** Other changes for loans issued represent interest repayment and for equity investments at fair valne — dividends and other investments (note 10).
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Maturity Analysis

The table below shows an analysis of assets and liabilities analysed according to when they are expected to be recovered or

settled:

Cash and cash equivalents
Amounts due from credit institutions
Marketable securities*
Accounts receivable
Prepayments

Loans issued

Property and equipment
Intangible assets

Other assets

Equity investments at fair value
Total assets

Accounts Payable
Debt securities issued
Other liabilities
Total liabilities

Net

*nternationally and locally listed debt and equity investments are allocated to "less than 1 year'" rather than based on contractual maturity.

31 December 2020 31 December 2019
Less More Less More
than than Total than than Total

1 Year 1 Year 1 Year 1 Year
117,026 - 117,026 117,215 - 117,215
42,655 - 42,655 - - -
13,416 - 13,416 62,493 - 62,493
117 - 117 1,176 - 1,176
588 - 588 384 - 384
2,457 106,526 108,983 75,363 76,521 151,884
- 449 449 - 580 580
- 99 99 - 122 122
86 5,937 6,023 2,076 4,444 6,520
- 2907,688 2,907,688 - 2,251,465 2251,465
176,345 3,020,699 3,197,044 258,707 2,333,132 2,591,839
531 - 531 1,284 - 1,284
18,769 962,163 980,932 15,860 810,092 825,952
2,155 136 2,291 5,485 921 6,406
21,455 962,299 983,754 22,629 811,013 833,642
154,890 2,058,400 2,213,290 236,078 1,522,119 1,758,197
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Related Party Disclosures

In accordance with TAS 24 “Related Party Disclosures”, parties are considered to be related if one party has the ability to
control the other party or exercise significant influence over the other party in making financial or operational decisions. In
considering each possible related party relationship, attention is directed to the substance of the relationship, not merely the
legal form.

Related parties may enter into transactions which unrelated parties might not, and transactions between related parties may
not be effected on the same terms, conditions and amounts as transactions between unrelated parties. All transactions with
related parties disclosed below have been conducted on an arm’s length basis.

The volumes of related party transactions, outstanding balances year end, and related expenses and income for the period
are as follows:

31 December 2020 31 December 2019
Management* Subsidiaries** Management* Subsidiaries**
Assets
Marketable securities - 1,343 - 22,393
Prepayments - 457 - 103
Loans issued - 108,983 - 117,506
Other assets - 5,769 - 5,313
- 116,552 - 145,315
Liabilities
Accounts Payable - - - 125
Debt securities issued 4,915 - 6,051 -
Financial guarantees provided (notional value) - 74,431 - 59,376
Other liabilities - 88 - 2,474
4,915 74,519 6,051 61,975
31 December 2020 31 December 2019
Joint
Management* Subsidiaries*¥ Management* Ventures and
Associates*¥¥
Income and expenses
Dividend income - 29,870 - -
Administrative expenses - (933) - -
Net foreign currency (loss) - (1,919) - -
Interest income - 12,873 - 199
Interest expense (296) (19) (390) -
(296) 39,872 (390) 199
* Management of |SC Georgia Capital consist of 3 executives and 6 bers of supervisory board (2019: 4 executives and 6 bers of supervisory board).

** Subsidiaries comprise of investees of |[SC Georgia Capital.
**k As at 31 December 2019, one of the Group’s subsidiaries, JSC Georgia Real Estate (formerly |SC m2 Real Estate) has loans issued to a joint venture
and associate. Interest income on loan issued is GEL 199.

Compensation of key management personnel comprised the following:

31 December
2020 31 December 2020
Salaries and other benefits (2,618) (1,275)
Share-based payments compensation (10,242) (6,134)
Non-recurring expense* (3,389) -
Total key management compensation (16,249) (7,409)

*The amount represents termination benefit of one of the Company’s key management personnel.

Key management personnel do not receive cash settled compensation, except for fixed salaries. The major part of the total
compensation is share-based. The number of key management personnel at 31 December 2020 was 9 (2019: 10).
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Independent auditor’s report
To the Shareholder and the Supervisory Board of JSC Georgia Capital

Opinion

We have audited the consolidated financial statements of JSC Georgia Capital (the Company)
and its subsidiaries (the Group), which comprise the consolidated statement of financial
position as at 31 December 2019, and the consolidated income statement, consolidated
statement of comprehensive income, consolidated statement of changes in equity and
consolidated statement of cash flows for the year then ended, and notes to the consolidated
financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all
material respects, the consolidated financial position of the Group as at 31 December 2019
and its consolidated financial performance and its consolidated 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 consolidated financial statements section of our report. We are
independent of the Group in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (including International
Independence Standards) (IESBA Code), and we have fulfilled our other ethical
responsibilities in accordance with the IESBA Code. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the consolidated financial statements
as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on
these matters. For each matter below, our description of how our audit addressed the matter
is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of
the consolidated financial statements section of our report, including in relation to these
matters. Accordingly, our audit included the performance of procedures designed to respond
to our assessment of the risks of material misstatement of the consolidated financial
statements. The results of our audit procedures, including the procedures performed to
address the matters below, provide the basis for our audit opinion on the accompanying
consolidated financial statements.

A member firm of Ernst & Young Global Limited
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Key audit matter | How our audit addressed it

Change to an investment entity basis of accounting

The Company determined that it met the
IFRS 10 Consolidated Financial Statements
(IFRS 10) investment entity criteria on 31
December 2019. Accordingly, it
deconsolidated all of its subsidiaries and
instead recognised them at their fair value
as at 31 December 2019. The difference
between the net assets of the
deconsolidated subsidiaries and their fair
value was recognised as a gain from the
change in investment entity status in the
consolidated income statement.

Substantial level of judgment applied by
management in assessing whether the
Company meets the investment entity
criteria under IFRS 10 and at what point in
time the Company became an investment
entity, as well as significant effect of
change to an investment entity basis of
accounting on the consolidated financial
statements made it a key audit matter.

The disclosures related to change to an
investment entity basis of accounting are
presented in notes 2, 3 and 4 to the
consolidated financial statements.

We involved our internal valuation
specialists and IFRS subject matter experts
in our procedures.

We examined the Company’s assessment
whether it meets the investment entity
criteria under IFRS 10.

We assessed whether the Company has
substantially all the features of an
investment entity evident in practice by
considering its policies and practices related
to fair value measurement and reporting.

We inspected internal management
reporting to assess whether the
management measures and evaluates
performance of substantially all of its
investments on a fair value basis, and
performed respective inquiries to the
members of the Audit and Valuation
Committee and executive management of
the Group.

We reviewed the Company’s valuation policy
and rulebook and assessed whether they
comply with the requirements of IFRS 13
Fair Value Measurement (IFRS 13).

We considered whether the Board’s approval
of the valuation policy, rulebook and the
updated terms of reference of the Audit and
Valuation Committee on 31 December 2019
was the trigger point which meant that the
Company met all of the IFRS 10 investment
entity criteria.

We assessed the disclosures in the
consolidated financial statements against
the requirements of IFRS 10 and IFRS 12
Disclosure of Interests in Other Entities.

A member firm of Ernst & Young Global Limited
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Key audit matter

How our audit addressed it

Valuation of private investments

Following change to an investment entity
basis of accounting, the Company
measures its investments in subsidiaries at
fair value through profit or loss. Equity
investments at fair value, including
investments in subsidiaries, comprise the
most significant part of the Group’s total
assets as at 31 December 2019. Majority
those equity investments are private,
without observable prices from an active
market available as at the reporting date.

Owing to the unquoted and illiquid nature
of the private investments, the assessment
of fair valuation is subjective and requires
a number of significant and complex
judgments to be made by management, in
particular in respect of the selection of an
appropriate valuation method,
determination of peer group and
applicable earnings multiples, calculation
of discount rates and the estimation of
future cash flows, could lead to the
incorrect valuation of the unquoted
investment portfolio. In turn, this could
have a material impact on the value of
equity investments at fair value in the
consolidated statement of financial
position as at 31 December 2019, and the
gain from change in investment entity
status in the consolidated income
statement for the year then ended, which
made it a key audit matter.

Information related to private investments
is disclosed in notes 4, 11 and 33 to the
consolidated financial statements.

We obtained an understanding of
management’s processes and controls for
determining the fair valuation of private
investments.

We involved valuation specialists to assist us
in performing our audit procedures.

We compared the Company’s valuation
methodology to IFRS 13 requirements.

We assessed the suitability of the
comparable companies used in the
calculation of the earnings multiples.

We assessed whether any significant
changes occurred from the acquisition to
the reporting date for the recently acquired
companies that would warrant change in
valuation of such investments as compared
to the recent purchase price.

We evaluated the selection of weighting
applied to earnings multiples of the
comparable companies.

We assessed the discount rates applied in
valuations performed using income method.

We compared key inputs in the valuation
models, such as EBITDA, net asset and net
debt, to the underlying accounting records.

We performed procedures to evaluate
mathematical accuracy of the valuation
models.

We formed a range for the key assumptions
used in the valuation of private investments.
Where appropriate, we derived a range of
fair values for private investments using our
assumptions and other qualitative risk
factors. We compared those ranges with the
fair values determined by the management.

We assessed the disclosures in the
consolidated financial statements against
the requirements of IFRS 10 and IFRS 13.
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Key audit matter

| How our audit addressed it

Effect of the COVID-19 pandemic on the consolidated financial statements

The COVID-19 pandemic is of an
unprecedented scale and has severely
impacted the global economy and
businesses across all industries. There is a
significant degree of uncertainty about the
further spread of the virus and the state of
the world economy.

The Company’s cash and liquid funds
comprise cash at banks, listed debt
securities and loans issued to portfolio
investments. The outbreak of COVID-19
has resulted in some equity investees
suspending dividend payments and may
affect the ability of Company’s
investments to make capital distributions
and pay back loans due. This in turn would
affect the Company’s ability to make
capital allocations to its portfolio
investments and service its debt.

The disclosures related to the effect of
COVID-19 outbreak on the Group are
presented in note 36 to the consolidated
financial statements.

We obtained the base case cash flow and
liquidity forecasts covering the full viability
assessment period until 31 December 2022
and the single worst case scenario prepared
by management and assessed the inputs and
key assumptions used in the forecasts.

We assessed the credit quality and liquidity
of the underlying cash and liquid funds at
31 December 2019 with reference to the
business model and the financial position of
the counterparties in case of loans granted
to the equity investees and the credit ratings
of debt securities.

We performed an independent stress testing
to assess whether the liquidity headroom
calculations are reasonable.

We screened the local media and public
announcements made by the Government of
Georgia to assess the severity of COVID-19
pandemic in the country and the
Government’s ability and intentions to
support the local economy.

We considered the financial position of Bank
of Georgia and the COVID-19 related
disclosures presented in its annual report for
the year ended 31 December 2019, given
that Bank of Georgia is the largest quoted
investment in the Company’s portfolio and
also a depository of the majority of the
Company’s cash.

Revenue recognition

Recognition of revenue across various
businesses within the Group was a key
audit matter due to the significance of
revenue to the consolidated financial
statements, the degree of management
judgment involved in the determination of
transition of control to customers as well
as the complexity and judgmental nature
of estimation process and assumptions
used when measuring progress towards
satisfaction of performance obligation
satisfied over time.

We obtained an understanding of the
revenue recognition process across different
revenue streams covering majority of the
Group’s businesses: healthcare and
pharmaceutical, real estate, utility and
energy, insurance, auto service and
beverages.

We evaluated the relevant controls in the
revenue cycle by assessing the design and
tested the operational effectiveness of key
controls across the major revenue streams.

F-
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The disclosures related to the recognition
of revenue are presented in note 27 to the
consolidated financial statements.

We discussed key contractual arrangements
with the management and inspected
relevant documentation, where applicable,
and assessed revenue recognition policies.

We tested a sample of revenue transactions
(including those around the reporting date)
by tracing them to supporting
documentation.

We recalculated and assessed the inputs
present in the manual adjustments posted
by management at year end, including
consignment sales adjustment at the
beverages business; completion rates at the
real estate (housing development) business;
as well as those used in the adjustment to
long-term treatments in the healthcare
business and in the water utility business.
For the insurance businesses, we
recalculated the multi-year adjustment and
traced the inputs such as premium amount,
commencement, expiry and cancellation
dates to underlying accounting records.

Within the healthcare business, we assessed
revenue adjustment for the corrections and
rebates through recalculation with reference
to the historical corrections and rebates
rate.

We ran correlation analysis between the
cash receipts during the year and the
revenue recorded in the consolidated
income statement on beverages and
pharmaceutical revenue streams.

We analysed unusual trends in revenue in
water utility business.

Valuation of investment properties

Investment property valuations are
inherently uncertain and subject to an
estimation process, particularly due to the
fact that the Group’s properties are located
in Georgia, where the market for such
assets is relatively illiquid.

We tested the accuracy of the underlying
property database by tracing the location
and total area of the sample of properties to
the Georgian public registry.
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Key audit matter

How our audit addressed it

The measurement of investment property
and investment property under
construction at fair value was one of the
matters of most significance in our audit
because of the significance of the balances
of investment property and investment
property under construction to the fair
valuation of the Group’s commercial and
hospitality business, and the complexity
and judgmental nature of estimation
processes and assumptions used.

Notes 4, 14 and 33 to the consolidated
financial statements disclose the
information about investment properties.

We involved our real estate specialists to
assist us in evaluating the Group’s
valuations of investment properties,
including the following:

e assessment of the competence,
professional qualifications and
objectivity of the external valuers
involved by the Group;

e through examining the valuation
reports and discussion with
management and the valuers,
obtaining an understanding of the
objectives and scope of the valuers’
work, the methods and assumptions
that they had used and the
conclusions that they had reached in
relation to a sample of investment
properties;

e evaluation of the methods and
assumptions used in the valuation
reports, including consideration as to
whether there was contrary market
intelligence that had not been taken
into account in the valuers’ analyses.

We recalculated the results of the valuations
recognized in the consolidated financial
statements.

Other information included in the Group’s 2019 Annual Report

Other information consists of the information included in the Group’s 2019 Annual Report
other than the consolidated financial statements and our auditor’s report thereon.
Management is responsible for the other information. The Annual Report is expected to be
made available to us after the date of this auditor’s report.

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

In connection with our audit of the consolidated financial statements, our responsibility is to
read the other information identified above when it becomes available and, in doing so,
consider whether the other information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audit or otherwise appears to be

materially misstated.
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Responsibilities of management and the Audit and Valuation Committee for the
consolidated financial statements

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

In preparing the consolidated 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.

The Audit and Valuation Committee is responsible for overseeing the Group’s financial
reporting process.

Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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
consolidated financial statements.

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

> Identify and assess the risks of material misstatement of the consolidated 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.

> Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.
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> Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the 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 consolidated 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 consolidated financial
statements, including the disclosures, and whether the consolidated 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 the Audit and Valuation Committee 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.

We also provide the Audit and Valuation Committee with a statement that we have complied
with relevant ethical requirements regarding independence, and to communicate with them
all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.
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From the matters communicated with the Audit and Valuation Committee, we determine
those matters that were of most significance in the audit of the consolidated financial
statements of the current period and are therefore the key audit matters. We describe these
matters in our auditor’s report unless law or regulation precludes public disclosure about the
matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such communication.

The partner in charge of the audit resulting in this independent auditor’s report is Marchello
Gelashvili.

ol gg/cé il

Marchello Gelashvili
On behalf of EY LLC
Thilisi, Georgia

11 April 2020
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JSC Georgia Capital and Subsidiaries

Consolidated Financial Statements

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 December 2019
(Thousands of Georgian Lari)

Assets

Cash and cash equivalents

Amounts due from credit institutions
Marketable securities

Accounts receivable

Insurance premiums receivable
Inventories

Investment properties

Prepayments

Income tax assets

Property and equipment

Loans issued

Goodwill

Intangible assets

Other assets

Equity investments at fair value
Assets of disposal group held for sale
Total assets

Liabilities

Accounts payable

Insurance contracts liabilities

Income tax liabilities

Deferred income

Borrowings

Debt securities issued

Other liabilities

Liabilities of disposal group held for sale
Total liabilities

Equity

Share capital

Additional paid-in capital

Treasury shares

Other reserves

Retained earnings

Total equity attributable to the
shareholder of JSC Georgia Capital

Non-controlling interests

Total equity

Total liabilities and equity

* Certain amounts do not correspond to the 2018 consolidated financial statements as they reflect the adjustments made for changes in

acconnting policy as described in Note 3.

Notes 31 December 31 December 1 January 2018
2019 2018 (restated)* (restated)*

7 117,215 253,349 346,239
8 - 40,299 38,141
9 62,493 71,824 31,907
12 1,176 170,228 21,507
- 57,801 30,855
13 - 276,230 76,713
14 - 151,232 159,989
384 117,818 87,760
19 - 2,405 1,374
15 580 1,573,624 551,339
10 151,884 150,300 101
17 - 142,095 21,935
17 122 51,471 5,143
18 6,520 101,162 69,769
11 2,251,465 457,495 1,153
- - 1,148,584
2,591,839 3,617,333 2,592,509
24 1,284 143,114 42,987
20 - 68,207 46,403
19 - 1,119 860
23 - 62,345 73,489
21 - 764,355 650,734
22 825,952 916,401 77,835
18 6,406 235,180 63,206
- - 619,029
833,642 2,190,721 1,574,543

26
12,400 11,526 10,000
499,369 498,781 466,187
(%61) (584) -
- 497,350 171,076
1,247,389 90,534 76,354
1,758,197 1,097,607 723,617
- 329,005 294,349
1,758,197 1,426,612 1,017,966
2,591,839 3,617,333 2,592,509

Signed and authorised for release on behalf of the Management by:

Irakli Gilauri

Giorgi Alpaidze

10 April 2020

X%

The accompanying notes on pages 8 to 87 are an integral part of these consolidated financial statements

Chief Executive Officer

Chief Financial Officer
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JSC Georgia Capital and Subsidiaries Consolidated Financial Statements

CONSOLIDATED INCOME STATEMENT

For the year ended 31 December 2019
(Thousands of Georgian Lari)

Notes 2019 2018 (restated)*
Revenue 1,473,437 1,282,995
Cost of sales (883,024) (789,884)
Gross profit 27 590,413 493,111
Salaries and other employee benefits 28 (174,762) (135,824)
Administrative expenses 28 (112,669) (105,740)
Other operating expenses (11,457) (11,225)
Expected credit loss / impairment chatge on financial assets 29 (11,474) (10,610)
Impairment charge on .ir’lsurance premium receivables, 29 (1,078) (2,179)
other assets and provisions
(311,440) (265,578)
EBITDA 278,973 227,533
Share in profit of associates 357 247
Dividend income 9 24,953 23,875
Depreciation and amortisation (110,075) (66,449)
Net foreign currency loss (41,792) (37,658)
Net gains from investment securities measured at FVPL 1,654 -
Net realised gains from investment securities measured at 1187 i
FVOCI >
Interest income at EIR method 30,658 23237
Interest expense (150,370) (96,895)
Net operating income before non-recurring items 35,545 73,890
Net non-recurring items 30 (8,235) (29,480)
Gain from change in investment entity status 3 588,828 -
Profit before income tax expense 616,138 44,404
Income tax expense 19 (4,633) (3,6006)
Profit for the year 611,505 40,798
Total profit attributable to:
— the shareholder of JSC Georgia Capital 576,501 14,391
— non-controlling interests 35,004 26,407
611,505 40,798

* Certain amounts do not correspond to the 2018 consolidated financial statements as they reflect the adjustments made for changes in
accounting policy described in Note 3.

The accompanying notes on pages 8 to 87 are an integral part of these consolidated financial statements



JSC Georgia Capital and Subsidiaries Consolidated Financial Statements

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2019
(Thousands of Georgian Lari)

Notes 2019 2018 (restated)*
Profit for the year 611,505 40,798
Other comprehensive income
Other comprebensive income | (loss) to be reclassified to profit or loss
in subsequent periods:
Income from currency translation differences 9,962 9,252
Changes in the fair value of debt instruments at FVOCI 2,694 (1,207)
Realised gain on financial assets measured at FVOCI
. ; . (1,187) -
reclassified to the consolidated income statement
Change in allowance for expected credit losses on (172) 117
investments in debt instruments measured at FVOCI
Reclassification of other reserves to PL due to Change (26,864) i
in investment entity status ’
Net other comprehensive (loss) / income to be
reclassified to profit or loss in subsequent periods (15,567) 8,162
Other comprehensive income [ (loss) not to be reclassified to profit or
loss in subsequent periods:
Revaluation of property and equipment 15 3,474 -
Changes in fair value of equity instruments designated
At FVOCI 26 140,441 (248,505)
Reclassification of other reserves to retained earnings 108.265
due to Change in investment entity status ’
Net oth(?r comprehensive inc.ome / (loss) not to be 252,180 (248,505)
reclassified to profit or loss in subsequent periods
Ot;l;er comprehensive income/(loss) for the year, net of 236,613 (240,343)
Total comprehensive income / (loss) for the year 848,118 (199,545)
Total comprehensive income / (loss) attributable to:
— the shareholder of JSC Georgia Capital 811,275 (226,928)
— non-controlling interests 36,843 27,383
848,118 (199,545)

* Certain amounts do not correspond to the 2018 consolidated financial statements as they reflect the adjustments made for changes in
accounting policy as described in Note 3.

The accompanying notes on pages 8 to 87 are an integral part of these consolidated financial statements



JSC Georgia Capital and Subsidiaries Consolidated Financial Statements

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2018
(Thousands of Georgian Lari)

Attributable to the shareholder of JSC Georgia Capital
Additional Non-

Share paid-in Treasury Other Retained Total controlling ETOt?I
. . . . quity
capital capital Shares reserves earnings Interests

31 December 2017 10,000 466,187 - 171,254 197,222 844,663 297,565 1,142,228
Effect of adoption of IFRS 9 - - - 192 (10,808) (10,616) (3,216) (13,832)
Effect of change in accounting policy (Note 3, (a))* - - - (370) (3,450) (3,820) - (3,820)
Effect of change in accounting policy (Note 3, (b))* - - - - (106,610) (106,610) - (106,610)
1 January 2018 (restated)* 10,000 466,187 - 171,076 76,354 723,617 294,349 1,017,966
Profit for the year (restated)* - - - - 14,391 14,391 26,407 40,798
Other comprehensive (loss) income for the year - - - (241,319) - (241,319) 976 (240,343)
Total comprehensive loss - - - (241,319) 14,391 (226,928) 27,383 (199,545)
Issue of share capital (Note 26) 1,526 127,844 - 577,913 - 707,283 - 707,283
Increase in equity arising from share-based payments (Note 31) - 32,282 - - - 32,282 6,062 38,344
Dilution of interests in subsidiaries - - - 2,760 - 2,760 (2,760) -
Increase in share capital of subsidiaries** - - - - - - 23,348 23,348
Acquisition of non-controlling interests in existing

subsidiaries - - - (13,080) - (13,080) (8,629) (21,709)
Non-controlling interests arising on acquisition 44 44

of subsidiary
Dividends paid by subsidiaries*** - - - - (211) (211) (10,792) (11,003)
Other purchases of treasury shares (Note 26) - (63,930) (532) - - (64,468) - (64,468)
Contributions under share-based payment plan - (63,5906) (52) - - (63,648) - (63,648)
31 December 2018 (restated)* 11,526 498,781 (584) 497,350 90,534 1,097,607 329,005 1,426,612

*Certain amonnts do not correspond to the 2018 consolidated financial statements as they reflect the adjustments made for changes in accounting policy described in Note 3 ((a) borrowing costs and (b) infrastructure assets).
** The minority sharebolder of the Group in JSC Georgian Renewable Power Company contributed GEL 23,348 to the equity in 2018.

*** [SC GEPHA, a subsidiary of the Group’s healthcare business, paid dividend to its minority shareholders in the amonnt of GEL 10,792.

**¥* GEL (6,446) change in non-controlling interest is related to deemed acquisition of NCI arising from share acquisition put option issued in 2017 to non-controlling sharebolders of "GEPH.A".

The accompanying notes on pages 8 to 87 are an integral part of these consolidated financial statements



JSC Georgia Capital and Subsidiaries Consolidated Financial Statements

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED)

For the year ended 31 December 2019
(Thousands of Georgian Lari)

Attributable to the shareholder of JSC Georgia Capital

Additional Non- Total
Share paid-in Treasury Other Retained Total controlling Eouit
capital capital Shares reserves earnings Interests quy

31 December 2018 (restated)* 11,526 498,781 (584) 497,350 90,534 1,097,607 329,005 1,426,612
Profit for the year - - - - 576,501 576,501 35,004 611,505
Other comprehensive income for the year - - - 234,774 - 234,774 1,839 236,613
Total comprehensive income for the year - - - 234,774 576,501 811,275 36,843 848,118
Issue of share capital (Note 26)*** 1,253 138,503 - - - 139,756 - 139,756
Increase in equity arising from share-based payments (Note 31) - 24,616 - - - 24,616 6,585 31,201
Dilution of interests in subsidiaries - - - 5,040 - 5,040 (5,040) -
Increase in share capital of subsidiaries - - - - - - 6,215 6,215
Acquisition / Sale of non-controlling interests in existing subsidiaries*** - - - (46,512) - (46,512) (92,354) (138,8606)
Acquisition of additional interest in existing subsidiaries by non-controlling ) ) ) (1,932) ) (1,932) 749 (1,183)

shareholders
Non-controlling interests arising on acquisition

of subsidiary (Note 5) ) ) ) ) ) ) 6,976 6,976
Dividends paid by subsidiaries ** - - - - (89) (89) (11,170) (11,259)
Capital reduction(Note 26) (379) (79,705) (305) - - (80,389) - (80,389)
Purchase of treasury shares - (82,820) (72) - - (82,898) - (82,898)
Change in investment entity status (Note 3) - - - (688,720) 580,443 (108,277) (277,809) (386,0806)
31 December 2019 12,400 499,369 (961) - 1,247,389 1,758,197 - 1,758,197

*Certain amounts do not correspond to the 2018 consolidated financial statements as they reflect the adjustments made for changes in accounting policy described in Note 3 ((a) borrowing costs and (b) infrastructure assets).

** During 2019 Georgia Healthcare Group PLC, Group’s subsidiary, announced dividend out of which GEL 2,873 was paid dividends to it minority sharebolders. In addition, ]SC GEPHA, a subsidiary of the Group’s
bealthcare business, paid dividend to its minority shareholders in the amount of 8,297 GEL.

***%On December 18 2019 GCAP PLC, 100% shareholder of JSC GCAP, contributed 17,892,911 existing GHG shares into the equity of |SC GCAP, in return of 1,025,680 newly issued GCAP shares. Group’s
interest in GHG increased to 70.6%. Acquisition of non-controlling interest in existing subsidiaries is mostly attributable to this transaction. For details refer to note 26.

The accompanying notes on pages 8 to 87 are an integral part of these consolidated financial statements



JSC Georgia Capital and Subsidiaries Consolidated Financial Statements

CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2019
(Thousands of Georgian Lari)

Notes 2019 2018
Cash flows from operating activities
Revenue received 1,386,928 1,196,852
Cost of goods sold paid (896,818) (818,201)
General, administrative and operating expenses paid (106,769) (109,173)
Salaries and other employee benefits paid (148,790) (107,560)
Net other income received / (expense paid) 7,207 (1,936)
Interest received 23,349 22,253
Net change in operating assets and liabilities (93) (2,324
Net cash flows from operating activities before income tax 265,014 179,905
Income tax paid (4,082) (2,423)
Net Cash flow from operating activities 260,932 177,482
Net withdrawals of amounts due from
credit institutions (16,240) 14,586
Loans repaid / (issued) 114,654 (135,785)
Acquisition of subsidiaries, net of cash acquired 5 (160,348) (25,339)
Repayment of remaining holdback amounts from (5,876) (14,820)
previous year acquisitions
Purchase of marketable securities (81,970) (62,297)
Proceeds from sale and redemption of marketable securities 125,534 28,780
Purchase of investments in associates 2 (10,822) -
Proceeds from sale of investment properties 14 860 2,566
Purchase and construction of investment properties 14 (13,430) (20,397)
Proceeds from sale of property and equipment and 11,162 1,496
intangible assets
Purchase of property and equipment (283,402) (378,928)
Purchase of intangible assets (28,740) (23,919)
Dividends received 24,953 23,875
Change in investment entity status 3 (131,520) -
Net cash flows used in investing activities (455,185) (590,182)

The accompanying notes on pages 8 to 87 are an integral part of these consolidated financial statements



JSC Georgia Capital and Subsidiaries Consolidated Financial Statements

CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)

For the year ended 31 December 2019
(Thousands of Georgian Lari)

Notes 2019 2018
Cash flows from financing activities
Proceeds from borrowings 19 660,400 247,574
Repayment of borrowings 19 (416,682) (393,981)
Proceeds from debt securities issued 19 247,053 747,184
Redemption and buyback of debt securities issued 19 (106,713) (80,747)
Other purchases of treasury shares 26 (80,389) (64,468)
Dividends paid by subsidiaries to non-controlling shareholders (11,405) (10,012)
Interest paid (148,790) (96,312)
Contributions under share-based payment plan (59,180) (66,701)
Increase in share capital of subsidiaries 6,216 2,675
Purchase of additional interest in existing subsidiaries (1,615) (5,719)
Cash payments for principal portion of lease liability 14 (21,087) -
Cash payments for interest portion of the lease liability 14 (6,665) -
Net cash from financing activities 61,143 279,493
Effect of exchange rates changes on cash and cash equivalents (3,024) (8,524)
Effect of change in expected credit losses for cash and cash
equivalents - 1
Net decrease in cash and cash equivalents (136,134) (141,730)
Cash and cash equivalents, beginning of the year 7 253,349 346,239
Cash and cash equivalents of disposal group held for sale,
beginning of the year - 48,840
Cash and cash equivalents of disposal group held for sale,
end of the year - .
Cash and cash equivalents, end of the year 7 117,215 253,349
The accompanying notes on pages 8 to 87 are an integral part of these consolidated financial statements
7



JSC Georgia Capital and Subsidiaries Notes to Consolidated Financial Statements

(Thousands of Georgian Lari)

Principal Activities

JSC Georgia Capital (“Georgia Capital”) makes up a group of companies (the “Group”), focused on investing in and
developing businesses in Georgia. The Group principally operates in utility and renewable energy, property and casualty
insurance, housing development, hospitality and commercial - property construction and development, wine and beer
production, education, digital, auto service businesses through privately held subsidiaries and healthcare, pharmaceutical
and medical insurance business through London Stock Exchange premium-listed Georgian Healthcare Group PLC. In
addition to its subsidiaries, the Group has a significant investment in London Stock Exchange premium listed Bank of
Georgia Group PLC.

Georgia Capital’s registered legal address is Kazbegi street 3-5, Thilisi Georgia.

JSC Georgia Capital was established on 6 August 2015 as a joint stock company (JSC) under the laws of Georgia. As of 31
December 2019 and 31 December 2018, the Group’s ultimate 100% owner was Georgia Capital PLC, a company
incorporated in England and listed on the London Stock Exchange.

Basis of Preparation
General

The consolidated financial statements of JSC Georgia Capital have been prepared in accordance with International Financial
Reporting Standards (‘IFRS’) as issued by the International Accounting Standards Board (IASB).

These financial statements are prepared under the historical cost convention except for financial assets measured at fair
value and investments in subsidiaries held at fair value through profit or loss (FVPL).

The financial statements are presented in thousands of Georgian Lari (“GEL”), unless otherwise indicated.

Investment entity status

On 31 December 2019 Georgia Capital concluded that it met the definition of investment entity as defined in IFRS 10
Consolidated Financial Statements. As per IFRS 10 an investment entity is an entity that:

a) obtains funds from one or more investors for the purpose of providing those investor(s) with investment
management services;

b) commits to its investor(s) that its business purpose is to invest funds solely for returns from capital appreciation,
investment income, or both; and

¢) measures and evaluates the performance of substantially all of its investments on a fair value basis.

According to IFRS 10, an investment entity shall not consolidate its subsidiaries or apply IFRS 3 when it obtains control of
another entity. Instead, an investment entity shall measure an investment in a subsidiary at fair value through profit or loss
in accordance with IFRS 9.

Given the above, these financial statements consolidate the Group’s subsidiaties up to 31 December 2019. As of that date,

the subsidiaries have been de-consolidated, and recognised as investments in subsidiaries at their fair value as at 31
December 2019.

Further details on financial impact of change in investment entity status and underlying significant judgments are provided
in notes 3, 4 and 33, respectively.



JSC Georgia Capital and Subsidiaries Notes to Consolidated Financial Statements

(Thousands of Georgian Lari)

Bases of Preparation (continued)

Going concern

The Board of Directors of Georgia Capital has made an assessment of the Group’s ability to continue as a going concern
and is satisfied that it has the resources to continue in business for a period of at least 12 months from the date of approval
of the financial statements. Furthermore, management is not aware of any material uncertainties that may cast significant
doubt upon the Group’s ability to continue as a going concern for the foreseeable future. Therefore, the consolidated
financial statements continue to be prepared on a going concern basis.

Basis of consolidation (policy applied up to 31 December 2019)

Starting from 31 December 2019, Georgia Capital’s status has been changed to investment entity. As the result, it measures
investments in subsidiaries at fair value rather than consolidating them. Investments in subsidiaries are measured at fair
value through profit or loss in accordance with IFRS 9.

The consolidated financial statements comprise the financial statements of the Group and its subsidiaries as at 31 December
2019. The Group consolidates a subsidiary when it controls it. Control is achieved when the Group is exposed, or has rights,
to variable returns from its involvement with the investee and has the ability to affect those returns through its power over
the investee. Specifically, the Group controls an investee if and only if the Group has:

e power over the investee (i.e. existing rights that give it the current ability to direct the relevant activities of the

investee);
e exposure, or rights, to variable returns from its involvement with the investee; and
e the ability to use its power over the investee to affect its returns.

When the Group has less than a majority of the voting or similar rights of an investee, the Group considers all relevant facts
and circumstances in assessing whether it has power over an investee, including:

e The contractual arrangement with the other vote holders of the investee;

¢ Rights arising from other contractual arrangements; and

e The Group’s voting rights and potential voting rights.

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there are changes to
one or more of the three elements of control. Consolidation of a subsidiary begins when the Group obtains control over
the subsidiary and ceases when the Group loses control of the subsidiary. Income and expenses of a subsidiary acquired or
disposed of during the year are included in the statement of comprehensive income from the date the Group gains control
until the date the Group ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income are attributed to the equity holders of the parent of the
Group and to the non-controlling interests, even if this results in the non-controlling interests having a deficit balance.
When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies into line
with the Group’s accounting policies. All intra-group assets and liabilities, equity, income, expenses and cash flows relating
to transactions between members of the Group are eliminated in full on consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction. If
the Group loses control over a subsidiaty, it:

. Derecognises the assets (including goodwill) and liabilities of the subsidiary

. Derecognises the carrying amount of any non-controlling interests

. Derecognises the cumulative translation differences recorded in equity

. Recognises the fair value of the consideration received

. Recognises the fair value of any investment retained

. Recognises any surplus or deficit in profit or loss

. Reclassifies the parent’s share of components previously recognised in other comprehensive income to profit or loss
or retained earnings, as appropriate, as would be required if the Group had directly disposed of the related assets or
liabilities



JSC Georgia Capital and Subsidiaries

Notes to Consolidated Financial Statements

(Thousands of Georgian Lari)

Bases of Preparation (continued)

Subsidiaries and associates

The Consolidated Financial Statements as at 31 December 2019 include the following subsidiaries and associates:

Subsidiaries

= JSC Georgia Real Estate (formerly JSC m2 Real Estate)

=

=

m2 Group, LLC (formerly m2 Residential, LLC)
= m2 Development, LLC
Optima ISANI, LL.C
Tamarashvili 13, LLC

m2 at Hippodrome, LLC
m?2 Skyline, LLC

m2 at Kazbegi, LLC

m2 at Tamarashvili, LL.C
m?2 at Nutsubidze, LLI.C
M Square Park, LLC
Optima Saburtalo, LLC
m?2 at Chavchavadze LLC

L e R R

Land, LL.C

= Optima, LLC (formetly m2 at Vake, LLC)
= BK Construction, LLC
= BK Production, LL.C

Georgia Real Estate Management Group, LLC (formerly m2

Hospitality, LLC)

= Amber Group, LLC
Kakheti Wine and Spa, LLC

m2 Mtatsminda, LLC (former Kass 1, LLC)
m2 Svaneti, LL.C

m?2 Hatsvali, LI.C

m2 Resort,LLI.C

JSC Litera

sy uuy

= Georgia Property Management Group, LLC (formetly m2

Commercial Assets, LLC)

= Vere Real Estate, LLI.C
= Caucasus Autohouse, LL.C
= Georgia Hotels Management Group, LLC
= m2 LLC
= m2 Kutaisi, LL.C
= m2 at Melikishvili, LL.C
= m2 Zugdidi, LLC

= Georgia Hospitality Management Group, LL.C

= JSC Georgian Renewable Power Company

=
=
=
=
=
=

=]

=

=

JSC Geohydro

JSC Svaneti Hydro

JSC Zoti Hydro

JSC Caucasian Wind Company
JSC Caucasian Solar Company

Bakhvi 2, LLC

SC A Group

JSC Insurance Company Aldagi
= ]SC Insurance Company Tao

= Aliance, LL.C

= Auto Way LLC

= Insurance Informational Bureau, I.L.C
= JSC Carfest (former JSC Uno Leasing)

JSC Greenway Georgia
= GreenWash, LI.C

Gudauri Lodge, LLC (formerly m2 at Gudauri, LLC)

Proportion
of voting
rights and
ordinary
share
capital held
31
December Country of Date of Date of
2019 incotporation Address Industry p L quisitic
100.00% Georgia Kazbegi street 15, Thilisi Georgia Real estate 27/9/2006 -
100.00% Georgia Kazbegi street 15, Thilisi Georgia Real estate 17/8/2015 -
100.00% Georgia Kazbegi street 15, Thilisi Georgia Real estate 12/12/2019 -
100.00% Georgia 14 a Moscow ave., Thilisi Real estate 25/7/2014 -
100.00% Georgia 13 Tamarashvili Str., Thilisi, 0179 Real estate 3/11/2011 -
100.00% Georgia 10 Givi Kartozia st., Thbilisi Real estate 6/7/2015 -
100.00% Georgia 3 Maro Makashvili st., Thilisi Real estate 23/7/2015 -
100.00% Georgia 25 Kazbegi Ave., Thilisi, 0160 Real estate 21/5/2013 —
100.00% Georgia 6 Tamarashvili Str., Tbilisi, 0177 Real estate 21/5/2013 -
100.00% Georgia 71 Vaja Pshavela Ave., 0186 Real estate 21/5/2013 -
100.00% Georgia 1 Marshal Gelovani ave., Thilisi Real estate 15/9/2015 —
100.00% Georgia 2 Mikheil Shavishvili st, Thilisi Real estate 15/9/2015 -
100.00% Georgia 50 1. Chavchavadze Ave., Thilisi Real estate 5/9/2016 -
100.00% Georgia Between “"“;_‘fT“giE;d Ravtaradze Real estate 3/10/2014 _
100.00% Georgia Kazbegi street 15, Thilisi Georgia Real estate 3/8/2016 -
100.00% Georgia 80 Aghmashenebeli ave., Thilisi, 0102 Construction 18/5/2017 2/6/2017
100.00% Georgia 80 Aghmashencbeli ave., Thilisi, 0102 Construction 27/6/2019 —
100.00% Georgia Kazbegi street 15, Thilisi Georgia Real estate 17/8/2015 -
100.00% Georgia Kazbegi street 15, Thilisi Georgia Hospitality 10/12/2019 -
100.00% Georgia 80 Aghmashencbeli ave., Thilisi, 0102 Hospitality 23/04/2018 -
100.00% Georgia 80 Aghmashencbeli ave., Thilisi, 0102 Hospitality 24/04/2018 -
100.00% Georgia 22 Zaal Dumbadze st., Thilisi Hospitality 16/10/2014 26/12/2017
100.00% Georgia 80 Aghmashencbeli ave., Thilisi, 0102 Hospitality 14/11/2018 -
100.00% Georgia 80 Aghmashencbeli ave., Thilisi, 0102 Hospitality 17/4/2019 -
100.00% Georgia 80 Aghmashenebeli ave., Thilisi, 0102 Hospitality 11/2/2019 -
50.00% Georgia 80 Aghmashenebeli ave., Thilisi, 0102 Hospitality 4/12/2019 -
100.00% Georgia Kazbegi street 15, Thilisi Georgia Property 4/10/2018 -
management
100.00% Georgia 80 Aghmashenebeli ave., Thilisi, 0102 Real estate 4/3/2010 6/8/2018
100.00% Georgia 29 Ilia chavchavadze Ave., Thilisi, 0105 Real estate 29/3/2011 -
100.00% Georgia Kazbegi street 15, Thilisi Georgia Real estate 16/12/2019 —
100.00% Georgia 29 Tlia chavchavadze Ave., Thilisi, 0105 Real estate 12/2/2014 —
100.00% Georgia 10 Melikishvili ave., Thilisi Real estate 17/5/2017 -
100.00% Georgia 10 Melikishvili ave., Thilisi Real estate 17/5/2017 —
100.00% Georgia 80 Aghmashenebeli ave., Thilisi, 0102 Real estate 7/11/2018 —
100.00% Georgia Kazbegi street 3-5, Thilisi Georgia Real estate 22/8/2018 -
65.59% Georgia 79 David Agmashenchell Ave, 0102, Renewable Energy 15/9/2015 _
85.00% Georgia 79 D.Agmashenebeli Ave, Thilisi, 0102 Renewable Energy 11/10/2013 -
100.00% Georgia 29a, Gagarin Street, Thilisi 0160 Renewable Energy 6/12/2013 -
100.00% Georgia 79 D.Agmashenebeli Ave, Thilisi, 0102 Renewable Energy 20/8/2015 —
100.00% Georgia 79 D.Agmashenebeli Ave, Thilisi, 0102 Renewable Energy 14/9/2016 -
100.00% Georgia 79 D.Agmashenebeli Ave, Thbilisi, 0102 Renewable Energy 27/10/2016 —
95.00% Georgia 10 Medea ('\I"%‘;‘b’heh st, Thilisi, Renewable Energy 22/10/2015 8/23/2019
100.00% Georgia 1, Berbuki str., Saburatlo, Thilisi Various 20/9/2018 —
100.00% Georgia Old Thilisi, Pushkini str #3, Thilisi Insurance 31/7/2014 -
100.00% Georgia OIld Thilisi, Pushkini str #3, Thbilisi Insurance 22/8/2007 21/1/2015
100.00% Georgia 20, Chavehavadae ave, floor 2, Vake- Various 3/1/2000 30/4/2012
Saburtalo, Thilisi
100.00% Georgia 20, Chavchavadze ave., Vake, Thilisi Various 9/8/2004 30/4/2012
Baratashvili bridge underground
22.50% Georgia crossing, Mtkvari Left Bank, Old Insurance 23/7/2007 —
Thilisi, Thilisi
100.00% Georgia 3, Pushkini str., Krtsanisi, Thilisi Leasing 17/11/2017 -
100.00% Georgia 6, University str., Vake, Thilisi Vehicle Inspection 9/7/2010 1/5/2012
100.00% Georgia 6, University str., Vake, Thilisi Car Wash 31/8/2018 —

10



JSC Georgia Capital and Subsidiaries

Notes to Consolidated Financial Statements

(Thousands of Georgian Lari)

Basis of Preparation (continued)

Subsidiaries and associates (continued)

Subsidiaries

= Georgia Healthcare Group PLC

=

JSC Georgia Healthcare Group
= JSC Insurance Company Imedi L
= JSC GEPHA
= JSC ABC Pharamcia (Armenia)

= ABC Pharmalogistics, LL.C

= JSC Evex Hospitals
= EVEX-Logistics, LLC
= New Clinic, LLC
= Caucasus Medical Center, LL.C
= JSC Pediatry

= JSC Kutaisi County Treatment and Diagnostic Center for

Mothers and Children

= LLC Academician Z. Tskhakaia National Centre of

Intervention Medicine of Western Georgia

= NCLE Evex Learning Centre
= Emergency Service, LLC

= GNCo
= High Technology Medical Center, LLC
= LLC Nefrology Development Clinic Centre

= JSC Evex Clinics

= Tskaltubo Regional Hospital, LLC

= LLC Aliance Med

= JSC Polyclinic Vere

= New Dent, LL.C
= JSC Mega-Lab

= ]SC Patgeo

= JSC Vabaco

= Georgian Global Utilities, LI.C

tilduul

Georgian Water and Power, LL.C

Rustavi Water, LI.C

Gardabani Sewage Treatment, LLC

Mtskheta Water, LL.C

Georgian Engineering and Management Company (GEMC), LL.C
JSC Saguramo Energy

= JSC Georgian Beverages

= JSC Georgian Beverages Holding

=

=
=

)

JSC Teliani Valley

= Teliani Trading (Ukraine), LLC
Georgia Logistics and Distribution, LLC
Le Caucase, LLLLC

Kupa, LL.C

Global Beer Georgia, LLC

Kindzmarauli Marani, LL.C
Alaverdi, LLC

Global Coffee Georgia, LLC

= New Coffee Company, LLC

Genuine Brewing Company, LLC

= Craf and Draft, LL.C

= JSC Artisan Wine and Drinks

Proportion of

11

voting rights
and ordinary
share capital
held
31 December Country of Date of Date of
2019 incortporation Address Industry p i quisitic
70.63% United 84 Brook Strect, London, W1K Healtheare 27/8/2015 28/8/2015
Kingdom 5EH
100.00% Georgia 142, A. Beliashvili str, Thbilisi Healthcare 29/4/2015 -
. 9, Anna Politkovskaias Str. Vake-
0 Se s . . _
100.00% Georgia Saburtalo District, Thilisi Insurance 22/6/2007
67.00% Geotgia 142, A. Beliashvili str, Thilisi Pharmacy and 19/10/1995 4/5/2016
i Distribution
100.00% Armenia Kievyan Str. 2/8, Erevan, Armenia Pharmacy and 28/12/2013 6/1/2017
’ Distribution
. . . . . Pharmacy and
0 se ikrel T Seorod Y
100.00% Georgia Peikrebi str. 14a, Thilisi, Georgia Distribution 24/2/2004 6/1/2017
100.00% Georgia 142, A. Beliashvili str, Thilisi Healthcare 1/8/2014 1/8/2014
100.00% Georgia 142, A. Beliashvili str, Thilisi Healthcare 13/2/2015 -
100.00% Georgia 142, A. Beliashvili str, Thilisi Healthcare 3/1/2017 20/7/2017
99.80% Georgia 23, P. Kavtaradze Str., Tbilisi Healthcare 12/1/2012 30/6/2015
76.00% Georgia U- Chkeidze str. 10, Tbilisi, Healtheare 5/9/2003 6/7/2016
Georgia
67.00% Georgia Diavakhishvili str. 85, Kutaisi, Healthcare 5/5/2003 29/11/2011
Georgia
67.00% Georgia A D‘“"akh“h(‘;f;;'a 83A, Kutaisi, Healthcare 15/10/2004  29/11/2011
100.00% Georgia #83A, Javakhishvili street, Thilisi Other 20/12/2013 20/12/2013
; " i
85.00% Georgia U. Chkeidze str. 10, Thilish Healthcare 18/6/2013 3/1/2015
Georgia
50.00% Georgia Chavchavadze ave. N 16, Thilisi Healthcare 4/6/2001 5/8/2015
100.00% Georgia Tsinandali str. N 9, Thilisi Healthcare 16/4/1999 5/8/2015
80.00% Georgia Tsinandali str. N 9, Tbilisi Healthcare 28/9/2010 5/8/2015
100.00% Georgia 142, A. Beliashvili str, Tbilisi Healthcare 1/4/2019 —
67.00% Georgia 16 Eristavi street, T'skhaltubo Healthcare 29/9/1999 29/11/2011
100.00% Georgia 142, A. Beliashvili str, Thbilisi Healthcare 7/7/2015 20/7/2017
97.80% Georgia 18-20 Kiacheli str., Tbilisi Healthcare 22/11/2013 25/12/2017
75.00% Georgia Vazha Pshavela ave. #40, Thbilisi Healthcare 24/12/2018 -
92.00% Georgia Petre Kavtaradze str. 23, Thilisi Healthcare 6/6/2017 -
o . Mukhiani, II mer. District,
100.00% Georgia Building 22, 1a, Thilisi Healthcare 13/1/2010 1/8/2016
. Bochorishvili str. 37, Thilisi Software
0 ; f ,
67.00% Georgia Georgia Development 9/9/2013 28/9/2018
British Virgin 33 Porter Road, PO Box 3169 .
0 8 .
100.00% Islands PMB 103, Road Town, Tortola Utlities 16/08/2007 31/12/2014
100.00% Georgia 33, Kostava st. 1st Lane, Thilisi Utilities 25/06/1997 31/12/2014
100.00% Georgia 5, St. Nino St., Rustavi Utilities 31/08/1999 31/12/2014
100.00% Georgia 33, Kostava st. 1st Lane, Thilisi Utilities 20/12/1999 31/12/2014
100.00% Georgia Aghmashenebeli St., Mtskheta Utilities 1/9/1999 31/12/2014
100.00% Georgia 33, Kostava st. 1st Lane, Thilisi Utilities 20/03/2011 31/12/2014
100.00% Georgia 33, Kostava st. 1st Lane, Thilisi Utilities 11/12/2008 31/12/2014
P; 1 P
100.00% Georgia 75 Chavehavadze Ave,, Thilisi Beer Production and 14/11/2016 7/2/2018
- Distribution
86.81% Georgia 8 Petre I\’IEI‘I([‘;I;V(;I‘ Ave, Thilisi Investment 17/12/2019 -
100.00% Georgia 3 Thilisi highway, Telavi. Winery 30/6/2000 28/2/2007
100.00% Ukraine 18/14 Khvoiki St. Kiev Distribution 3/10/2006 31/12/2007
100.00% Georgia 2 Marshal Gelovani St, Thilisi Distribution 10/1/2006 27/3/2007
100.00% Georgia 2 Marshal Gelovani St, Thilisi Cognac Production 23/9/2006 20/3/2007
70.00% Georgia 3 Thilisi highway, Telavi Oak Barel 12/10/2006 20/3/2007
© Production
Production and
. . Tsilkani, Mtskheta Region distribution of
0 . 3 N B
100.00% Georgia Georgia alcohol and non- 24/12/2014
alcohol beverages
100.00% Georgia 56 A. Tsereteli Ave., Thbilisi Winery 18/12/2001 25/4/2018
100.00% Georgia Chumlaki, Gurjaani Region, Winery 8/4/2008 19/8/2019
Georgia :
100.00% Georgia 292 Gagarini street, Thilisi Coffee Distribution 26/12/2016 -
100.00% Georgia Tskned I'hgh“'?g Ne16/18, app. Coffee Distribution 23/9/2009 15/2/2017
P P Beer Production and
0 < .
100.00% Georgia 7 Kotetishvili st, Thilisi, 0108 Distribution 7/6/2011 7/2/2018
100.00% Georgia Tsilkani, N‘hSkh?m Region, Beer Production 20/2/2019 -
Georgia
100.00% Georgia 8a Peure Mem‘('fl};‘;l‘ Ave, Thilisi Wine distribution 26/8/2019 _



JSC Georgia Capital and Subsidiaries

Notes to Consolidated Financial Statements

(Thousands of Georgian Lari)

Basis of Preparation (continued)

Subsidiaries and associates (continued)

Subsidiaries

= Amboli, LL.C
= Redberry, LLC

= Lunchoba, LL.C
=  GCMF, LLC
= Georgian Energy Trading Company (GETC), LLC
= Georgian Wind Company, LLC

= Qartli Wind Farm, LL.C

= Georgia Energy Holding, LLLC

U

Racha Hydro, LLC
= Hydrolea, LLC

= Geoenergy, LLC

= Hydro Georgia, LLC
= Darchi, LLC

= Hydro S, LLC

= Kasleti 2, LL.C

= Georgia Geothermal Company LLC
= Thilisi Green School, LLC

= Georgia Education Group, LLC

= Green School, LLC

=>  British Georgian Academy, LLC

= NNLE British International School of Thilisi

= British International School of Thilisi LLC
Buckswood International School - Thilisi, L.I.C
JSC Liberty Consumer

= ]SC Intertour

(1)

Associates

#5 Clinic hospital, LL.C

Ytong Capital, LLC*
JSC Isani Parki

*On 30 October 2019 one of the Group’s wholly owned subsidiaries — |SC Georgia Real Estate (formerly ]SC m2 Real Estate) acquired

Proportion of
voting rights and

28.9% equity investment in Y tong Capital II.C. Total consideration paid was GEL 10,823

ordinary share
capital held
31 December Country of Date of Date of
2019 incotporation Address Industry p L quisitic
80.00% Georgia 24, Leonidze st, Rustavi, Georgia Car Services 13/8/2004 25/6/2019
60.00% Georgia 9, Tashkenti st, Thilisi, Georgia Digital Services 29/8/2014 1/5/2019
B T M i
100.00% Georgia 22 Nutsuhld/_'ié;is?hcro district, Catering Services 8/10/2018 —
100.00% Geotgia 8a Petre Melikishvili Ave, Thilisi, Excess liquidity 2/5/2019 _
0179 management company
100.00% Geotgia 15 Aleksandre Kazbegi Ave, Thilisi, Renewable Energy 23/4/2019 _
0160 Sales
100.00% Geotgia 8a Petre Mel‘k(‘flll‘;l‘ Ave, Thilis, Renewable Energy 18/6/2019 _
100.00% Georgia 10 Medea (I‘I"‘Sil/‘g‘gheh st, Thilisi, Renewable Energy 10/9/2012 30/12/2019
100.00% Georgia 8a Petre I\I“h]‘t‘;}‘_/‘gl‘ Ave, Thilis, Renewable Energy 26/9/2019 -
95.00% Georgia 10 Medea (MZ‘;H‘;@CI‘ st, Thilisi, Renewable Energy 31/10/2019 _
100.00% Georgia 10 Medea (M"gi%';ghe]‘ st, Thilish, Renewable Energy 6/7/2012 28/10/2019
100.00% Georgia 10 Medea (M"Si;[f)ghe]‘ st, Thilisi, Renewable Energy 26/1/2012 28/10/2019
100.00% Georgia 10 Medea (MZ‘SH‘SE*}“I‘ st, Thilisi, Renewable Energy 8/5/2012 28/10/2019
100.00% Georgia 10 Medea (MZ‘;H‘;@CI‘ st, Thilisi, Renewable Energy 18/11/2013 28/10/2019
100.00% Georgia 10 Medea (M"gi%';ghe]‘ st, Thilisi, Renewable Energy 18/1/2019 28/10/2019
100.00% Georgia 10 Medea (M"Si;[f)ghe]‘ st, Thilisi, Renewable Energy 18/11/2013 28/10/2019
100.00% Georgia 10 Medea (MZ‘SH‘SE*}“I‘ st, Thilisi, Renewable Energy 16/12/2019 -
Didube-Chughureti / Dighomi
80.00% Georgia massive [V, Building 5A, Apartment Education 7/6/2011 22/8/2019
35
100.00% Georgia a Perre Md“‘(‘;};‘;" Ave, Thilisi, Education 16/7/2019 -
90.00% Georgia 8a Petre I\I“h]‘t‘;}‘_/‘gl‘ Ave, Thilis, Education 21/10/2019 -
70.00% Georgia 17, Leo Kvachadze str, Thilisi Education 3/2/2006 23/7/2019
100.00% Georgia 17, Leo Kvachadze str, Thilisi Education 3/2/2015 —
100.00% Georgia 17, Leo Kvachadze str, Thilisi Education 5/9/2019 —
80.00% Georgia 2, Dolidze str, Thbilisi Education 24/8/2005 29/7/2019
75.10% Georgia 74a Chavchavadze Ave, Thilisi, 0162 Investments 24/5/2006 —
99.94% Georgia 492, Chavchavadze Ave, Thilisi, 0162 Travel agency 29/3/1996 25/4/2006
Proportion of
voting rights
and ordinary
share capital
held
31 December Country of Date of Date of
2019 orporation Add; Industry p L quisitic
N < -
35.00% Georgia Temka, XI mfrrﬁffk LN/47, Healthcare 16/9/1999 4/5/2016
28.90% Georgia 15, Kipshidze str, Thilisi, Georgia Production 6/3/2015 30/10/2019
6.00% Georgia Kakheti Highway, Isani, Thilisi Real estate 18/12/2017 —
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JSC Georgia Capital and Subsidiaries

Notes to Consolidated Financial Statements

(Thousands of Georgian Lari)

Basis of Preparation (continued)

Subsidiaries and associates (continued)

The Consolidated Financial Statements as at 31 December 2018 include the following subsidiaries and associates:

Subsidiaries

=

=

=

TR T T T VA (A (A T I

=

=
=

JSC AMF)
=

JSC m2 Real Estate

m2 Residential, L.I.C

= Optima ISANI, LLC
= Tamarashvili 13, LL.C

= m2at Hippodrome, LLC
= m2 Skyline, LLC

= m2at Kazbegi, LLC

= m2 at Tamarashvili, LLC
= m2 at Nutsubidze, LL.C
= M Square Park, LLC

= Optima Saburtalo, LLC
= m2at Vake, LLC

m2 Hospitality, LLC

m2, LLC (formerly JSC m2)

m2 Kutaisi, LL.C
m?2 at Melikishvili, LLC
Kass 1, LIL.C

Kakheti Wine and Spa, LLC

L

m2 at Gudauri, LLC
= m2 Zugdidi, LLC

= m2 Svaneti, LL.C

m2 at Chavchavadze LLC
m2 Commercial Properties LLC

Caucasus Autohouse, LLC
Land, LL.C

BK Construction, LL.C

m2 Commercial Assets, LLC

Melikishvili Business Center, LLC
Georgia Hospitality Management Group, LLC
JSC Georgian Renewable Power Company

JSC Geohydro

JSC Svaneti Hydro

JSC Zoti Hydro

JSC Caucasian Wind Company

JSC Caucasian Solar Company

JSC A Group
JSC Insurance Company Aldagi
= JSC Insurance Company Tao

= Aliance, LLC

= Auto Way LLC (formerly known as
Green Way, LLC)
= Insurance Informational Bureau, I.L.C

= JSC Uno Leasing (formerly known as

JSC Greenway Georgia (formerly known as

Premium Residence, LLC)

=

=

= GreenWash, LLC
Georgia Healthcare Group PLC
JSC Georgia Healthcare Group
= JSC Insurance Company Imedi L.

= JSC GEPHA
= JSC ABC Pharamcia (Armenia)
= ABC Pharmalogistics, LLC

Proportion of
voting rights and

ordinary share
capital held
31 December Country of Date of Date of
2018 incorporation Address Industry tporation acquisitic
o T T
100.00% Georgia 29 Tlia chay Ch“&fﬁ;‘ Ave., Thilisi, Real estate 27/9/2006 -
- o e Tl
100.00% Georgia 29 Tlia chay Ch“&fﬁ;‘ Ave., Thilisi, Real estate 17/8/2015 -
100.00% Georgia 16 a Moscow ave., Thilisi Real estate 25/7/2014 -
100.00% Georgia 13 Tamarashvili Str., Thilisi, 0179 Real estate 3/11/2011 -
100.00% Georgia 10 Givi Kartozia st., Thbilisi Real estate 6/7/2015 -
100.00% Georgia 3 Maro Makashvili st., Thbilisi Real estate 23/7/2015 -
100.00% Georgia 25 Kazbegi Ave., Thilisi, 0160 Real estate 21/5/2013 -
100.00% Georgia 6 Tamarashvili Str., Tbilisi, 0177 Real estate 21/5/2013 -
100.00% Georgia 71 Vaja Pshavela Ave., 0186 Real estate 21/5/2013 -
100.00% Georgia 1 Marshal Gelovani ave., Thilisi Real estate 15/9/2015 -
100.00% Georgia 2 Mikheil Shavishvili st, Tbilisi Real estate 15/9/2015 —
100.00% Georgia 50 1. Chavchavadze ave., Thilisi Real estate 3/8/2016 -
100.00% Geotgia 29 llia °h‘“‘h‘“gf§;e Ave., Tbilisi, Real estate 17/8/2015 _
9 Tl o . - Ave Thilici
100.00% Georgia 29 Hia chav Ch“t‘)ff)‘;“ Ave., Thilisi, Real estate 12/2/2014 -
100.00% Georgia 10 Melikishvili ave., Thilisi Real estate 17/5/2017 —
100.00% Georgia 10 Melikishvili ave., Thilisi Real estate 17/5/2017 -
67.00% Georgia 20 Merab Kostava st., Thilisi Real estate 16/10/2014 27/12/2017
100.00% Georgia 80 Aghm“hcgfg;h ave., Thilisi, Real estate 23/04/2018 -
100.00% Geotgia 80 Aghm‘“‘“hegfg;h ave., Thilisi, Real estate 24/04/2018 -
100.00% Geotgia 80 Aghm‘“‘“hems‘ ave., Thilisi, Real estate 7/11/2018 -
100.00% Georgia 80 Aghm“}wgfsgh ave., Thilisi, Real estate 14/11/2018 -
100.00% Georgia 50 L. Chavchavadze Ave., Thilisi Real estate 5/9/2016 -
100.00% Georgia 80 Chavchavadze Ave., Thilisi Real estate 11/6/2014 -
100.00% Geotgia 80 Aghm‘“‘“hegfg;h ave., Thilisi, Real estate 29/3/2011 -
100.00% Georgia Between university and Kavtaradze Real estate 3/10/2014 _
st., Thilisi
100.00% Georgia 80 Aghm“}“gfggh ave., Thilisi, Real estate 18/5/2017 2/6/2017
100.00% Georgia Thilisi, Chavchavadze ave. 29 Real estate 4/10/2018 —
100.00% Georgia 80 Aghm“hcgfg;h ave., Thilisi, Real estate 4/12/2018 -
100.00% Georgia Kazbegi street 3-5, Thilisi Georgia Real estate 22/8/2018
65.00% Georgia ” D“"‘dd?g'zi‘a;ziﬁbd‘ Ave, Renewable Energy 14/9/2015 _
85.00% Georgia b "'\gm“he&ﬂ’;" Ave, Tbilisi, Renewable Energy 11/10/2013 -
100.00% Georgia 29a, Gagarin Street, Thilisi 0160 Renewable Energy 6/12/2013 —
100.00% Georgia »b 'Ag“‘“hi)‘;ﬂ’;h Ave, Thilisi Renewable Encrgy 20/8/2015 -
100.00% Georgia 7 D"’\gmaShe&e&eh Ave, Thilisi, Renewable Energy 14/9/2016 -
100.00% Georgia 7D "'\gm“heo”lﬁ’;" Ave, Thilisi, Renewable Energy 27/10/2016 -
100.00% Georgia 1, Berbuki str., Saburatlo, Thilisi Various 20/9/2018 -
100.00% Georgia Old Thilisi, Pushkini str #3, Thilisi Insurance 31/7/2014 -
100.00% Georgia OIld Thilisi, Pushkini str #3, Thbilisi Insurance 22/8/2007 21/1/2015
. 20, Chavchavadze ave., floor 2. .
o < oror 5 > > ; .
100.00% Georgia Vake Saburtalo, Thilisi Various 3/1/2000 30/4/2012
] 7 71 o qve. J o
100.00% Georgia 20, Cha Ch“T‘;ﬁiZ; ave., Vake, Various 9/8/2004 30/4/2012
Baratashvili bridge underground
22.50% Georgia crossing, Mtkvari Left Bank, Old Insurance 23/7/2007 —
Thilisi, Thilisi
100.00% Georgia 3, Pushkini str., Krtsanisi, Thilisi Leasing 17/11/2017 -
100.00% Georgia 6, University str., Vake, Tbilisi Vehicle Inspection 9/7/2010 1/5/2012
100.00% Georgia 6, University str., Vake, Tbilisi Car Wash 31/8/2018 -
57.05% United 84 Brook Strect, London, WK Healthcare 27/8/2015 28/8/2015
Kingdom 5EH
100.00% Georgia 40 Vazha-Pshavela Ave., Thilisi Healthcare 29/4/2015 -
. 9, Anna Politkovskaias Str. Vake-
0, 01 > —
100.00% Georgia Saburtalo District, Thilisi Insurance 22/6/2007
67.00% Georgia Old Thilisi, Sanapiro str. #6, Thilisi Healthcare 19/10/1995 4/5/2016
100.00% Armenia Kievnaia sts. #2/8, 2/10, Erevan Pharmaceutical 28/4/2013 6/1/2017
100.00% Georgia Sanapiro Str.#6, Thilisi Pharmaceutical 24/2/2004 6/1/2017
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JSC Georgia Capital and Subsidiaries

Notes to Consolidated Financial Statements

(Thousands of Georgian Lari)

2.  Basis of Preparation (continued)

Subsidiaries and associates (continued)

Subsidiaries

= JSC Medical Corporation EVEX
= JSC Kutaisi County Treatment and Diagnostic
Center for Mothers and Children
= Academician Z. Tskhakaia National Center of
Intervention Medicine of Western Georgia, LLC
= Tskaltubo Regional Hospital, LLC

= Patgeo, LLC

= GNKO,LLC
= High Technology Medical Center, LL.C

= Geolab, LI.C
= Nephrology Development Clinic
Center, LLC
= Catastrophe Medicine Pediatric Center, LL.C
= JSC Pediatria

= Emergency Service, LLC
= JSC Poti Central Hospital (merged with JSC
Medical Corporation Evex)
= Deka, LLC
= EVEX-Logistics, LLC
= EVEX Collection, LLC
= Unimed Achara, LLC (merged with JSC Medical
Corporation Fvex)
= Unimedi Samtskhe, LLC (merged with JSC
Medical Corporation Evex)
= Unimedi Kakheti, LLC (merged with JSC Medical
Corporation Evex)
= M. Tashvili Children's Central Hospital, LLC
(merged with JSC Medical Corporation Evex)
= Institute of Pediatrics, Alergology and
Rheumatology Centre, LLC (merged with JSC Medical Corporation Evex)
= Iv Bokeria Thilisi Referral Hospital (merged
with JSC Medical Corporation Evex)
= JSC Kutaisi St. Nicholas Surgical and
Oncological Hospital (merged with JSC Medical Corporation Evex)
= Referral Centre of Pathology, LLC
=  EVEX Learning Center
= JSC Mega-Lab
= New Clinic, LL.C
= Alliance Medi, LL.C
= Medical Center Alimedi, LL.C
= JSC Polyclinic Vere
= New Dent, LLC

= JSC Vabaco

= Georgian Global Utilities, LI.C

= Georgian Water and Power, LL.C

= Rustavi Water, LLC

= Gardabani Sewage Treatment, LLC

= Mitskheta Water, LL.C

= Georgian Engincering and Management Company
(GEMC), LLC

= ]SC Saguramo Energy

Proportion of

voting rights
and ordinary
share capital
held
31
December Country of Date of Date of
2018 incorporation Address Industry p { acquisitic
100.00% Georgia 40 Vazha-Pshavela Ave., Thilisi Healthcare 31/7/2014 -
66.70% Georgia 85 Dijavakhishwl sreet, Kut@ish - yjeqical services 5/5/2003 29/11/2011
66.70% Georgia 83 A Djevakhishvill street, Medical services  15/10/2004 12/9/2011
66.70% Georgia 16 Eristavi street, T'skhaltubo Medical services 29/9/1999 12/9/2011
Gldani Nadzaladevi district,
100.00% Georgia Mukhiani, IT mer. District, Medical services 13/10/2010 27/9/2016
Building #22, 1a, Thilisi
50.00% Georgia Chavchavadze ave. N 16, Thilisi Medical services 6/4/2001 5/8/2015
100.00% Georgia Tsinandali str. N 9, Thilisi Hgfﬁ:ﬁf“ 16/4/1999 5/8/2015
- Georgia Tsinandali str. N 9, Thilisi Healtheare 3/5/2011 5/8/2015
Service
80.00% Georgia Tsinandali str. N 9, Thilisi }{gfs‘;?“ 28/9/2010 5/8/2015
100.00% Georgia U. Chkeidze str. N 10, Thilisi Medical services 18/6/2013 5/8/2015
. 1, t. Chkheidze str., Didube- . .
o, S coro] > > 5/9
76.00% Georgia Chugureti District, Thilisi Medical services 5/9/2003 5/7/2016
100.00% Georgia #2, D. Uznadze st., Thilisi Medical services 28/7/2009 6/1/2016
100.00% Georgia Guria str. 171, Poti Medical services 29/10/2014 1/1/2016
97.20% Georgia 23, P. Kavtaradze Str., Thilisi Medical services 12/1/2012 11/6/2015
100.00% Georgia Vazha Pshavela ave. #40, Tbilisi Medical services 2/2/2015 —
100.00% Georgia Vazha Pshavela ave. #40, Tbilisi Medical services 25/3/2016 —
100.00% Georgia Vazha Pshavela ave. #40, Tbilisi Medical services 29/6/2010 1/5/2012
100.00% Georgia Vazha Pshavela ave. #40, Tbilisi Medical services 29/6/2010 1/5/2012
100.00% Georgia 20 Chavchvadze ave Thilisi Medical services 29/6/2010 1/5/2012
100.00% Georgia 2/6 Lubliana Street, Thilisi Medical Service 3/5/2011 19/2/2014
100.00% Georgia 5 Lubliana Street 5, Thilisi Medical Service 6/3/2000 19/2/2014
. Kindzmarauli I turn, N1, Isan- . .
o S , NT, Tedical Service 7 -
100.00% Georgia Samgori, Thilisi Medical Service 16/3/201
96.87% Georgia 9 Paolo lashvili street, Kutaisi Medical services 3/11/2000 20/5/2008
100.00% Georgia 40 Vazha-Pshavela Ave., Thilisi Medical services 29/12/2014 -
100.00% Georgia #83A, Javakhishvili street, Thilisi Education 20/12/2013 —
100.00% Georgia 23 Kavtaradze str., Thilisi Medical services 6/6/2017 —
100.00% Georgia Vazha Pshavela ave. #40, Thilisi Medical services 1/3/2013 26/7/2017
100.00% Georgia Vazha Pshavela ave. #40, Thilisi Medical services 7/7/2015 26/7/2017
- Georgia 17 R. Tabukashvili str., Thilisi Medical services 27/9/2003 8/11/2017
97.80% Georgia 18-20 Kiacheli str., Thilisi Medical services 22/11/2017 25/12/2017
75.00% Georgia Vazha Pshavela ave. #40, Thilisi Medical services 24/12/2017 -
. 37. Bochorishvili Str. Saburtalo Software
7.00%
67.00% Georgia district, Thilisi Developer 3/9/2013 28/9/2018
British Virgin 33 Porter Road, PO Box 3169 .
0, g
100.00% Islands PMB 103, Road Town, Tortola Utilities 16/08/2007 31/12/2014
100.00% Georgia 33, Kostava st. 1st Lane, Thilisi Utilities 25/06/1997 31/12/2014
100.00% Georgia 5, St. Nino St., Rustavi Utilities 31/08/1999 31/12/2014
100.00% Georgia 33, Kostava st. 1st Lane, Thilisi Utilities 20/12/1999 31/12/2014
100.00% Georgia Aghmashenebeli St., Mtskheta Utilities 1/9/1999 31/12/2014
100.00% Georgia 33, Kostava st. 1st Lane, Thilisi Utilities 20/03/2011 31/12/2014
100.00% Georgia 33, Kostava st. 1st Lane, Thilisi Utilities 11/12/2008 31/12/2014
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JSC Georgia Capital and Subsidiaries

Notes to Consolidated Financial Statements

(Thousands of Georgian Lari)

Basis of Preparation (continued)

Subsidiaries and associates (continued)

Subsidiaries

=

U

[ U )

JSC Teliani Valley

= Georgia Logistics and Distribution, LLC
(Formerly known as Teliani Trading (Georgia), LLC)
= Teliani Trading (Ukraine), LLC

= Le Caucase, LLC
= Kupa, LLC

= Global Beer Georgia, LL.C

Global Coffee Georgia, LLC
= New Coffee Company, LLC
Genuine Brewing Company, LLC

JSC Georgian beverages
Kindzmarauli Marani, LL.C

JSC Liberty Consumer
= JSC Intertour
= JSC Prime Fitness

Associates

#5 Clinic hospital, LLC
JSC Isani Parki

Proportion of

voting rights
and ordinaty
share capital
held
31 December Country of Date of Date of
2018 incotporation Address Industry tp L quisitic
7.62% Georgia 3 Thilisi highway, Telavi. Winery 30/6/2000 28/2/2007
100.00% Georgia 2 Marshal Gelovani St, Thilisi Distribution 10/1/2006 27/3/2007
100.00% Ukraine 18/14 Khvoiki St. Kiev Distribution 3/10/2006 31/12/2007
100.00% Georgia 2 Marshal Gelovani St, Tbilisi Cognac Production 23/9/2006 20/3/2007
70.00% Georgia 3 Thilisi highway, Telavi Oak Barrel Production 12/10/2006 20/3/2007
Production and distribution
100.00% Georgia Tsilkani, Mtskheta Region, Georgia of alcohol and non-alcohol 24/12/2014 -
beverages
Georgia 29a Gagarini street, Thilisi Coffee Distribution 26/12/2016 —
Georgia Tsknet Highway, e 16/18, app. Coffec Distribution 23/9/2009 15/2/2017
100.00% Georgia 75 Chavchavadze Ave., Thilisi Beer Production and 14/11/2016 7/2/2018
Distribution
100.00% Georgia Kazbegi street 3-5, Thilisi Georgia Oak Barrel Production 7/6/2016 -
100.00% Georgia 56 A. Tsereteli Ave., Thilisi Winery 18/12/2001 25/4/2018
75.10% Georgia Ta Ch"“’“h“‘(ﬁ‘g‘f Ave, Thilisi, Investments 24/5/2006 -
g B 7 7 g e 1lisi
99.94% Georgia 49, Chav d‘“gq‘ézz‘ Ave, Thilis, Travel agency 29/3/1996 25/4/2006
100.00% Georgia 78 Chavchavadze Ave, Thilisi, 0162 Fitness centre 7/3/2006 -
Proportion of
voting rights and
ordinary share
capital held
Country of Date of Date of
31 December 2018 incotporation Address Industry rp L quisitic
35.00% Georgia Temka XIM/D, Q1, Tbilisi, Healthcare 16/9/1999 8/2/2016
Georgia
6.00% Georgia Kakheti Highway, Isani, Tbilisi Real estate 18/12/2017 -
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JSC Georgia Capital and Subsidiaries

Notes to Consolidated Financial Statements

(Thousands of Georgian Lari)

Summary of significant accounting policies

The following are the significant accounting policies applied by the Group in preparing its consolidated financial statements:

Change in basis of accounting

IFRS 10 Consolidated Financial Statements

Following the change in investment entity status on 31 December 2019 (Note 2), the Group de-consolidated its subsidiaries
and recognised them as investments in subsidiaries at their fair value as at 31 December 2019.

Prospective application of IFRS 10 investment entity accounting requirements resulted in the following changes to the

balance sheet as of December 31, 2019:

Before change in
Investment entity status

Effect - change in
Investment entity status

After change in
Investment entity status

Assets
Cash and cash equivalents 248,735 (131,520) 117,215
Amounts due from credit institutions 63,126 (63,126) -
Marketable securities 42,509 19,984 62,493
Accounts receivable 210,133 (208,957) 1,176
Insurance premiums receivable 63,425 (63,425) -
Inventories 323,515 (323,515) -
Investment properties 184,744 (184,744) -
Prepayments 94,157 (93,773) 384
Income tax assets 2,760 (2,760) -
Property and equipment 2,027,284 (2,026,704) 580
Loans issued 41,192 110,692 151,884
Goodwill 197,281 (197,281) -
Intangible assets 75,232 (75,110) 122
Other assets 248,689 (242,169) 6,520
Equity investments at fair value 601,957 1,649,508 2,251,465
Total assets 4,424,739 (1,832,900) 2,591,839
Liabilities
Accounts payable 176,685 (175,401) 1,284
Insurance contracts liabilities 71,645 (71,645) -
Income tax liabilities 2,033 (2,033) -
Deferred income 77,521 (77,521) -
Borrowings 1,163,094 (1,163,094) -
Debt securities issued 1,113,246 (287,294) 825,952
Other liabilities 346,473 (340,067) 6,406
Total liabilities 2,950,697 (2,117,055) 833,642
Equity
Share capital 12,400 - 12,400
Additional paid-in capital 499,369 - 499,369
Treasury shares (961) - 961)
Other reserves 607,354 (607,354) -
Retained earnings 78,071 1,169,318 1,247,389
Total equity attributable to the
shareholder of JSC Georgia Capital 1,196,233 561,964 1,758,197
Non-controlling interests 277,809 (277,809) -
Total equity 1,474,042 284,155 1,758,197
Total liabilities and equity 4,424,739 (1,832,900) 2,591,839
Change in equity attributable to the shareholder of JSC Georgia Capital 561,964
Reserves reclassified to profit or loss 26,864
-Revaluation of investment securities, net of tax 681
-Gains / (losses) from curtency translation differences 26,183
Gain from change in investment entity status 588,828
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JSC Georgia Capital and Subsidiaries Notes to Consolidated Financial Statements

(Thousands of Georgian Lari)

Summary of significant accounting policies (continued)

Business combinations and goodwill (policy applied up to 31 December 2019)

Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as the
aggregate of the consideration transferred measured at acquisition date fair value and the amount of any non-controlling
interests in the acquiree. For each business combination, the Group elects whether to measure the non-controlling interests
in the acquiree at fair value or at the proportionate shate of the acquiree’s identifiable net assets and other components of
non-controlling interests at their acquisition date fair values. Acquisition-related costs are expensed as incurred and included
in administrative expenses.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate classification and
designation in accordance with the contractual terms, economic circumstances and pertinent conditions as at the acquisition
date. This includes the separation of embedded derivatives in host contracts by the acquiree.

If the business combination is achieved in stages, any previously held equity interest is re-measured at its acquisition date
fair value and any resulting gain or loss is recognised in profit or loss. It is then considered in the determination of goodwill.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the acquisition date.
Contingent consideration classified as an asset or liability that is a financial instrument and within the scope of IFRS 9,
Financial Instruments is measured at fair value with changes in fair value recognised either in the statement of profit or loss
or as a change to other comprehensive income. If the contingent consideration is not within the scope of IFRS 9, it is
measured in accordance with the appropriate IFRS. Contingent consideration that is classified as equity is not re-measured
and subsequent settlement is accounted for within equity.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred and the amount
recognised for non-controlling interests, and any previous interest held, over the net identifiable assets acquired and liabilities
assumed. If the fair value of the net assets acquired is in excess of the aggregate consideration transferred, the Group re-
assesses whether it has correctly identified all of the assets acquired and all of the liabilities assumed and reviews the
procedures used to measure the amounts to be recognised at the acquisition date. If the re-assessment still results in an
excess of the fair value of net assets acquired over the aggregate consideration transferred, then the gain is recognised in
profit or loss.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the purpose of
impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to each of the
Group’s cash-generating units that are expected to benefit from the combination, irrespective of whether other assets or
liabilities of the acquiree are assigned to those units.

Where goodwill has been allocated to a cash-generating unit and part of the operation within that unit is disposed of, the
goodwill associated with the disposed operation is included in the carrying amount of the operation when determining the
gain or loss on disposal. Goodwill disposed in these circumstances is measured based on the relative values of the disposed
operation and the portion of the cash-generating unit retained.

Business combination under common control (policy applied up to 31 December 2019)
The business combinations under common control are accounted for using pooling of interest method with restatement of

periods prior to the combination under common control.

The assets and liabilities acquired are recognized at carrying amounts to reflect the combination as if it had occurred from
the beginning of the earliest period presented and no adjustments are made to reflect fair values at the date of combination.
The difference between consideration transferred and net assets acquired is recorded as an adjustment to the equity. No
goodwill is recognized as a result of business combination under common control.

Investments in associates and joint ventures (policy applied up to 31 December 2019)

Associates are entities in which the Group generally has between 20% and 50% of the voting rights, or is otherwise able to
exercise significant influence, but which it does not control or jointly control.

A joint venture is a type of joint arrangement whereby the parties that have joint control of the arrangement have rights to

the net assets of the joint venture. Joint control is the contractually agreed sharing of control of an arrangement, which
exists only when decisions about the relevant activities require the unanimous consent of the parties sharing control.
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JSC Georgia Capital and Subsidiaries Notes to Consolidated Financial Statements

(Thousands of Georgian Lari)

Summary of significant accounting policies (continued)
Investments in associates and joint ventures (policy applied up to 31 December 2019) (continued)

Investments in associates and joint ventures are accounted for under the equity method and are initially recognised at cost,
including goodwill. Subsequent changes in the carrying value reflect the post-acquisition changes in the Group’s share of
net assets of the associate or joint venture. The Group’s share of its associates’ and joint ventures’ profits or losses is
recognised in the consolidated income statement, and its share of movements in reserves is recognised in other
comprehensive income. However, when the Group’s share of losses in an associate or joint venture equals or exceeds its
interest in the associate or joint venture, the Group does not recognise further losses, unless the Group is obliged to make
further payments to, or on behalf of, the associate or joint venture.

Unrealised gains on transactions between the Group and its associates and joint ventures are eliminated to the extent of the
Group's interest in the associates and joint ventures; unrealised losses are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred. The Group is considered an organization similar to a venture fund.
When the Group acquires an associate, at initial recognition, the Group makes an irrevocable choice to measure investment
in associate under the equity method or at fair value through profit or loss under IFRS 9.

Fair value measurement

The Group measures financial instruments, such as debt securities owned, equity investments, derivatives, investments in
subsidiaries (starting from 31 December 2019) and non-financial assets such as investment properties at fair value at each
balance sheet date. Also, fair values of financial instruments measured at amortised cost are disclosed in note 33.

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 fair value measurement is based on the presumption that the transaction
to sell the asset or transfer the liability takes place either:

. In the principal market for the asset or liability; or

. In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible by the Group. The fair value of an asset or a liability is
measured using the assumptions that market participants would use when pricing the asset or liability, assuming that market
participants act in their economic best interest. A fair value measurement of a non-financial asset takes into account a market
participant's ability to generate economic benefits by using the asset in its highest and best use or by selling it to another
market participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available
to measure fair value, maximising the use of relevant observable inputs and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the consolidated financial statements are categorized
within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair value
measurement as a whole:

. Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities;

. Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is
directly or indirectly observable;

. Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is
unobservable.

For assets and liabilities that are recognised in the consolidated financial statements on a recurring basis, the Group
determines whether transfers have occurred between Levels in the hierarchy by re-assessing categorization (based on the
lowest level input that is significant to the fair value measurement as a whole) at the end of each reporting period.
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JSC Georgia Capital and Subsidiaries Notes to Consolidated Financial Statements

(Thousands of Georgian Lari)

Summary of significant accounting policies (continued)

Non-current assets held for sale and discontinued operations (policy applied up to 31 December 2019)

The Group classifies non-current assets and disposal groups as held for sale if their carrying amounts will be recovered
principally through a sale transaction rather than through continuing use. Non-current assets and disposal groups classified
as held for sale are measured at the lower of their carrying amount and fair value less costs to sell. Costs to sell are the
incremental costs directly attributable to the disposal of an asset (disposal group), excluding finance costs and income tax
expense.

The criteria for held for sale classification is regarded as met only when the sale is highly probable and the asset or disposal
group is available for immediate sale in its present condition. Actions required to complete the sale should indicate that it is
unlikely that significant changes to the sale will be made or that the decision to sell will be withdrawn. Management must
be committed to the plan to sell the asset and the sale expected to be completed within one year from the date of the
classification.

Property, plant and equipment and intangible assets are not depreciated or amortised once classified as held for sale.

Assets and liabilities classified as held for sale are presented separately from other assets and liabilities in the statement of
financial position.

A disposal group qualifies as discontinued operation if it is a component of an entity that either has been disposed of, or is
classified as held for sale, and:

. Represents a separate major line of business or geographical area of operations

. is part of a single co-ordinated plan to dispose of a separate major line of business or geographical area of operations
ot;

. is a subsidiary acquired exclusively with a view to resale

Discontinued operations are excluded from the results of continuing operations and are presented as a single amount as
profit or loss after tax from discontinued operations in the statement of profit or loss. Net cash flows attributable to the
operating, investing and financing activities of discontinued operations are presented separately in the statement of cash
flows.

The asset or disposal group ceases to be classified as held for sale if the criteria for classification are no longer met. Non-
current asset or disposal group that ceased to be classified as held for sale is measured at the lower of (a) carrying amount
before the asset or disposal group was classified as held for sale, adjusted for any depreciation, amortisation or revaluations
that would have been recognised had the asset or disposal group not been classified as held for sale, and (b) recoverable
amount at the date of the subsequent decision not to sell. Any adjustment to carrying amount of non-current asset that
ceases to be classified as held for sale is recognized in income statement in the period in which criteria for held for sale
classification are no longer met. Financial statements for the periods since classification as held for sale are amended
accordingly if the disposal group that ceases to be classified as held for sale is a subsidiary, joint operation, joint venture,
associate, or a portion of an interest in a joint venture or an associate.

The results of operations of the component previously presented in discontinued operations is reclassified and included in
income from continuing operations for all periods presented. Amounts presented for non-current assets or for the assets
and liabilities of disposal groups classified as held for sale in the statements of financial position for prior periods are not
reclassified to reflect the classification in the statement of financial position for the latest period presented.

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand and amounts due from credit institutions that mature within ninety days
of the date of contract origination and are free from contractual encumbrances and readily convertible to known amount
of cash.
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JSC Georgia Capital and Subsidiaries Notes to Consolidated Financial Statements

(Thousands of Georgian Lari)

Summary of Significant Accounting Policies (continued)

Financial assets
Initial recognition

Financial assets in the scope of IFRS 9 are classified at initial recognition, as subsequently measured at amortised cost, fair
value through other comprehensive income (OCI), 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 Group’s business model for managing them. With the exception of trade receivables that do not contain a significant
financing component or for which the Group has applied the practical expedient, the Group initially measutes 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 Group 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 Group’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.

Date of recognition

All regular way purchases and sales of financial assets are recognised on the trade date i.e. the date that the Group commits
to purchase or sell the asset. Regular way purchases or sales are purchases or sales of financial assets that require delivery
of assets within the period generally established by regulation or convention in the marketplace.

Subsequent measurement

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

. Financial assets at amortised cost

. 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 (equity and debt instruments)

Financial assets at amortised cost

The Group 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 recognised in profit or loss when the asset is derecognised, modified or impaired.

The Group’s financial assets at amortised cost includes cash and cash equivalents, trade receivables, amounts due from
credit institutions.
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JSC Georgia Capital and Subsidiaries Notes to Consolidated Financial Statements

(Thousands of Georgian Lari)

Summary of Significant Accounting Policies (continued)

Financial assets (continued)

Financial assets at fair value throngh OCI (debt instruments)

The Group measures debt instruments at fair value through OCI if both of the following conditions are met:

. The financial asset is held within a business model with the objective of both holding to collect contractual cash
flows and selling

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

For debt instruments at fair value through OCI, interest income, foreign exchange revaluation and impairment losses or
reversals are recognised in the statement of profit or loss and computed in the same manner as for financial assets measured
at amortised cost. The remaining fair value changes are recognised in OCI. Upon derecognition, the cumulative fair value
change recognised in OCI is recycled to profit or loss.

The Group’s debt instruments at fair value through OCI includes investments in quoted debt instruments included under
debt securities owned.

Financial assets designated at fair value throngh OCI (equity instruments)

Upon initial recognition, the Group can elect to classify irrevocably its equity investments as equity instruments designated
at fair value through OCI when they meet the definition of equity under IAS 32 Financial Instruments: Presentation and
are not held for trading. The classification is determined on an instrument-by-instrument basis.

Gains and losses on these financial assets are never recycled to profit or loss. Dividends are recognised as other income in
the statement of profit or loss when the right of payment has been established, except when the Group benefits from such
proceeds as a recovery of part of the cost of the financial asset, in which case, such gains are recorded in OCI. Equity
instruments designated at fair value through OCI are not subject to impairment assessment.

The Group elected to classify irrevocably its non-listed equity investments and listed equity investment in Bank of Georgia
Group PLC under this category.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include subsidiaries, associates and joint ventures measured at fair value
through profit or loss, financial assets held for trading, financial assets designated upon initial recognition at fair value
through profit or loss, or financial assets mandatorily required to be measured at fair value. Financial assets are classified as
held for trading if they are acquired for the purpose of selling or repurchasing in the near term. Derivatives, including
separated embedded derivatives, are also classified as held for trading unless they are designated as effective hedging
instruments. Financial assets with cash flows that are not solely payments of principal and interest are classified and
measured at fair value through profit or loss, irrespective of the business model. Notwithstanding the criteria for debt
instruments to be classified at amortised cost or at fair value through OCI, as described above, debt instruments may be
designated at fair value through profit or loss on initial recognition if doing so eliminates, or significantly reduces, an
accounting mismatch.

Financial assets at fair value through profit or loss are carried in the statement of financial position at fair value with net
changes in fair value recognised in the statement of profit or loss. This category includes derivative instruments and
investments in investments in subsidiaries and associates.

Investment in subsidiaries: in accordance with the exception under IFRS 10, the Group does not consolidate subsidiaries
in the financial statements unless the subsidiary is not itself an investment entity and its main purpose and activities are

providing services that relate to the Group’s investment activities. The Group has no consolidated subsidiaries. The Group
measures unconsolidated subsidiaries (including loans to subsidiaries) at FVPL.
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Summary of Significant Accounting Policies (continued)

Financial assets (continued)
Financial assets at fair value through profit or loss (continned)

Investment in associates: In accordance with the exemption in IAS 28 Investments in Associates and Joint Ventures, the
Group does not account for its investments in associates using the equity method. Instead, the Group measures its
investments in associates at FVPL.

Loans to subsidiaries are measured at FVPL in accordance with IFRS 9 as the loans are held within a business model with
the objective other than held to collect contractual cash flows or held both to collect contractual cash flows and to sell
financial assets

A derivative embedded in a hybrid contract, with a financial liability or non-financial host, is separated from the host and
accounted for as a separate derivative if: the economic characteristics and risks are not closely related to the host; a separate
instrument with the same terms as the embedded derivative would meet the definition of a derivative; and the hybrid
contract is not measured at fair value through profit or loss. Embedded derivatives are measured at fair value with changes
in fair value recognised in profit or loss. Reassessment only occurs if there is either a change in the terms of the contract
that significantly modifies the cash flows that would otherwise be required or a reclassification of a financial asset out of the
fair value through profit or loss category.

A derivative embedded within a hybrid contract containing a financial asset host is not accounted for separately. The
financial asset host together with the embedded derivative is required to be classified in its entirety as a financial asset at fair
value through profit or loss.

Impairment of financial assets

The Group recognises 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 Group 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 recognised 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 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 recognises 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.

The Group considers a financial asset in default when contractual payments are 90 days past due. However, in certain cases,
the Group may also consider a financial asset to be in default when internal or external information indicates that the Group
is unlikely to receive the outstanding contractual amounts in full before taking into account any credit enhancements held
by the Group. A financial asset is written off when there is no reasonable expectation of recovering the contractual cash
flows. Subsequent recoveries of amounts previously written off decrease the charge for impairment of financial assets in
the consolidated profit or loss.

Derecognition of financial assets and liabilities

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
derecognised (i.e., removed from the Group’s consolidated statement of financial position) when:

. The rights to receive cash flows from the asset have expired
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Summary of Significant Accounting Policies (continued)
Derecognition of financial assets and liabilities (continued)

Financial assets (continned)

. The Group 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 Group has transferred substantially all the risks and rewards of the asset, or (b) the Group has neither transferred
nor retained substantially all the risks and rewards of the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of ownership. When it has neither
transferred nor retained substantially all of the risks and rewards of the asset, nor transferred control of the asset, the Group
continues to recognise the transferred asset to the extent of its continuing involvement. In that case, the Group also
recognises an associated liability. The transferred asset and the associated liability are measured on a basis that reflects the
rights and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of the original
carrying amount of the asset and the maximum amount of consideration that the Group could be required to repay.
Financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.

Where 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 a derecognition of the
original liability and the recognition of a new liability, and the difference in the respective carrying amounts is recognised in
the consolidated income statement.

Financial liabilities

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 recognised initially at fair value and, in the case of loans and borrowings and payables, net of
directly attributable transaction costs.

The Group’s financial liabilities include accounts payable, borrowings including bank overdrafts and debt securities issued.

Borrowings and debt securities issued

Borrowings and debt securities issued are initially recognised at fair value of the consideration received less directly
attributable transaction costs. After initial recognition, borrowings and debt securities issued are subsequently measured at
amortised cost using the effective interest method. Gains and losses are recognised in the consolidated income statement
when borrowings are derecognised as well as through the amortisation process.

Borrowing costs

Borrowing costs comprise interest expense calculated using the effective interest method and exchange differences arising
from foreign currency borrowings to the extent they are regarded as an adjustment to interest costs. Borrowing costs directly
attributable to the acquisition, construction ot production of an asset that necessarily takes a substantial period of time to
get ready for its intended use or sale are capitalised as part of the cost of such asset. All other borrowing costs are expensed
in the year in which they occur.

Offsetting

Financial assets and liabilities are offset and the net amount is reported in the consolidated statement of financial position
when there is a legally enforceable right to set off the recognised amounts and there is an intention to settle on a net basis,
or to realise the asset and settle the liability simultaneously.
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Summary of Significant Accounting Policies (continued)

Insurance and reinsurance receivables (policy applied up to 31 December 2019)

Insurance and reinsurance receivables are recognised based upon insurance policy terms and measured at cost. The carrying
value of insurance and reinsurance receivables is reviewed for impairment whenever events or circumstances indicate that
the carrying amount may not be recoverable, with any impairment loss recorded in the consolidated statement of income.

Reinsurance receivables, included in other assets, primarily comprise of balances due from both insurance and reinsurance
companies for ceded insurance liabilities. Premiums on reinsurance assumed are recognised as tevenue in the same manner
as they would be if the reinsurance were considered direct business, taking into account the product classification of the
reinsured business. Amounts due to reinsurers are estimated in a manner consistent with the associated reinsured policies
and in accordance with the reinsurance contract. Premiums ceded and claims reimbursed are presented on a gross basis.

An impairment review is performed on all reinsurance assets when an indication of impairment occurs. Reinsurance
receivables are impaired only if there is objective evidence that the Group may not receive all amounts due to it under the
terms of the contract that this can be measured reliably.

Insurance liabilities (policy applied up to 31 December 2019)
General insurance liabilities

General insurance contract liabilities are based on the estimated ultimate cost of all claims incurred but not settled at the
reporting date, whether reported or not, together with related claims handling costs and reduction for the expected value
of salvage and other recoveries. Significant delays can be experienced in the notification and settlement of certain types of
general insurance claims, particularly in respect of liability business, environmental and pollution exposures — therefore the
ultimate cost of which cannot be known with certainty at the reporting date.

Provision for unearned preminms

The proportion of written premiums, gross of commission payable to intermediaries, attributable to subsequent periods is
deferred as unearned premium. The change in the provision for unearned premium is taken to the consolidated income
statement in order that revenue is recognised over the period of risk or, for annuities, the amount of expected future benefit
payments.

Liability adequacy test

At each reporting date, a liability adequacy test is performed, to ensure the adequacy of unearned premiums net of related
deferred acquisition costs. In performing the test, current best estimates of future contractual cash flows, claims handling
and policy administration expenses, as well as investment income from assets backing such liabilities, are used. Any
inadequacy is immediately charged to the consolidated income statement by establishing an unexpired risk provision.

Deferred acquisition costs (policy applied up to 31 December 2019)

Deferred acquisition costs (“DAC”), included in insurance premiums receivable, are capitalised costs related to the
issuance of insurance policies. They consist of commissions paid to agents, brokers and some employees. They are

amortised on a straight-line basis over the life of the contract.

Investment properties (policy applied up to 31 December 2019)

Investment property is a land or building or a part of a building held to earn rental income or for capital appreciation
purposes and which is not used by the Group or held for sale in the ordinary course of business. Property that is under
construction, is being developed or redeveloped for future use as an investment property is also classified as an investment

property.

Investment property is initially recognized at cost, including transaction costs, and subsequently remeasured at fair value
reflecting market conditions at the end of the reporting period. Fair value of the Group’s investment property is determined
on the basis of various sources including reports of independent appraisers, who hold a recognized and relevant professional
qualifications and who have recent experience in valuation of property of similar location and category. Gains and losses
resulting from changes in the fair value of investment property are recorded in the income statement in the period in which
they arise.
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Investment properties (policy applied up to 31 December 2019) (continued)

Subsequent expenditure is capitalized only when it is probable that future economic benefits associated with it will flow to
the Group and the cost can be measured reliably. All other repairs and maintenance costs are expensed when incurred. If
an investment property becomes owner-occupied, it is reclassified to property and equipment, and its carrying amount at
the date of reclassification becomes its deemed cost to be subsequently depreciated.

Investment properties are derecognized either when they have been disposed of or they are permanently withdrawn from
use and no future economic benefit is expected from their disposal. The difference between the net disposal proceeds and
the carrying amount of the asset is recognised in the consolidated income statement in the period of derecognition.

Property and equipment (policy applied up to 31 December 2019)
Property and equipment is carried at cost less accumulated depreciation and any accumulated impairment in value. Such

cost includes the cost of replacing part of the equipment when that cost is incurred if the recognition criteria are met.

The carrying values of property and equipment are reviewed for impairment when events or changes in circumstances
indicate that the carrying value may not be recoverable.

Depreciation of an asset commences from the date the asset is ready and available for use. Depreciation is calculated on a
straight-line basis over the following estimated useful lives:

Years
Office buildings Up to 100
Hospitals and clinics 100
Hotels Up to 100
Infrastructure assets 10-40
Factory and equipment 7-30
Furniture and fixtures 10
Computers and equipment 5-10
Motor vehicles 5

The asset’s residual values, useful lives and methods are reviewed, and adjusted as appropriate, at each financial year-end.

Assets under construction are stated at cost and are not depreciated until the time they are available for use and reclassified
to respective group of property and equipment.

Leaschold improvements are depreciated over the life of the related leased asset or the expected lease term if lower.

Costs related to repairs and renewals are charged when incurred and included in other operating expenses, unless they
qualify for capitalization.

Leases (IAS 17, applied until 1 January 2019)

The determination of whether an arrangement is (or contains) a lease is based on the substance of the arrangement at the
inception of the lease. The arrangement is, or contains, a lease if fulfilment of the arrangement is dependent on the use of
a specific asset (or assets) and the arrangement conveys a right to use the asset (or assets), even if that asset is (or those
assets are) not explicitly specified in an arrangement.

Group as a lessee

A lease is classified at the inception date as a finance lease or an operating lease. A lease that transfers substantially all the
risks and rewards incidental to ownership to the Group is classified as a finance lease.

Finance leases are capitalised at the commencement of the lease at the inception date fair value of the leased property or, if
lower, at the present value of the minimum lease payments. Lease payments are apportioned between finance charges and
reduction of the lease liability so as to achieve a constant rate of interest on the remaining balance of the liability. Finance
charges are recognised in finance costs in the statement of profit or loss.
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Summary of Significant Accounting Policies (continued)

Leases (IAS 17, applied until 1 January 2019) (continued)
Group as a lessee (continued)

A leased asset is depreciated over the useful life of the asset. However, if there is no reasonable certainty that the Group
will obtain ownership by the end of the lease term, the asset is depreciated over the shorter of the estimated useful life of
the asset and the lease term. An operating lease is a lease other than a finance lease.

Operating lease payments are recognised as an operating expense in the statement of profit or loss on a straight-line basis
over the lease term.

Group as a lessor

Leases in which the Group does not transfer substantially all the risks and rewards of ownership of an asset are classified as
operating leases. Rental income arising is accounted for on a straight-line basis over the lease terms and is included in
revenue in the statement of profit or loss due to its operating nature. Initial direct costs incurred in negotiating and arranging
an operating lease are added to the carrying amount of the leased asset and recognised over the lease term on the same basis
as rental income. Contingent rents are recognised as revenue in the period in which they are earned.

Leases (IFRS 16, applied since 1 January 2019)

The Group assesses at contract inception whether a contract is, or contains, a lease. That is, if the contract conveys the right
to control the use of an identified asset for a period of time in exchange for consideration.

Group as a lessee

The Group applies a single recognition and measurement approach for all leases, except for short-term leases and leases of
low-value assets. The Group recognises lease liabilities to make lease payments and right-of-use assets representing the right
to use the underlying assets.

Right-of-use assets

The Group recognises right-of-use assets at the commencement date of the lease (i.e., the date the underlying asset is
available for use). Right-of-use assets are measured at cost, less any accumulated depreciation and impairment losses, and
adjusted for any remeasurement of lease liabilities. The cost of right-of-use assets includes the amount of lease liabilities
recognised, initial direct costs incurred, and lease payments made at or before the commencement date less any lease
incentives received. Unless the Group is reasonably certain to obtain ownership of the leased asset at the end of the lease
term, the recognised right-of-use assets are depreciated on a straight-line basis over the shorter of its estimated useful life
and the lease term. The Group's right-of-use assets are presented separately in statement of financial position.

If ownership of the leased asset transfers to the Group at the end of the lease term or the cost reflects the exercise of a
purchase option, depreciation is calculated using the estimated useful life of the asset.

Lease liabilities

At the commencement date of the lease, the Group recognises lease liabilities measured at the present value of lease
payments to be made over the lease term. The lease payments include fixed payments (including in-substance fixed
payments) less any lease incentives receivable, and amounts expected to be paid under residual value guarantees. The lease
payments also include the exercise price of a purchase option reasonably certain to be exercised by the Group and payments
of penalties for terminating a lease, if the lease term reflects the Group exercising the option to terminate. The variable lease
payments that do not depend on an index or a rate are recognised as expense in the period on which the event or condition
that triggers the payment occurs. In calculating the present value of lease payments, the Group uses the incremental
borrowing rate at the lease commencement date if the interest rate implicit in the lease is not readily determinable. After the
commencement date, the amount of lease liabilities is increased to reflect the accretion of interest and reduced for the lease
payments made. In addition, the carrying amount of lease liabilities is remeasured if there is a modification, a change in the
lease term, a change in the in-substance fixed lease payments or a change in the assessment of an option to purchase the
underlying asset.
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Leases (IFRS 16, applied since 1 January 2019) (continued)
Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its short-term leases of vehicles and equipment across the
Group, exemption will not be applied to the lease of real estate. The Group also applies low value lease exemption to its
low value leases such as computers and furniture (assets with a value, when new, of GEL 15,000 or less). Lease payments
on short-term leases and leases of low-value assets are recognised as expense on a straight-line basis over the lease term.

Group as a lessor

Leases in which the Group does not transfer substantially all the risks and rewards incidental to ownership of an asset are
classified as operating leases. Rental income arising is accounted for on a straight-line basis over the lease terms and is
included in revenue in the statement of profit or loss due to its operating nature. Initial direct costs incurred in negotiating
and arranging an operating lease are added to the carrying amount of the leased asset and recognised over the lease term on
the same basis as rental income. Contingent rents are recognised as revenue in the period in which they are earned.

Inventories (policy applied up to 31 December 2019)

Inventories are valued at the lower of cost and net realisable value. Net realisable value is the estimated selling price in the
ordinary course of business, less estimated costs of completion and the estimated costs necessary to make the sale.

The cost of inventory includes expenditure incutred in acquiring inventory and bringing it to its existing location and
condition including borrowing costs. The cost of inventory is determined on a weighted average basis for beverages and
inventory in healthcare segment and first in first out basis (“FIFO”) in the pharma segment. The cost of inventory in real
estate segment is determined with reference to the specific costs incurred on the property sold and allocated non-specific
costs based on the relative size of the property sold.

Biological assets (policy applied up to 31 December 2019)

Biological assets comprise grapes on the vine. Upon harvest the grapes are measured at fair value less costs to sell with any
fair value gain or loss recognized in the consolidated income statement.

Intangible assets (policy applied up to 31 December 2019)

The Group’s intangible assets include computer software and licenses and exclusive rights.

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets acquired in a
business combination is fair value as at the date of acquisition. Following initial recognition, intangible assets are cartried at
cost less any accumulated amortisation and any accumulated impairment losses. The economic lives of intangible assets are
assessed to be finite and amortised over 4 to 20 years and assessed for impairment whenever there is an indication that the
intangible asset may be impaired. Amortisation periods and methods for intangible assets are reviewed at least at each
financial year-end.

Costs associated with maintaining computer software programs are recorded as an expense as incurred. Software
development costs (relating to the design and testing of new or substantially improved software) are recognised as intangible
assets only when the Group can demonstrate the technical feasibility of completing the softwate so that it will be available
for use or sale, its intention to complete the asset and its ability to use or sell the asset, how the asset will generate future
economic benefits, the availability of resources to complete the asset and the ability to measure reliably the expenditure
during the development. Other software development costs are recognised as an expense as incurred.

Goodwill impairment (policy applied up to 31 December 2019)

Goodwill is reviewed for impairment, annually or more frequently if events or changes in circumstances indicate that the
carrying amount may be impaired.
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Goodwill impairment (policy applied up to 31 December 2019) (continued)

For the purpose of impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated
to each of the Group’s cash-generating units, or groups of cash-generating units, that are expected to benefit from the
synergies of the combination, irrespective of whether other assets or liabilities of the Group are assigned to those units or
groups of units. Each unit or group of units to which the goodwill is allocated:

. represents the lowest level within the Group at which the goodwill is monitored for internal management purposes;
and
. is not larger than a segment as defined in IFRS 8 “Operating Segments”.

Impairment is determined by assessing the recoverable amount of the cash-generating unit (group of cash-generating units),
to which the goodwill relates. Where the recoverable amount of the cash-generating unit (group of cash-generating units) is
less than the carrying amount, an impairment loss is recognised. Impairment losses cannot be reversed in future periods.

Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of past events, and it is
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable
estimate of the amount of obligation can be made.

Contingencies

Contingent liabilities are not recognised in the consolidated statement of financial position but are disclosed unless the
possibility of any outflow in settlement is remote. A contingent asset is not recognized in the consolidated statement of
financial position but disclosed when an inflow of economic benefits is probable.

Share-based payment transactions

Employees (including senior executives) of the Group receive share-based remuneration, whereby they render services and
receive equity instruments of Georgia Capital PLC (‘equity settled transactions’) as consideration for the services provided.

Equity-settled transactions

The cost of equity settled transactions with employees is measured by reference to the fair value of shares at the grant date.

The cost of equity settled transactions is recognised together with the corresponding increase in equity, over the period in
which the petformance and/or setvice conditions are fulfilled, ending on the date when the relevant employee is fully
entitled to the award (‘the vesting date’). The cumulative expense recognised for equity settled transactions at each reporting
date until the vesting date reflects the extent to which the vesting period has expired and the Group’s best estimate of the
number of equity instruments that will ultimately vest. The consolidated income statement charge or credit for the period
represents the movement in cumulative expense recognised as at the beginning and end of that period.

Equity-settled transactions (continued)

No expense is recognised for the awards that do not ultimately vest except for the awards where vesting is conditional upon
market conditions which are treated as vesting irrespective of whether the market condition is satisfied, provided that all
other performance conditions are satisfied.

Where the terms of an equity settled award are modified, the minimum expense is recognised as if the terms had not been
modified. An additional expense is recognised for any modification which increases the total fair value of the share-based
payment arrangement, or is otherwise beneficial to the employee as measured at the date of the modification.

Where an equity-settled award is cancelled, it is treated as if it has vested on the date of cancellation, and any expense not
yet recognised for the award is recognised immediately. However, if a new award is substituted for the cancelled award, and
designated as the replacement award on the date that it is granted, the cancelled and the new awards are treated as if they
were a modification of the original award, as described in the previous paragraph.
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Share capital
Share capital

Ordinary shares are classified as equity. External costs directly attributable to the issue of new shares, other than on a
business combination, are shown as a deduction from the proceeds in equity. Any excess of the fair value of consideration
received over the par value of shares issued is recognised as additional paid-in capital.

Treasury shares

When the Group purchases shares of Georgia Capital or Georgia Capital PLC, the consideration paid, including any
attributable transaction costs, net of income taxes, is deducted from total equity as treasury shares until they are cancelled
or reissued. Where such shares are subsequently sold or reissued, any consideration received is included in equity. Treasury
shares are stated at par value, with adjustment of premiums against additional paid in capital.

Dividends

Dividends are recognised as a liability and deducted from equity at the reporting date only if they are declared before or on
the reporting date. Dividends are disclosed when they are proposed before the reporting date or proposed or declared after
the reporting date but before the consolidated financial statements are authorised for issue. All expenses associated with
dividend distribution are added to dividend amount and recorded directly through equity.

Income and expense recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the revenue
can be reliably measured. The following specific recognition criteria must also be met before revenue and expense is
recognised:

Dividend income

Dividend revenue is recognised when the Group’s right to receive the payment is established.

Net gain or loss on financial assets and liabilities at fair value through profit or loss

Net gains or losses on financial assets and liabilities at FVPL are changes in the fair value of equity investment at fair value,
financial assets and liabilities held for trading or designated upon initial recognition as at FVPL and exclude interest and
dividend income and expenses.

Insurance income and exipense (policy applied up to 31 December 2019)

e  Premiums written
Insurance premiums written are recognised on policy inception and earned on a pro rata basis over the term of
the related policy coverage. Insurance premiums written reflect business incepted during the year before deduction
of commission and exclude any sales-based taxes or duties. Unearned premiums are those proportions of the
premiums written in a year that relate to periods of risk after the reporting date. Unearned premiums are computed
principally on monthly pro rata basis.

e  Premiums ceded
Premiums payable in respect of reinsurance ceded are recognised in the period in which the reinsurance contract
is entered into and include estimates where the amounts are not determined at the reporting date. Premiums are
expensed over the period of the reinsurance contract, calculated principally on a daily pro rata basis.

e  Provision for unearned premiums
The proportion of written premiums attributable to subsequent periods is deferred as unearned premium. The
change in the provision for unearned premium is taken to the consolidated statement of comprehensive income
in the order that revenue is recognised over the period of risk or, for annuities, the amount of expected future
benefit payments.

e Benefits and claims
General insurance claims incurred include all claim losses occurring during the year, whether reported or not,
including the related handling costs and reduction for the value of salvage and other recoveries and any adjustments
to claims outstanding from previous years.
Claims handling costs include internal and external costs incurred in connection with the negotiation and
settlement of claims.

29

F-109



JSC Georgia Capital and Subsidiaries Notes to Consolidated Financial Statements

(Thousands of Georgian Lari)

Summary of Significant Accounting Policies (continued)

Income and expense recognition (continued)
Income and expense recognition healthcare and pharma revenue (policy applied up to 31 December 2019)

The Group recognises revenue at an amount that reflects the consideration to which an entity expects to be entitled in
exchange for transferring goods or services to a customer.

Healthcare services that the Group provides to the clients are satisfied over time given that the customer simultaneously
receives and consumes the benefits provided by the Group.
Healthcare revenue comprises the fair value of the consideration received or receivable for providing inpatient and
outpatient services and includes the following components:

e Healthcare revenue from insurance companies — The Group recognises revenue from the individuals who are insured
by various insurance companies by reference to the stage of completion of the actual medical service and agreed-upon
terms between the counterparties.

e  Healthcare revenue from state — The Group recognises the revenue from the individuals who are insured under the
state programmes by reference to the stage of completion of the actual medical service and the agreed-upon terms
between the counterparties.

e  Healthcare revenue from out-of-pocket and other — The Group recognises the revenue from non-insured individuals
based on the completion of the actual medical service and approved prices by the Group. Sales are usually in cash or
by credit card. Other revenue from medical services includes revenue from municipalities and other hospitals, which
the Group has contractual relationship with. Sales of services are recognised in the accounting period in which the
services are rendered calculated according to contractual tariffs.

Revenue is presented net of corrections and rebates that occasionally arise as a result of reconciliation of detailed bills with
counterparties (mostly with the State). Invoice corrections are estimated at contract inception. The estimation of potential
future corrections and rebates is calculated based on statistical average correction rate which is applied to gross amount of
invoices that were not approved by the state as at reporting date. The Group’s gross revenue (before deducting its
corrections and rebates) is based on the official invoices submitted to and formally accepted by the customers (State,
insurance companies, provider clinics and individuals) and accruals for already performed but not yet billed service.

Revenue from pharma comprises the fair value of the consideration received or receivable both from wholesale and retail
sales and drug exchange transactions. The pharma business sometimes receives drugs in exchange for sale of drugs from
other wholesalers. The consideration received is assessed with reference to its actual wholesale price which is deemed fair
value of consideration received.

Utility and energy revenne (policy applied up to 31 December 2019)

The Group recognizes revenue from utility when the Group satisfies a performance obligation at an amount that reflects
the consideration to which the Group expects to be entitled in exchange for transferring the goods and services to a
customer. The following specific recognition criteria must be met before revenue is recognized:

e  Revenue from water supply — includes amounts billed to the customers based on the metered or estimated usage of
water by legal entities and by application of the relevant tariff for services set per unit of water supplied. Meters are
read on a cyclical basis and the Group recognizes revenue for unbilled amounts based on estimated usage from the last
billing through to the end of the financial year.

e  Revenue from water supply to population — includes amounts billed on monthly basis to the residential customers
(with meter) based on the metered usage of water and by application of the relevant tariff for services set per unit of
water supplied or based on the number of individual person registered by respective city municipality per each
residential address (without meter) by application of the relevant tariff set per capita per month for the general
population.

e Revenue from connection and water meter installation — includes non-refundable amounts billed upfront for
connecting customers to water system and providing them with the access to water supply. Revenue from connection
and water meter installation is recognized over the time in line with the satisfaction of performance obligation over the
life of water meters.

Revenue from electric power sales is recognised on the basis of metered electric power transferred.
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Summary of Significant Accounting Policies (continued)

Income and expense recognition (continued)

Real estate revenne (policy applied up to 31 December 2019)

Gross real estate profit comprises revenue from sale of developed real estate property, revenue from construction services,
revenue from hospitality operations and revaluation gains on investment properties.

Revenue from sale of developed real estate property is recognized over the time based on the progress towards complete
satisfaction of a performance obligation using input method (proportion of costs incurred up to date to total expected
project cost). Percentage of completion calculated based on total costs of the building is applied to apartment selling price
to recognize revenue from apartment sale. Payment arrangements of the sale of developed real estate property usually
include advance payment of part of transaction price and progress payments during the construction by the customer, such
payments are recognized as deferred income. Significant financing component is usually immaterial.

Revenue from construction services is recognized over the time based on the progress towards complete satisfaction of a
performance obligation using output method based on the completion level reflected in monthly completion reports.
Payment arrangements for construction services usually include advance payment of part of transaction price (usually up to
10%) and monthly progress payments during the construction by the customer, 5% from each monthly progress payment
is usually retained by the customer as guarantee for a year after the completions of construction. Significant financing
component is usually immaterial.

Revenue from hospitality operations is generated through hotel room and meeting space rental and sale of foods and
beverages. Revenue is recognized when the Group satisfies a performance obligation, i.e. over the time the customer stays
in the hotel and food and beverages are delivered to the customer, at an amount that reflects the consideration to which the
Group expects to be entitled in exchange for transferring the goods and services to a customer.

Beverage revenne (policy applied up to 31 December 2019)

Revenue from the sale of beverages is recognised when the group satisfies the performance obligation, i.e. when the control
of the goods has passed to the buyer, usually on delivery of the goods. For the finished goods sold on consignment basis,
revenue is recognized when the goods are transferred to the end-customer or on expiration of specified period. Revenue
recognized in connection to the sale of finished goods reflects an adjustment for the consideration payable to the customer
(cash amounts that the Group pays, or expects to pay, to a customer).

Gain on measurement of grapes at fair value less costs to sell is recognized at the point of harvest.

Revenue from customer loyalty program (policy applied up to 31 Decentber 2019)

Customer loyalty program points accumulated in the business are treated as deferred revenue and recognized in revenues
gradually as they are earned. The Group recognizes gross revenue earned from customer loyalty program when the
performance obligation is satisfied i.e. when the customer redeems the points or the points expire, where the Group acts as
a principal. At reach reporting date the Group estimates portion of accumulated points that is expected to be utilized by
customers based on statistical data. These points are treated as liability in the statement of financial position and are only
recognized in revenues when points are earned or expired.

Interest and similar income and expense (policy applied up to 31 December 2019)

For all debt financial instruments measured at amortised cost and fair value through OCI interest income or expense is
recorded at the effective interest rate, which is the rate that exactly discounts estimated future cash payments or receipts
through the expected life of the financial instrument or a shorter period, where appropriate, to the net carrying amount of
the financial asset or financial liability. The calculation takes into account all contractual terms of the financial instrument
(for example, prepayment options) and includes any fees or incremental costs that are directly attributable to the instrument
and are an integral part of the effective interest rate, but not future credit losses. The carrying amount of the financial asset
or financial liability is adjusted if the Group revises its estimates of payments or receipts. The adjusted carrying amount is
calculated based on the original effective interest rate and the change in carrying amount is recorded as interest income or
expense.

Once the recorded value of a financial asset or a group of similar financial assets has been reduced due to an impairment
loss, interest income continues to be recognised using the original effective interest rate applied to the new carrying amount.
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Summary of Significant Accounting Policies (continued)

Income and expense recognition (continued)

Education revenue (policy applied up to 31 December 2019)

Education revenue is recognised in line with the satisfaction of performance obligations in education contracts.

For performance obligations which are satisfied at a point in time, respective revenue is recognised at a point in time.
Revenue is recognised on a straight-line basis for learning process, catering and transportation services over the period
during which the performance obligation is being satisfied.

Renewable energy revenne (policy applied up to 31 December 2019)

The Group recognizes revenue from renewable energy when the Group satisfies a performance obligation at an amount
that reflects the consideration to which the Group expects to be entitled in exchange for transferring the goods and services
to a customer. Revenue amount is based on power generation by the end of each period and application of the relevant
tariff for services set in the agreements with customers.

EBITDA

The Group separately presents EBITDA on the face of the consolidated income statement. EBITDA is defined as earnings
before interest, taxes, depreciation and amortisation and is derived as the Group’s profit before income tax expense but
excluding the following line items: depreciation and amortisation, interest income, interest expense, net foreign currency
(loss) gain, profits from associates, gain from change in investment entity status and net non-recurring items.

Non-recurring items

The Group separately classifies and discloses those income and expenses that are non-recurring by nature. The Group
defines non-recurring income or expense as an income or expense triggered by or originated from an economic, business
or financial event that is not inherent to the regular and ordinary business course of the Group and is caused by uncertain
or unpredictable external factors that cannot be reasonably expected to occur in the future and thus they should not be
taken into account when making projections of the future results.

Taxation

The current income tax expense is calculated in accordance with the regulations in force in the respective territories in which
the Group and its subsidiaries operate.

The annual profit earned by entities is not taxed in Georgia, except for insurance companies. Corporate income tax is paid
on dividends, donations, abnormal losses, non-business related disbursements, etc. The corporate income tax arising from
the payment of dividends is accounted for as a liability and expensed in the period in which dividends are declared, regardless
of the actual payment date or the period for which the dividends are paid. The corporate income tax rate is 15% in Georgia.

Georgia also has various operating taxes that are assessed on the Group’s activities. These taxes are included as a component
of general and administrative expenses.

Functional, presentation currencies and foreign currency translation

The consolidated financial statements are presented in Georgian Lari, which is the Group’s presentation currency. Each
entity in the Group determines its own functional currency and items included in the consolidated financial statements of
each entity are measured using that functional currency. Transactions in foreign currencies are initially recorded in the
functional currency, converted at the rate of exchange ruling at the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies atre retranslated into functional currency at functional currency rate of exchange ruling
at the reporting date. Gains and losses resulting from the translation of foreign currency transactions are recognised in the
consolidated income statement as net foreign currency gain (loss). Non-monetary items that ate measured in terms of
historical cost in a foreign currency are translated using the exchange rates as at the dates of the initial transactions. Non-
monetary items measured at fair value in a foreign currency are translated using the exchange rates at the date when the fair
value was determined. When a gain or loss on a non-monetary item is recognised in other comprehensive income, any
exchange component of that gain or loss is recognised in other comprehensive income. Conversely, when a gain or loss on
a non-monetary item is recognised in profit or loss, any exchange component of that gain or loss is recognised in profit or
loss.
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Summary of Significant Accounting Policies (continued)

Functional, presentation currencies and foreign currency translation (continued)

Differences between the contractual exchange rate of a certain transaction and the National Bank of Georgia (“NBG”)
exchange rate on the date of the transaction are included in Net foreign currency gain (loss). The official NBG exchange
rates at 31 December 2019 and 31 December 2018 were as follows:

Lari to GBP Lari to USD Lari to EUR
31 December 2019 3.7593 2.8677 3.2095
31 December 2018 3.3955 2.6766 3.0701

As at the reporting date, the assets and liabilities of the entities whose functional currency is different from the presentation
currency of the Group are translated into Georgian Lari at the rate of exchange ruling at the reporting date and, their income
statements are translated at the weighted average exchange rates for the year. The exchange differences arising on the
translation are taken to other comprehensive income. On disposal of a subsidiary or an associate whose functional currency
is different from the presentation currency of the Group, the deferred cumulative amount recognised in other
comprehensive income relating to that particular entity is recognised in the consolidated income statement.

Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the carrying amounts of
assets and liabilities arising on the acquisition are treated as assets and liabilities of the foreign operations and translated at
the rate at the reporting date.

Adoption of new or revised standards and interpretations

The nature and the effect of these changes are disclosed below:

IFRS 16 Leases

The Group applied IFRS 16 Leases for the first time. The nature and effect of the changes as a result of adoption of this
new accounting standard is described below.

IFRS 16 supersedes IAS 17 Leases, IFRIC 4 Determining whether an Arrangement contains a Lease, SIC-15 Operating
Leases-Incentives and SIC-27 Evaluating the Substance of Transactions Involving the Legal Form of a Lease. The standard
sets out the principles for the recognition, measurement, presentation and disclosure of leases and requires lessees to account
for all leases under a single on-balance sheet model.

Lessor accounting under IFRS 16 is substantially unchanged from IAS 17. Lessors will continue to classify leases as either
operating or finance leases using similar principles as in IAS 17. Therefore, IFRS 16 did not have an impact for leases where
the Group is the lessor.

The Group adopted IFRS 16 using the modified retrospective method of adoption with the date of initial application of 1
January 2019. Under this method, the standard is applied retrospectively with the cumulative effect of initially applying the
standard recognised at the date of initial application.
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Summary of Significant Accounting Policies (continued)

Adoption of new or revised standards and interpretations (continued)
IFRS 16 Leases (continued)

The effect of adoption IFRS 16 as at 1 January 2019 (increase/decrease) is as follows:

1 January 2019

Assets

Right-of-use assets (presented in other assets) 93,053
Property and equipment (8,799)
Prepayments (261)
Total assets 83,993
Liabilities

Income tax liabilities -
Lease liabilities (presented in other liabilities) 83,993
Total liabilities 83,993

The adoption had no impact on shateholder equity.

Nature of the effect of adoption of IFRS 16

The Group has lease contracts for various items of land, building, vehicles and other equipment. Before the adoption of
IFRS 16, when a lease was determined to be economically similar to purchasing the underlying asset, the lease was classified
as a finance lease and reported on a company’s balance sheet. All other leases were classified as operating leases and not
reported on a company’s balance sheet (they were ‘off balance sheet leases’). Off balance sheet leases were accounted for
similarly to service contracts, with the company reporting a rental expense in the income statement. Upon adoption of IFRS
16, the Group applied a single recognition and measurement approach for all leases, except for short-term leases and leases
of low-value assets as described below. The standard provides specific transition requirements and practical expedients,
which have been applied by the Group.

(a) Leases previously classified as finance leases

The Group did not change the initial carrying amounts of recognised assets and liabilities at the date of initial application
for leases previously classified as finance leases (i.c., the right-of-use assets and lease liabilities equal the lease assets and
liabilities recognised under IAS 17). The requirements of IFRS 16 were applied to these leases from 1 January 2019.

(b) Leases previously accounted for as operating leases

The group recognised a lease liability at the date of initial application for leases previously classified as an operating lease
applying IAS 17. Lease liability was measured at the present value of the remaining lease payments, discounted using the
lessee’s incremental borrowing rate at the date of initial application. A right-of-use asset was recognised at the date of initial
application for leases previously classified as an operating lease applying IAS 17 at an amount equal to the lease liability,
adjusted by the amount of any prepaid or accrued lease payments relating to that lease recognised in the statement of
financial position immediately before the date of initial application.

The Group also applied the available practical expedients wherein it:
*Used a single discount rate to a portfolio of leases with reasonably similar characteristics

*Relied on its assessment of whether leases are onerous immediately before the date of initial application

*Excluded the initial direct costs from the measurement of the right-of-use asset at the date of initial application
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Summary of Significant Accounting Policies (continued)
Adoption of new or revised standards and interpretations (continued)
Nature of the effect of adoption of IFRS 16 (continued)

The lease liabilities as at 1 January 2019 can be reconciled to the operating lease commitments as of 31 December 2018, as
follows:

1 January 2019

Liabilities
Operating lease commitments as at 31 December 2018 129,940
Weighted average incremental borrowing rate as at 1 January 2019 6.74%
Discounted operating lease commitments as at 1 January 2019 90,978
Less:
Commitments relating to short-term leases 1,624
Commitments relating to leases of low-value assets 3,075
Lease payments relating to renewal and termination periods not included in operating lease commitments

as at 31 December 2018 10,962
Add:
Commitments relating to leases previously classified as finance leases 8,676
Lease liabilities as at 1 January 2019 83,993

LAS 23 Borrowing costs

Up until reporting period ended 31 December 2018, the Group’s accounting policy was to capitalize borrowing costs to
cost of inventory represented by residential apartments. In March 2019, IFRS Interpretations Committee adopted the final
agenda decision in relation to recognition of borrowing costs in arrangements to sell properties (units in a building) where
the property is transferred to customer over time under IFRS 15. According to the agenda decision, capitalization of
borrowing costs under to cost of sold or unsold units would not be appropriate under IAS 23. As the result of new
interpretation arising from the IFRS Interpretations Committee decision, starting from interim reporting period ended 30
June 2019, the Group changed its existing accounting policy retrospectively and ceased capitalization of borrowing costs to
cost of inventory property represented by residential apartments from the moment when such properties become ready for
sale.

Infrastructure assets

In the second half of 2019, the Group changed its accounting policy with respect to infrastructure assets category of
property, plant and equipment. The Group now applies the cost model, where infrastructure assets are carried at cost less
accumulated depreciation and any accumulated impairment. Prior to this change in policy, the Group applied the revaluation
model, where infrastructure assets were carried at the fair value at the date of the revaluation less any subsequent
accumulated depreciation and subsequent accumulated impairment losses. The Group believes that cost model provides
more reliable and more meaningful presentation for investors since (1) it enhances comparability for the investors as the
application of cost model is a market practice across utility industry (2) it more closely aligns the accounting with the business
activities around these asset categories.

The change of accounting policy has been accounted for retrospectively and resulted in GEL 106,296 reduction in net
property and equipment on 1 January 2018. In line with IAS 36 requirements, the Group revisited composition of its cash
generating units (CGUs) for the purpose of performing impairment test of infrastructure assets as at the transition date. In
applying the impairment requirements under the cost model, the Group identified separate water and energy CGUs, which
were previously treated as a single CGU and asset category under the revaluation model. Under revaluation model, excess
of fair value over historical cost in the energy CGU compensated for the respective downside effect in water utility CGU.
As a result of change in accounting policy to cost model, fair value surplus existing in the energy CGU was no longer eligible
for recognition, while the accumulated deficit of value in use of the water CGU below its historical cost resulted in reduction
of property and equipment at 1 January 2018.
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Summary of Significant Accounting Policies (continued)

Adoption of new or revised standards and interpretations (continued)

Retrospective application effect: Borrowing costs (a) and infrastructure assets (b)

Changes in accounting policy has been applied retrospectively by restating each of the affected consolidated financial
statement line items for the prior periods, as follows:

Consolidated statement of financial position
as at 31 December 2018

Inventory

Property and equipment

Intangible assets

Deferred revenue

Equity

Consolidated statement of financial position
as at 1 January 2018

Inventory

Property and equipment

Intangible assets

Deferred revenue

Equity

Consolidated income statement for the year
ended 31 December 2018
Revenue
Cost of sales
Gross profit
Other operating expenses
EBITDA
Depreciation and amortisation
Interest expense
Net profit

Consolidated statement of other
comprehensive income for the year ended 31
December 2018

Income from currency translation differences
Net other comprehensive income to be
reclassified to profit or loss in subsequent
periods

Other comprehensive loss for the year, net of
tax

Total comprehensive loss for the year

As previously reported Change in accounting s restated | Note
policy
278,615 (2,385) 276,230 | (a)
1,671,917 (98,293) 1,573,624 | (b)
51,634 (163) 51,471 | (b)
62,059 286 62,345 | (a)
1,198,734 (101,127) 1,097,607 | (a),(b)
A , Change in accounting
s previously reported . As restated | Note
policy
80,110 (3,397) 76,713 | (a)
657,635 (106,296) 551,339 | (b)
5,457 (314) 5143 | (b)
73,066 423 73,489 | (a)
834,047 (110,430) 723,617 | (a),(b)
As previously reported Change in accounting s restated | Note
policy
1,282,866 129 1,282,995 | (a)
(796,191) 6,307 (789,884) | (a)
486,675 6,436 493,111 | (a)
(11,601) 376 (11,225) | (b)
220,721 6,812 227,533 | (a),(b)
(74,155) 7,706 (66,449) | (b)
(91,619) (5,276) (96,895) | (a),(b)
31,556 9,242 40,798 | (a),(b)
As previously reported Change in accounting  As restated | Note
policy
9,191 61 9,252 | (a)
8,101 61 8,162
@)
(240,404) 61 (240,343) @
(208,848) 9,303 (199,545) | (a),(b)

Change in accounting policy affected the result of change in investment entity status (note 3), as reduction of net cartying
value of infrastructure assets increased the gain on their deemed disposal. This effect arises from the different requirements
of IFRS to account for changes in accounting policy retrospectively and for change in investment entity status, on a

prospective basis.
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Summary of Significant Accounting Policies (continued)

Adoption of new or revised standards and interpretations (continued)

The following Interpretations and amendments did not have any impact on the financial statements of the Group:
IFRIC Interpretation 23 Uncertainty over Income Tax Treatment

Amendments to IFRS 9: Prepayment Features with Negative Compensation

Amendments to LAS 19: Plan Amendment, Curtailment or Settlement

Amendments to LAS 28: Long-term interests in associates and joint ventures

Standards issued but not yet effective

Up to the date of approval of the consolidated financial statements, certain new standards, interpretations and amendments
to existing standards have been published that are not yet effective for the current reporting period and which the Group
has not early adopted. Such standards that are expected to have an impact on the Group, or the impacts of which are
currently being assessed, are as follows:

Amendments to IFRS 3: Definition of a Business

Amendments 1o LAS 1 and LAS 8: Definition of Material

These amendments have no impact on the consolidated financial statements of the Group.

Annual Improvements 2015-2017 Cycle (issued in December 2017)

These improvements include:
e IFRS 3 Business Combinations
e IFRS 11 Joint Arrangements
e [AS 12 Income Taxes

Group does not expect any effect on its consolidated financial statements.
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Significant Accounting Judgements and Estimates

In the process of applying the Group’s accounting policies, the management board use their judgment and make estimates
in determining the amounts recognised in the consolidated financial statements. The most significant judgments and
estimates are as follows:

Assessment of investment entity status

Entities that meet the definition of an investment entity within IFRS 10 are required to measure their subsidiaries at FVPL
rather than consolidate them. The criteria which define an investment entity are, as follows:

¢ An entity that obtains funds from one or more investors for the purpose of providing those investors with investment
management services

¢ An entity that commits to its investors that its business purpose is to invest funds solely for returns from capital
appreciation, investment income, or both

¢ An entity that measures and evaluates the performance of substantially all of its investments on a fair value basis

The Group invests funds, originally obtained from its investors, in greenfield and/or developed businesses and bolt-on
acquisitions for its private portfolio companies, with a target to acquire businesses at low multiples as compared to their
frontier and emerging market peers, uses its robust corporate governance and strong ability to access capital and
management to help the portfolio companies institutionalize their governance and grow into mature, independent,
companies, obtains dividend inflows from its mature investments and once the businesses are developed, identifies the next
best owners for such businesses and exits the investment ideally at a higher multiple (vs entry multiple) to monetise on
capital appreciation gains.

The Group reports to its investors via quarterly investor information, and to its management, via internal management
reports, on a fair value basis. All investments are reported at fair value to the extent allowed by IFRS in the Group’s annual
reports. The Group has a clearly documented exit strategy for all of its investments.

The Board has also concluded that the Group meets the additional characteristics of an investment entity, in that it has
more than one investment; the Group’s ownership interests are predominantly in the form of equities and similar securities;
it has more than one investor and its investors ate not related parties.

Georgia Capital PLC (an investment entity on its own) holds a single investment in JSC Georgia Capital, which holds a
portfolio of investments; although JSC Georgia Capital is wholly capitalised by Georgia Capital PLC, Georgia Capital PL.C
is funded by many investors who are unrelated to the entity; and ownership in Georgia Capital PLC is represented by units
of equity interests acquired through a capital contribution. Thus the judgement above refers to both entities in aggregation.
The Board has concluded that the Group meets the definition of an investment entity. These conclusions will be reassessed
on a continuous basis, if any of these criteria or characteristics change.

Until 2019, Georgia Capital did not measure and evaluate its equity investments in portfolio companies at fair value and
therefore did not meet investment entity definition. In 2019, Georgia Capital management started to measure investments
in portfolio companies at fair value and evaluating their performance on a fair value basis, such fair values are estimated
internally and are disclosed to investors in management accounts. During 2019, management finalised a robust process for
measuring fair values of private portfolio companies and implemented rigorous controls. As a final step, on 31 December
2019, Georgia Capital finalised corporate governance oversight over valuation process and as a result, started meeting
investment entity definition on 31 December 2019.

The Group continues to consolidate GCMF LLC, which is not itself an investment entity and whose main purpose and
activities are providing securities trading services that relate to the Group’s investment activities.

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that have
a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial
year, are discussed below. The Group based its assumptions and estimates on parameters available when the financial
statements were prepared. However, existing circumstances and assumptions about future developments may change due
to market changes or circumstances arising beyond the control of the Group. Such changes are reflected in the assumptions
when they occur.
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Significant Accounting Judgements and Estimates (continued)

Fair valuation of the investment portfolio

The investment portfolio, a material asset of the Group, is held at fair value. Details of valuation methodologies used and
the associated sensitivities are disclosed in note 33 Given the importance of this area, the Board has formed a separate Audit
and Valuations Committee to review the valuations to be placed on portfolio companies, compliance with the valuation
standards and usage of appropriate judgement. Detailed valuation process is disclosed in note 33.

Determining the lease term of contracts with renewal and termination options — Group as lessee (applied up to 31 December 2019)

The Group determines the lease term as the non-cancellable term of the lease, together with any periods covered by an
option to extend the lease if it is reasonably certain to be exercised, or any periods covered by an option to terminate the
lease, if it is reasonably certain not to be exercised. The Group has the option, under some of its leases to lease the assets
for additional terms and under some of its leases to terminate the lease agreements. The Group applies judgement in
evaluating whether it is reasonably certain to exercise the option to renew or the option to terminate the lease. That is, it
considers all relevant factors that create an economic incentive for it to exercise the renewal or termination. After the
commencement date, the Group reassesses the lease term if there is a significant event or change in circumstances that is
within its control and affects its ability to exercise (or not to exercise) the option to renew or terminate (e.g., a change in
business strategy).

Measurement of fair value of investment properties (applied up to 31 December 2019)

The fair value of investment properties is determined by independent professionally qualified appraisers. Fair value is
determined using a combination of the internal capitalization method (also known as discounted future cash flow method)
and the sales comparison method.

The Group performs valuation of its investment properties with a sufficient regularity to ensure that the carrying amount
does not differ materially from that which would be determined using fair value at the end of the reporting period. Results
of this valuation are presented in note 14, while valuation inputs and techniques are presented in note 33. The Group’s
properties are specialized in nature and spread across the different parts of the country. While the secondary market in
Georgia provides adequate market information for fair value measurements for small and medium sized properties,
valuation of large and unique properties involves application of various observable and unobservable inputs to determine
adjustments to the available comparable sale prices. These estimates and assumptions are based on the best available
information, however, actual results could be different.
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Business Combinations

Acquisitions during the year ended 31 December 2019

Acquisition of Redberry

On 7% of May 2019 the Group acquired 60% share capital in digital services company, Redberry LLC.

Provisionally estimated net assets of Redberry LLC at acquisition date comprised GEL 399. Consideration comprised of

GEL 1,222. Additional GEL 7,568 capital has been injected for digital start-up development and the amount is taken into
account in NCI calculations.

The fair value of aggregate identifiable assets and liabilities of the companies as at the date of acquisition were:

Fair value recognised on acquisition

Cash and cash equivalents 134
Accounts receivable 290
Property and equipment 101
Right-of-use assets 288
Intangible assets 39
Other assets 12

864
Lease liabilities 447
Accounts payable 7
Other liabilities 11

465
Total identifiable net assets 399
Non-controlling interests 3,187
Goodwill arising on business combination 4,010
Purchase consideration 1,222

The net cash outflow on acquisition was as follows:

31 December 2019
Cash paid (1,222)
Cash acquired with the subsidiary 134
Net cash outflow (1,088)

The acquisition enables the Group to have a platform for investments in the digital business. Management considers that
the purchases will have a positive impact on the value of the Group’s business.

Since the acquisition, company has recorded total of GEL 2,690 and GEL 389 of revenue and profit, respectively. If the
combination had taken place at the beginning of the period the revenue and profit of the Group including this acquisition

only would have been GEL 1,474,378 and GEL 611,664 respectively.

The primary factor that contributed to the cost of the business combination that resulted in the recognition of goodwill on
acquisition is the assembled workforce that is expected to generate future economic benefits.

The Group elected to measure the non-controlling interest in the acquiree at the proportionate share of its interest in the
acquiree’s identifiable net assets.
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Business Combinations (continued)

Acquisitions during the year ended 31 December 2019 (continued)
Acquisition of Amboli

In June 2019, Georgia Capital acquired an 80% equity interest in Amboli LLC, car service provider.

Provisionally estimated net assets of Amboli LLC at acquisition date comprised negative GEL 708. Consideration
comprised of GEL 3,434.

The fair value of aggregate identifiable assets and liabilities of the companies as at the date of acquisition were:

Fair value recognised on acquisition

Cash and cash equivalents 102
Accounts receivable! 117
Inventories 1,436
Property and equipment 1,006
Right-of-use assets 1,104
Intangible assets 91
Prepayments 640

4,496
Borrowings 3,315
Lease liabilities 1,148
Accounts payable 721
Other liabilities 20

5,204
Total identifiable net assets (708)
Non-controlling interests (141)
Goodwill arising on business combination 4,001
Purchase consideration 2 3,434

The net cash outflow on acquisition was as follows:

31 December 2019
Cash paid (2,800)
Cash acquired with the subsidiary 102
Net cash outflow (2,698)

The Group decided to increase its presence in the auto services markets by acquiring the company. Management considers
that the purchases will have a positive impact on the value of the Group’s business.

Since the acquisition, company has recorded total of GEL 5,078 of revenue. If the combination had taken place at the
beginning of the period the revenue and profit of the Group including this acquisition only would have been GEL 1,475,711
and GEL 610,905 respectively.

The primary factor that contributed to the cost of the business combination that resulted in the recognition of goodwill on
acquisition is the positive synergy that is expected to be brought into the Group’s operations.

The Group elected to measure the non-controlling interest in the acquiree at the proportionate share of its interest in the
acquiree’s identifiable net assets.

!'The fair value of the receivables amounted to GEL 117. The gross amount of receivables is GEL 219.
2 Purchase consideration comprises of GEL 3,434, which consists of cash payment of GEL 2,800 and holdback amount with a fair value
of GEL 634.
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Business Combinations (continued)

Acquisitions during the year ended 31 December 2019 (continued)

Acquisition of private schools

In June-July 2019 Georgia Capital signed SPAs with private schools: British Georgian Academy (“BGA”) to acquire 70%
equity stake, Buckswood International School — Thilisi LLC to acquire 80% equity stake and Tbilisi Green School (“Green
School”) to acquire 80% equity stake.

Provisionally estimated net assets of education businesses at acquisition date comprised GEL 5,752 Total consideration
comprised of GEL 40,245.

The fair value of aggregate identifiable assets and liabilities of the companies as at the date of acquisition were:

Fair value recognised on acquisition

Cash and cash equivalents 5,397
Accounts receivable! 523
Inventories 197
Property and equipment 34,723
Right-of-use assets 3,268
Intangible assets 55
Prepayments 1,534
Other assets 610

46,307
Borrowings 20,934
Accounts payable 2,140
Deferred income 14,896
Other liabilities 2,585

40,555
Total identifiable net assets 5,752
Non-controlling interests 3,228
Goodwill arising on business combination 37,721
Purchase consideration 2 40,245

The net cash outflow on acquisitions was as follows:

31 December 2019
Cash paid (39,588)
Cash acquired with the subsidiary 5,397
Net cash outflow (34,191)

The acquisitions are in line with the Group’s business model combining premium, mid-level and affordable school
segments. Management considers that the purchases will have a positive impact on the value of the Group’s business.

Since the acquisition, education business has recorded total of GEL 12,083 and GEL 2,938 of revenue and profit,
respectively. If the combination had taken place at the beginning of the period the revenue and profit of the Group
including this acquisition only would have been GEL 1,485,863 and GEL 612,189 respectively.

The primary factor that contributed to the cost of the business combination that resulted in the recognition of goodwill on
acquisition is the assembled workforce, premises and experienced management that is expected to generate future economic
benefits.

The Group elected to measure the non-controlling interest in the acquirees at the proportionate shate of its interest in the
acquirees’ identifiable net assets.

1'The fair value of the receivables amounted to GEL 523. The gross amount of receivables is GEL 998.
2 Purchase consideration comprises of GEL 40,245, which consists of cash payment of GEL 39,588 and holdback amount with a fair
value of GEL 657.
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Business Combinations (continued)

Acquisitions during the year ended 31 December 2019 (continued)
Acquisition of Alaverdi

On 20 August 2019 the wine business of Georgia Capital acquired 100% equity interest in Alaverdi LTD, producer of
exquisite Georgian wines and spirits. The acquisition was carried out through locally established special purpose vehicle
(SPV). The control over Alaverdi is obtained without having direct controlling equity interest, through loan and management
agreements signed with SPV, which provide Georgia Capital with the power, exposure to variability of returns and the
ability to use the power to affect the returns of Alaverdi.

Provisionally estimated net assets of Alaverdi LTD at acquisition date comprised GEL 25,619 Total consideration
comprised of GEL 33,286.

The fair value of aggregate identifiable assets and liabilities of the companies as at the date of acquisition were:

Fair value recognised on acquisition

Cash and cash equivalents 223
Accounts receivable! 315
Inventories 7,567
Property and equipment 19,713
Prepayments 140
Other assets 1,671
29,629

Borrowings 2,910
Accounts payable 527
Other liabilities 573
4,010

Total identifiable net assets 25,619
Goodwill arising on business combination 7,667
Purchase consideration 33,286

The net cash outflow on acquisition was as follows:

31 December 2019
Cash paid (33,2806)
Cash acquired with the subsidiary 223
Net cash outflow (33,063)

Alaverdi owns vineyards and free land plot in Kakheti region, available for immediate vineyard development. The acquisition
of Alaverdi is in line with Georgia Capital's strategy to reach a vineyard base of 1,000 hectares.

Since the acquisition, Alaverdi LTD has recorded total of GEL 3,111 and GEL 809 of revenue and profit, respectively. If
the combination had taken place at the beginning of the period the revenue and profit of the Group including this acquisition
only would have been GEL 1,480,668 and GEL 611,235 respectively.

The primary factor that contributed to the cost of the business combination that resulted in the recognition of goodwill on

acquisition is the assembled workforce, premises and experienced management that is expected to generate future economic
benefits.

1'The fair value of the receivables amounted to GEL 315. The gross amount of receivables is GEL 315.
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Business Combinations (continued)

Acquisitions during the year ended 31 December 2019 (continued)

Acquisition of Hydrolea

On 29 October 2019 the renewable energy business of Georgia Capital acquired 100% equity interest in Hydrolea L'TD,
operator of three Hydro Power Plants with aggregate 21 MW installed capacity.

Provisionally estimated net assets of Hydrolea LTD at acquisition date comprised GEL 65,252. Total consideration

comprised of GEL 65,252.

The fair value of aggregate identifiable assets and liabilities of the companies as at the date of acquisition were:

Cash and cash equivalents

Amounts due from credit institutions, net
Accounts receivable!

Inventories

Property and equipment

Intangible assets

Other assets

Borrowings
Accounts payable
Other liabilities

Total identifiable net assets

Purchase consideration 2

Fair value recognised on acquisition

3,137
250
1,266
52
107,980
17
1,129

113,831

47,882
316
381

48,579

65,252

65,252

The net cash outflow on acquisition was as follows:

Cash paid
Cash acquired with the subsidiary

Net cash outflow

31 December 2019

(59,600)
3,137

(56,463)

Since the acquisition, Hydrolea LTD has recorded total of GEL 1,394 and GEL 1,372 of revenue and profit, respectively.
If the combination had taken place at the beginning of the period the revenue and profit of the Group including this
acquisition only would have been GEL 1,481,579 and GEL 607,566 respectively.

I 'The fair value of the receivables amounted to GEL 1,266. The gross amount of receivables is GEL 1,266.
2 Purchase consideration comprises of GEL 65,262, which consists of cash payment of GEL 59,600 and holdback amount with a fair

value of GEL 5,652.
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Business Combinations (continued)

Acquisitions during the year ended 31 December 2019 (continued)
Acquisition of Litera

On 4 December 2019 the Hospitality and Commercial Real Estate business of Georgia Capital acquired 50% share of JSC
Litera. JSC Litera was established in December 2019 and operates in food and beverage business. The control over Litera
is obtained without having more than 50% equity interest, through shareholder agreement signed with minority shareholder.

Provisionally estimated net assets of JSC Litera at acquisition date comprised GEL 175. Total consideration comprised of
GEL 1,295 cash payment, which has been fully paid as at reporting date. Concurrently with the acquisition, the Group made
injection to share capital of JSC Litera in the amount of USD 415 (GEL 1,190) without changing the Group’s ownership
percentage. The cash injection was deemed to be linked to the acquisition transaction and contributed to the estimation of
acquisition-date non-controlling interest.

The fair value of aggregate identifiable assets and liabilities of the companies as at the date of acquisition were:

Fair value recognised on acquisition

Cash and cash equivalents -

Property and equipment 175

175
Other liabilities -
Total identifiable net assets 175
Non-controlling interests 702
Goodwill arising on business combination 1,822
Purchase consideration 1,295

The net cash outflow on acquisition was as follows:

31 December 2019
Cash paid (1,295)
Cash acquired with the subsidiary -
Net cash outflow (1,295)

Since the acquisition, JSC Litera has recorded immaterial revenue. If the combination had taken place at the beginning of
the period, the Group’s revenue and profits would not have been materially different.

The primary factor that contributed to the cost of the business combination that resulted in the recognition of goodwill on
acquisition is the assembled workforce, premises and experienced management that is expected to generate future economic

benefits.

The Group elected to measure the non-controlling interest in the acquirees at the proportionate shate of its interest in the
acquirees’ identifiable net assets.
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Business Combinations (continued)

Acquisitions during the year ended 31 December 2019 (continued)
Acquisition of Qartli Wind Farm

On 30 December 2019 the renewable energy business of Georgia Capital acquired 100% equity interest in Qartli Wind
Farm LLC.

Provisionally estimated net assets of Qartli Wind Farm LLC at acquisition date comprised GEL 41,322. Total consideration
comprised of GEL 41,322,

The fair value of aggregate identifiable assets and liabilities of the companies as at the date of acquisition were:

Fair value recognised on acquisition

Cash and cash equivalents 9,772
Amounts due from credit institutions, net 6,337
Accounts receivable! 1,271
Property and equipment 74,578
Other assets 306

92,264
Borrowings 50,312
Accounts Payable 630

50,942
Total identifiable net assets 41,322
Purchase consideration 41,322

The net cash outflow on acquisition was as follows:

31 December 2019
Cash paid (41,322)
Cash acquired with the subsidiary 9,772
Net cash outflow (31,550)

Since the acquisition, Qartli Wind Farm LLC has not recorded any revenue or profit. If the combination had taken place at
the beginning of the period the revenue and profit of the Group including this acquisition only would have been GEL
1,489,944 and GEL 613,846 tespectively.

1 'The fair value of the receivables amounted to GEL 1,271. The gross amount of receivables is GEL 1,271.
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Segment Information

At 31 December 2019 three new segments were added to the Group’s reportable segments: Education, Auto Service and
Digital Service.

For management purposes, the Group is organised into the following operating segments based on the industries as follows:

Healthcare - Georgia Healthcare Group - principally providing wide-scale healthcare, health insurance and
pharmaceutical services to clients and insured individuals;
Housing Develgpment - Principally developing, constructing and selling residential apartments and providing land
development services to third parties;
Hospitality and Commercial - Developing and leasing rent-earning commercial assets and developing hotels across Georgia;

Water Utility - Principally supplying water and providing a wastewater service;
Renewable Energy - Principally developing renewable energy power plants and supplying electricity;
P&C Insurance - Principally providing wide-scale property and casualty insurance services to corporate and
individual clients;
Beverage - Principally producing and distributing wine, beer and soft beverages;
Education - Principally providing education for learners from Preschool to 12 grade (K-12);
Auto Services - Principally providing auto and technical inspection services to corporate and individual clients;
Digital - Principally providing tech-based marketing solutions to large Geotgian corporate and government
agencies;
Other - Comprises of eatly stage business and feasibility costs incurred in pipeline projects;
Corporate Centre - Comprising of JSC Georgia Capital

Management monitors the operating results of its segments separately for the purposes of making decisions about resource
allocation and performance assessment.

Transactions between segments are accounted for at actual transaction prices.

No revenue from transactions with a single external customer or counterparty amounted to 10% or more of the Group’s total
revenue for the year ended 31 December 2019 and 2018.

As at 31 December 2019 and the for the periods following the change in investment entity status (refer to note 3) the
management of Georgia Capital will no longer monitor and use consolidated financial information going forward and will
solely focus on fair value information for performance evaluation and decision-making. In line with updated management
view the change also applied to the presentation of segment information as at 31 December 2019 and 2018, as outlined in
the tables below:
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Segment Information (continued)

The following tables present income statement and certain asset and liability information regarding the Group’s operating segments as at and for the year ended 31 December 2019:

Revenue

Cost of sales

Gross profit

Operating expenses and impairment
EBITDA

Dividend income
Interest income
Interest expense
Gain from change in investment entity status
Profit / (loss) for the year
Assets and liabilities
Cash and cash equivalents
Amounts due from credit institutions
Debt investment securities
Equity investments at fair value
Total assets
Borrowings
Debt securities issued
Total liabilities
Net Asset Value

Healthcare Water Housing P&C Renewable  Hospitality  Beverage Auto Digital  Education Other  Corporate Inter-
Utdility  development  insurance energy and Services Center Business Group
Commercial Eliminations / Total
Consolidations
976,329 168,457 117,741 64,031 16,171 37,588 125,092 19,610 2,700 12,125 - 521 (67,528) 1,473,437
(650,191) (41,868) (101,946) (31,311) (108) (7,027) (80,349 9,799 (2,142 (680) - - 42,997 (883,024)
326,138 126,589 15,795 33,320 16,063 29,961 44,743 9,811 558 11,445 - 521 (24,531) 590,413
(150,955) (31,739) (19,260) (17,589) (2,974) (5,2106) (42,315) (7,417) (3906) (7,593)  (2,107) (25,772 1,803 (311,440)
175,183 94,850 (3,465) 15,731 13,089 24,745 2,428 2,394 162 3,852 (2,107) (25,251) (22,638) 278,973
- - - - - - - - - - - 122,221 (97,268) 24,953
1,628 1,981 280 7,640 277 557 13 24 304 33 - 39,030 (21,109) 30,658
(48,034 (26,0406) (7,966) (208) (7,872) (7,929) (12,869) (5,454) (18) (490) - (55,071) 21,587 (150,370)
- - - - - - - - - - - 588,828 - 588,828
61,550 35,470 (16,796) 18,280 3,629 15,822 (30,683) (6,729) 389 2,730 (2,112) 655,463 (125,508) 611,505
- - - - - - - - - - - 117,215 - 117,215
- - - - - - - - - - - 62,493 - 62,493
430,079 483,970 43,853 164,923 106,800 245,558 87,120 25,757 8,790 56,316 564 597,735 - 2,251,465
430,079 483,970 43,853 164,923 106,800 245,558 87,120 25,757 8,790 56,316 564 938,109 - 2,591,839
- - - - - - - - - - - 825,952 - 825,952
- - - - - - - - - - - 833,642 - 833,642
430,079 483,970 43,853 164,923 106,800 245,558 87,120 25,757 8,790 56,316 564 104,467 - 1,758,197
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Segment Information (continued)

The following tables present income statement and certain asset and liability information regarding the Group’s operating segments as at and for the year ended 31 December 2018:

Revenue

Cost of sales

Gross profit

Operating expenses and impairment

EBITDA
Dividend income
Interest income
Interest expense
Profit / (loss) for the year
Assets and liabilities
Cash and cash equivalents
Amounts due from credit institutions
Debt investment securities
Equity investments at fair value
Total assets
Borrowings
Debt securities issued
Total liabilities
Total equity attributable to shareholders of
the Group

Healthcare Water Housing P&C Renewable  Hospitality and  Beverage Other Corporate Inter-
Utility development  insurance energy Commercial Center Business Group
Eliminations / Total
Consolidations
861,337 149,128 137,901 59,271 - 38,461 76,499 - - (39,602) 1,282,995
(574,866) (36,920) (111,004) (25,748) - (4,085) (46,980) - - 9,719 (789,884)
286,471 112,208 26,897 33,523 - 34,376 29,519 - - (29,883) 493,111
(154,448) (29,051) (11,583) (15,453) (789) (2,841) (35,734 (1,395) (15,223) 939 (265,578)
132,023 83,157 15,314 18,070 (789) 31,535 (6,215) (1,395) (15,223) (28,944) 227,533
- - - - - - - - 72,504 (48,629) 23,875
1,139 568 320 3,539 149 197 132 - 39,549 (22,356) 23,237
(39,314) (14,248) (6,749) - - (2,815) (7,263) (42) (44,711) 18,247 (96,895)
53,235 40,700 1,307 17,082 (816) 26,395 (28,916) (1,326) 17,342 (84,205) 40,798
36,154 13,713 8,830 11,104 8,388 26,275 9,953 229 138,703 - 253,349
11,808 936 1,633 23,456 - 2,341 125 - - - 40,299
1,285 - - 4,408 - - - - 92,974 (26,843) 71,824
- - 512 - - 45 - - 457,495 (557) 457,495
1,239,104 548,518 247,352 145,866 169,304 294,834 205,277 48,654 1,020,017 (301,593) 3,617,333
296,817 290,266 59,312 - 70,711 113,933 118,147 38,095 - (222,9206) 764,355
93,573 29,980 67,697 - - 19,609 - - 732,519 (26,977) 916,401
665,490 376,488 183,238 89,632 75,144 134,994 149,107 42,721 734,843 (260,936) 2,190,721
295,689 172,030 64,114 56,234 61,181 149,079 44,082 5,933 285,174 (35,909) 1,097,607
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Cash and Cash Equivalents

31 December 31 December
2019 2018
Cash on hand - 2,577
Current accounts with financial institutions 114,698 223,960
Time deposits with financial institutions with maturities of up to 90 days 2,518 26,813
Cash and cash equivalents, Gross 117,216 253,350
Allowance (Note 29) ) 1
Cash and cash equivalents, Net 117,215 253,349
Amounts Due from Credit Institutions
31 December 31 December
2019 2018
Time deposits with maturities of more than 90 days - 35,924
Deposits pledged as security for open commitments - 4,375
Amounts due from credit institutions, Gross - 40,299
Allowance (Note 29) - -
Amounts due from credit institutions, Net - 40,299
Marketable Securities
31 December 31 December
2019 2018
Internationally listed marketable securities 38,775 67,933
Locally listed marketable securities 23718 3,891
Marketable securities 62,493 71,824

As at 31 December 2019 Marketable securities consist of internationally and locally listed debt financial instruments GEL 58,339

(2018: GEL 71,824) and equity financial instruments GEL 4,154 (2018: nil).

Loans Issued

31 December 31 December
2019 2018
Loans to subsidiaties (FVPL) 117,506 -
31 party loans (FVPL) - 1,038
31 party loans (amortized cost) 34,412 149,676
Loans issued 151,918 150,714
Allowance (Note 29) (34 (414)
Loans issued, Net 151,884 150,300

As at 31 December 2019, Loans to subsidiaries are denominated in GEL and USD, carry interest rates from 9% to 12%, with

average remaining terms of maturity of 2 years.

As at 31 December 2019, 3t party loans are denominated USD (2018: USD), carty interest rate of 9% (2018: from 9% to 15%),

with average remaining terms of maturity of 3 months (2018: 6 years).
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Equity Investments at Fair Value

Equity investments at fair value
Of which Iisted investments
GHG
BOG
Of which private investments:
Late stage
Water utility
Housing Development
P&C insurance
Early Stage
Renewable energy
Hospitality & Commercial RE
Beverages
Pipeline
Education
Auto service
Digital services
Other

Total equity investments at fair value
-Of which equity investments at FVOCI
-Of which equity investments at FVPL

31 December 2019

2,251,465
1,027,814
430,079
597,735
1,223,651
692,746
483,970
43,853
164,923
439,478
106,800
245,558
87,120
91,427
56,316
25,757
8,790
564

2,251,465
597,735
1,653,730

Equity investments at fair value include equity instruments designated at fair value through OCI GEL 597,737 as at 31
December 2019 (2018: GEL 457,495), representing 19.9% interest of Bank of Georgia Group PLC. This investment was
irrevocably designated at fair value through OCI as the Group considers this investment to be strategic in nature, in addition,
the Group does not hold the shares for the purpose of short-term capital appreciation. In 2019 the Group recognized
dividend income in the amount of GEL 24,953 from this investment (2018: 23,875). Refer to Note 33 for details on fair

value measurements of equity investments.

Accounts Receivable

Healthcare services

Water supply services

Sales of pharmaceuticals
Beverage sales

Connection services

Electric power sales
Installation of water meters
Other receivables

Accounts receivable, Gross

Allowance (Note 29)
Accounts receivable, Net

31 December 31 December
2019 2018

- 115,150
. 23,965
. 21,024
: 18,235
. 4317
. 700
. 94
1,176 8,456

1,176 191,941
~ (21,713)

1,176 170,228

Accounts receivable balance includes contract assets from sales to customers GEL 2,586 as at 31 December 2018. For more

details, please refer to note 27.
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Inventories
31 December 31 December
2019 2018
Healthcare and pharma inventory - 146,164
Real estate inventory - 96,979
Other inventory - 33,087
Inventory - 276,230

The Group performed inventory net realisable value test and charged impairment in the amount of GEL nil as at 31

December 2019 (2018: GEL 179).

Investment Properties

31 December
31 December 2019 2018

At1January 151,232 159,989
Additions* 13,430 27,626
Disposals (860) (2,461)
Net gains from revaluation of investment property 8,265 6,895
Transfers from / (to) property and equipment and other assets** 723 (48,971)
Currency translation differences 11,954 8,154
Change in investment entity status (184,744) -
At 31 December - 151,232

* Non-cash additions comprised GEL nil as at 31 December 2019 (2018: 1,145)

** Comprised of GEL 8,635 transfer from property ands equipment (2018: transfers to property and equipment GEL 8,930), GEL 7,912 transfer

to other assets - inventories (2018: GEL 40,041).

Investment properties are stated at fair value except for those investment properties under construction for which fair value
is not reliably measurable (with carrying value of nil as at 31 December 2019 (2018: 43,676). Fair value represents the price
that would be received in exchange for an asset in an arm’s length transaction between market participants at the
measurement date. As at 31 October 2019 the valuation of the properties has been performed by accredited independent
valuers. Refer to Note 33 for details on fair value measurements of investment properties as at 31 December 2018.

The Group pledges some of its investment property as collateral for its borrowings. The carrying amount of investment

property pledged as at 31 December 2018 was GEL 1,132.
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15. Property and Equipment

The movements in property and equipment during the year ended 31 December 2019 were as follows:

Office Hotels Hospitals Assets under Infrastructure Factory and Computers Other Total
buildings & clinics construction Assets equipment &
equipment

Cost

31 December 2018 (restated)* 195,653 24,360 433,159 248,941 430,267 101,116 278,838 114,639 1,826,973
Transfer to right-of-use assets at adoption of IFRS 16 (Note 3) - - (8,799) - - - - - (8,799)

1 January 2019 195,653 24,360 424,360 248,941 430,267 101,116 278,838 114,639 1,818,174
Additions 20,856 439 4,943 182,006 56,259 7,239 23,983 33,304 329,029
Business combinations, Note 5 37,001 - - 522 182,558 - 3,673 14,522 238,276
Disposals (8,064) - - (297) - (66) (985) (3,368) (13,380)
Transfers 35,237 - - (250,180) 210,341 (71) (762) 5,435 -
Transfers (to) / from investment properties (12,700) - - 3,761 - - - 304 (8,635)
Transfers to from other assets* 5,041 - - - - - - - 5,041
Write off** - - - - (39,011) - - - (39,011)
Revaluation 3,474 - - - - - - - 3,474
Currency translation differences 502 2,763 - 4,106 15,617 - 232 923 24,143
Change in investment entity status (276,400) (27,562) (429,303) (188,859) (856,031) (108,218) (304,448) (165,473) (2,356,294)

At 31 December 2019 - - - - - - 531 286 817

Accumulated impairment

31 December 2018 (restated)* 105 - “ 1,766 104,530 - 23 ™) 106,413
Disposals - - - - - - - 5 5
Currency translation differences - - - - 3 - 1 - 4
Change in investment entity status (105) - 4 (1,766) (104,533) - (24 2 (106,422)

At 31 December 2019 - - - - - - - - -

Accumulated depreciation

31 December 2018 (restated)* 6,463 162 10,753 - 36,036 10,805 60,125 22,592 146,936
Depreciation charge 2,297 217 2,377 - 23,353 8,850 28,544 14,007 79,045
Currency translation differences 26 87 - - 1,218 868 123 12 2,334
Transfers - - - - - - (18) 18 -
Write off** - - - - (1,653) - - - (1,653)
Disposals (292 - - - (525) (105) (826) (2,109) (3,857)
Change in investment entity status (8,494) (4606) (13,130) - (58,429) (20,418) (87,792 (34,439 (223,168)

At 31 December 2019 - - - - - - 156 81 237

Net book value:

31 December 2018 (restated)* 189,085 24,198 422,410 247,175 289,701 90,311 218,690 92,054 1,573,624

At 31 December 2019 - - - - - - 375 205 580

*Comprised GEL 4,693 transfer from inventory and GEL 8,451 transfer to right-of-use assets.
**In July 2019 a mudflow in Mestia in the Valley of Mestiachala caused damage to Mestiachala 1 and 2 Hydro Power Plants and the surrounding infrastructure. Mestiachala HPPs are owned by the Group’s Renewable Energy
segment, operated by Georgian Renewable Power Company, LLC. As a result the NBV of damaged infrastructure assets written off was GEL 37,358. Respective non-recurring expense of GEL 37,357 was recognized in the
Group’s 2019 financial statements. The expense amount was offset with the income recognized as a result of reimbursement of damage from a reinsurance contract concluded by JSC Aldagi (Group’s P&C segment) in the

amount of GEL 36,707.
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15. Property and Equipment (continued)

The movements in property and equipment during the year ended 31 December 2018 were as follows:

F-134

Office Hotels Hospitals Assets under Infrastructure Factory and Computers Other Total
buildings & Clinics construction Assets equipment &
equipment

Cost

1 January 2018 (restated)* 136,784 - - 142,801 275,669 91,023 13,949 41,614 701,840
Additions 10,213 2,991 22,209 274,101 12,582 5,726 62,174 20,659 410,655
Business combinations 6,639 - - - - 15,303 5,632 4,042 31,616
Disposals (833) - - - 297 (70) (297) (382) (1,285)
Transfers 19,107 - (6,624) (153,275) 141,719 (10,866) (1,170) 11,109 -
Transfers (to) / from investment properties 8,572 19,837 - (19,840) - - - - 8,569
Transfers from inventory 223 - - 228 - - 172 - 623
Transfer to assets of disposal group held for sale 14,939 - 417,574 325 - - 198,315 37,297 668,450
Currency translation differences 9 1,532 - 4,601 - - 63 300 6,505

31 December 2018 (restated)* 195,653 24,360 433,159 248,941 430,267 101,116 278,838 114,639 1,826,973

Accumulated impairment

31 December 2017 390 - - - - - 23 1 414

Effect of change in accounting policy (Note 3, (b))* - - - 3,849 102,447 - - - 106,296

1 January 2018 (restated)* 390 - - 3,849 102,447 - 23 1 106,710
Reversal (15) - - - - - - - (15)
Disposals - - - - - - - (©)] 8)
Transfers - - - (2,083) 2,083 - - - -
Transfer from assets of disposal group held for sale - - 4 - - - - - 4
Transfers to investment properties 271) - - - - - - - (271)
Currency translation differences 1 - - - - - - - 1

31 December 2018 (restated)* 105 - (&) 1,766 104,530 - 23 ) 106,413

Accumulated depreciation -

1 January 2018 (restated)* 5,249 - - - 23,084 3,887 6,314 5,257 43,791
Depreciation charge 1,460 162 5,192 - 12,883 7,490 23,674 10,684 61,545
Currency translation differences (229) - - - 1 47 191 29 37
Transfers (70) - - - ©) (613) 352 336 -
Transfer's to investment 90) ) ) ) ) ) ) ) (90)
properties
Transfer from assets of disposal group held for sale 327 - 5,561 - - - 29,771 6,316 41,975
Disposals (184) - - - 75 (6) 177) (30) (322)

31 December 2018 (restated)* 6,463 162 10,753 - 36,036 10,805 60,125 22,592 146,936

Net book value:

1 January 2018 (restated)* 131,145 - - 138,952 150,138 87,136 7,612 36,356 551,339

31 December 2018 (restated)* 189,085 24,198 422,410 247,175 289,701 90,311 218,690 92,054 1,573,624

*Certain amounts do not correspond to the 2018 consolidated financial statements as they reflect the adjustments made for changes in accounting policy described in Note 3 ((b) infrastructure assets).
The Group pledges its property as collateral for its borrowings. The carrying amount of the pledged property as at 31 December 2019 was nil (31 December 2018: GEL 662,034).
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Leases

Group as a lessee

The Group has lease contracts for various items of land, building, vehicles and other equipment used in its operations. The
Group’s obligations under its leases are secured by the lessor’s title to the leased assets. Generally, the Group is restricted
from assigning and subleasing the leased assets. Some lease contracts include extension and termination options and variable
lease payments, which are further discussed below. The Group also has certain leases of machinery with lease terms of 12
months or less and leases of office equipment with low value. The Group applies the ‘short-term lease’ and ‘lease of low-
value assets’ recognition exemptions for these leases.

Set out below are the carrying amounts of right-of-use assets recognised and the movements during the period

G Land Buildings Vehicles Other Total
ross Balance .

equipment
At 1 January 2019 2,687 90,188 178 - 93,053
Additions 1,325 25,402 163 - 26,890
Business combination (Note 5) 348 4,245 57 10 4,660
Disposals - (2,218) - - (2,218)
Transfers from (to) PPE (348) - - - (348)
Currency translation differences 38 186 - - 224
Change in investment entity status (4,050) (117,206) (57) (10) (121,323)
At 31 December 2019 - 597 341 - 938
Accumulated Depreciation
At 1 January 2019 - - - - -
Additions 314 22,552 98 1 22,965
Disposals - (783) - - (783)
Currency translation differences - 13 - - 13
Change in investment entity status (314) (21,517) ) 1 (21,837)
At 31 December 2019 - 265 93 - 358
Net Book Value:
Balance at 1 January 2019 2,687 90,188 178 - 93,053
Balance at 31 December 2019 - 332 248 - 580

Set out below are the carrying amounts of lease liabilities and the movements during the period:

2019
At 1 January 2019 83,993
Additions 34,989
Business combination (Note 5) 1,595
Interest expense on lease liabilities 6,665
Payments of principal portion of lease liabilities (21,087)
Payments of interest portion of lease liabilities (6,665)
Foreign exchange rate movements 4,209
Change in investment entity status (103,069)
At 31 December 2019 630

Right-of-use assets and lease liabilities are included in other assets and other liabilities respectively in the Consolidated
Statement of Financial Position. For the breakdown of other assets and liabilities refer to note 18.

The following are the amounts recognised in profit or loss:

2019
Depreciation expense of right-of-use assets (22,182)
Interest expense on lease liabilities (6,665)
Expense relating to short-term leases (included in administrative expenses) (534)
Expense relating to leases of low-value assets (included in administrative expenses) (130)
Variable lease payments (included in administrative expenses) (4,427)
Total amount recognised in profit or loss (33,938)

Total lease payments including low-value and short-term leases during the year was GEL 32,842.
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Leases (continued)
Group as a lessor
The Group has entered into operating leases of certain investment properties. Rental income recognised by the Group

during the year is GEL 8,903 (2018: GEL 5,467). Future minimum rentals receivable under non-cancellable operating leases
as at 31 December are as follows:

31 December 2018
Not later than 1 year 5,243
Later than 1 year but not later than 5 years 11,531
Later than 5 years 9,090
Total 25,864

Most of the Group’s leases as at 31 December 2018 were priced in USD and had lease term varying from 3 moths to 10
years (average term: 4 years).

Goodwill and Intangible Assets

Movements in goodwill during the years ended 31 December 2019 and 31 December 2018, were as follows:

31 December 31 December
2019 2018

Cost
1 January 146,787 26,627
Business combinations 55,221 5,362
Transfer from/ (to) assets of disposal group held for sale - 114,798
Currency translation differences (35) -
Change in investment entity status (201,973) -
At 31 December - 146,787
Accumulated impairment
1 January 4,692 4,692
Change in investment entity status (4,692) -
At 31 December - 4,692
Net book value:
1 January 142,095 21,935
At 31 December - 142,095

Impairment test for goodwill as at 31 December 2018

Goodwill acquired through business combinations have been allocated to five individual cash-generating units, for
impairment testing: Property & Casualty Insurance, Beverage, Pharmacy, Healthcare and Health Insurance.

The carrying amount of goodwill allocated to each of the cash generating units (“CGU”) is as follows:

31 December 2018
P&C Insurance 15,454
Beverage 11,843
Pharmacy 77,755
Healthcare 33,581
Health Insurance 3,462
Total 142,095
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Goodwill and Intangible Assets (continued)

Impairment test for goodwill (continued)

The recoverable amount of the healthcare services operating segment exceeds its carrying amount by GEILL253,595 using

the discount rate of 12.7%. The discount rate that brings value in use of healthcare services segment equal to its carrying
value is 15.21%.

Key assumptions used in value in use calculations

The recoverable amounts of the CGUs have been determined based on a value-in-use calculation, using cash flow
projections based on financial budgets approved by senior management covering from a one to three-year period. Discount
rates were not adjusted for either a constant or a declining growth rate beyond the three-year periods covered in financial
budgets. For the purposes of the impairment test, a 3% permanent growth rate has been assumed when assessing the future
operating cash flows of the CGU.

The following rates were used by the Group for P&C Insurance, Beverage, Pharmacy, Healthcare and Health Insurance:

P&C Health
Insurance Beverage Pharmacy Healthcare Insurance
2018, % 2018, % 2018, % 2018, % 2018, %
Discount rate 15.6% 15.3% 14.4% 12.7% 14.3%

Discount rates

Discount rates reflect management’s estimate of return required in each business. This is the benchmark used by
management to assess operating performance and to evaluate future investment proposals. Discount rates are calculated by
using pre-tax weighted average cost of capital (“WACC”).

For the Healthcare CGU, the following additional assumptions were made over the first three-year period of the business
plan:

. Further synergies from healthcare businesses will increase cost efficiency and further improve operating leverage;
. Growth of other healthcare business lines through an increased market demand and economic growth.

Management believes that reasonable possible changes to key assumptions used to determine the recoverable amount for
each CGU will not result in an impairment of goodwill. The excess of value in use over carrying value is determined by
reference to the net book value as at 31 December 2018. Possible change was taken as +/-1% in discount rate and growth
rate.

Increase in intangible assets during 2018 is mostly attributable to reclassifications from assets held for sale and acquisitions
of intangible assets presented in the consolidated statement of cash flows.
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Other assets comprise:

31 December 31 December
2019 2018
Pension fund assets - 18,796
Reinsurance assets - 18,240
Operating tax assets - 38,028
Call option - 16,969
Investments in associates - 3,124
Operating lease receivable - 742
Other derivative financial assets 1,918 661
Right-of-use assets* 580 -
Other 4,022 4,602
Other assets 6,520 101,162
Other liabilities comprise:
31 December 31 December
2019 2018
Other taxes payable - 22,701
Accruals 1,851 55,623
Amounts payable for share acquisitions** 1,355 92,126
Other insurance liabilities - 19,707
Pension fund liabilities - 18,932
Lease liabilities* 630 8,746
Dividends payable to non-controlling shareholders - 991
Derivative financial liabilities - 715
Provisions - 525
Other 2,570 15,114
Other liabilities 6,406 235,180
*For Right-of-use assets and 1 ease liabilities movement refer to note 16.
**2018 amonnt payable for share acquisitions comprise payables for bealthcare and wine business acquisitions.
Taxation
The corporate income tax (expense) credit comprises:
2019 2018 (restated)*
Current income tax expense (4,548) (3,924)
Defetred income tax (expense)/credit (85) 318
Income tax (expense) (4,633) (3,606)

Deferred income tax credit (expense) in other comprehensive
income (loss)

The income tax rate applicable to most of the Group’s income is the income tax rate applicable to subsidiaries” income
which is 15% 2019 (2018: 15%).
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Taxation (continued)

The effective income tax rate differs from the statutory income tax rates. As at 31 December 2019 and 31 December 2018
a reconciliation of the income tax expense based on statutory rates with the actual expense is as follows:

2019 2018 (restated)*

Profit before income tax expense* 616,138 44,404
Average tax rate 15% 15%
Theoretical income tax expense at average tax rate (92,421) (6,661)
Non-taxable income 88,225 3,142
Correction of prior year declarations (376) 19)
Unrecognised deferred tax asset (61) (68)
Income tax (expense) benefit (4,633) (3,606)

Applicable taxes in Georgia include corporate income tax (profit tax), individuals’ withholding taxes, property tax and value
added tax, among others. Management believes that the Group is in substantial compliance with the tax laws affecting its
operations. However, the risk remains that relevant authorities could take differing positions with regard to interpretative
issues.

As at 31 December 2018 income tax assets and liabilities consist of the following:

31 December
2018
Current income tax assets 1,078
Deferred income tax assets 1,327
Income tax assets 2,405
Cutrent income tax liabilities 1,119
Income tax liabilities 1,119
Deferred tax assets and liabilities as at 31 December 2018 are as follows:
31 December
2018
Tax effect of deductible
temporary differences:
Tax credits carried forward 21,048
Insurance premiums receivables 688
Other assets and liabilities 639
Deferred tax assets 22,375
Investments in subsidiaries 21,048
Deferred tax liabilities 21,048
Net deferred tax asset recognized in consolidated statement of financial position 1,327
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20. Insurance Contract Liabilities and Reinsurance Assets

Some long-term borrowings from international credit institutions are received upon certain conditions (the “Lender Covenants”).
At 31 December 2018 the Group complied with all the Lender Covenants of the borrowings from international credit institutions.

As at 31 December 2018, borrowings from local financial institutions are denominated in GEL, EUR and USD, catry interest
rates from 5% to 12%, with average remaining terms of maturity of 4 years.

As at 31 December 2018, borrowings from international financial institutions are denominated in GEL, EUR and USD, catry
interest rates from 1.63% to 12.25%, with average remaining terms of maturity of 8 yeats.

As at 31 December 2018, other borrowings are denominated in GEL and EUR, carry interest rated from 12% to 13%, with
average remaining terms of maturity of 3 months.

During 2018 total amount of interest paid comprised GEL 96,312.

Material non-cash transactions
In 2019 year the Group incurred borrowings costs with total amount GEL 10,260 (2018: GEL 24,816) of which GEL nil
(2018: GEL 6,018) has been capitalized as a part of investment property, GEL 4,261 (2018: GEL 3,153) was capitalized as

a part of inventory property, GEL 5,678 (2018: GEL 15,450) was capitalized as part of property and equipment and GEL
321 (2018: GEL 195) was capitalized as part of intangible assets.
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2019 2018
Insurance Insurance
contract Reinsurance contract Reinsurance
liabilities assets Net liabilities assets Net
2019 2019 2019 2018 2018 2018
At 1 January 68,207 (18,240) 49,967 46,403 (20,671) 25,732
Premiums written during the year 159,857 (22,517) 137,340 135,595 (29,252) 106,343
Premiums earned during the year (156,674) 24,792 (131,882) (133,965) 27,235 (106,730)
Claims incurred during the year 85,218 (8,220) 76,992 65,728 (7,195) 58,533
Claims paid during the year (84,963) 10,347 (74,6106) (66,507) 11,643 (54,864)
Transfer from assets and liabilities of
disposal group held for sale - - - 20,953 - 20,953
Change in investment entity status (71,645) 13,844 (57,801) - - -
At 31 December - - - 68,207 (18,240) 49,967
21. Borrowings
Borrowings comprise:
31 December 31 December
2019 2018
Borrowings from local financial institutions - 306,340
Borrowings from international financial institutions - 451,984
Other borrowings - 6,031
Borrowings - 764,355
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21. Borrowings (continued)

Changes in liabilities arising from financing activities

Carrying amount at 1 January 2018
Foreign currency translation

Cash proceeds

Cash repayments

Transfer from/to liabilities of disposal group held for sale
Acquisition of subsidiaries

Other

Carrying amount at 31 December 2018
IFRS 16 transition effect

Foreign currency translation

Cash proceeds

Cash repayments

Acquisition of subsidiaries (Note 5)

Other*

Change in investment entity status (Note 3)
Carrying amount at 31 December 2019

Borrowings Debt Lease

securities liabilities
650,734 77,835 -
(7,335) 63,497 -
247,574 747,184 -
(393,981) (80,747) -
267,010 93,493 -
14,560 - -
(14,207) 15,139 -
764,355 916,401 -
- - 83,993
37,151 56,649 4,209
660,400 247,053 -
(416,682) (106,713) (21,087)
125,353 - 1,595
(7,483) (144) 34,989
(1,163,094) (287,294) (103,069)
- 825,952 630

*Other movement for lease liabilities represents amounts recognized at conclusion of the new lease contracts during the

year.

22. Debt Securities Issued

Debt securities issued comprise:

USD denominated Eurobonds issued by Georgia Capital
USD denominated local bonds issued by m2

GEL denominated local bonds issued by GHG

GEL denominated local bonds issued by GGU

Debt securities issued

31 December 31 December
2019 2018
825,952 732,519
- 85,663
- 84,858
- 13,361
825,952 916,401

In March 2018 JSC Georgia Capital issued a USD 300 million (GEL 734 million) 6.125% notes due in March 2024
denominated in US Dollars which were admitted to the official list of the Irish Stock Exchange and to trading on the Global
Exchange Market (the "Notes"). Notes wete sold at the price of 98.770% of par value at the initial offering.

23. Deferred Income

Advances received for connection services
Advances received for sale of apartments
Advances received for sale of pharmaceuticals
Other

Deferred income

F-141

31 December
2019

31 December
2018

27,249
19,846

4867
10,383

62,345

61



24.

25.

JSC Georgia Capital and Subsidiaries Notes to Consolidated Financial Statements

(Thonsands of Georgian Lari)

Accounts Payable

31 December 2019 31 December 2018
Trade payables - 139,879
Other payables 1,284 3,235
1,284 143,114

As at 31 December 2018, most of trade payables represent amounts due to suppliers in healthcare, water utility, housing
development, commercial and beverage segments. Trade payables are usually short-term, denominated mostly in GEL
and USD and do not carry interest.

Commitments and Contingencies
Legal

In the ordinary course of business, the Group and its subsidiaries are subject to legal actions and complaints. Management
believes that the ultimate liability, if any, arising from such actions or complaints will not have a material adverse effect on
the financial condition or the results of future operations of the Group.

Commitments and contingencies

As at 31 December 2018 the Group’s commitments and contingencies comprised the following:

31 December 2018

Operating lease commitments
Not later than 1 year 23,383
Later than 1 year but not later than 5 years 75,147
Later than 5 years 31,410

129,940
Capital expenditure commitments 10,341
Total Commitments 140,281

As at 31 December 2018 capital expenditure commitments represent the commitment for purchase of property and
capital repairs GEL 9,624 and software and other intangible assets GEL 717.
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Equity

Share capital

As at 31 December 2019 issued share capital comprised 12,399,944 authorised common shares (31 December 2018:
11,526,000), of which 12,399,944 were fully paid (2018: 11,526,000). Each share has a nominal value of one Georgian Lari.
Shares issued and outstanding as at 31 December 2019 are described below:

Number

of shares

Ordinary Amount
1 January 2018 10,000,000 10,000
Issue of share capital 1,526,000 1,526
31 December 2018 11,526,000 11,526
Issue of share capital 1,252,680 1,253
Capital reduction (378,7306) (379)
31 December 2019 12,399,944 12,400

Issue of Share Capital

On 28 June 2019 and 18 December 2019 JSC GCAP issued 226,756 and 1,025,924 shares in the amount of GEL 26,900
and GEL 112,856 respectively. First share issuance is related to settlement of payable arising from transfer of treasury shares
from 100% shareholder of JSC GCAP to Company’s executive management compensation trust.

On 18 December 2019 GCAP PLC, 100% shareholder of JSC GCAP, contributed 17,892,911 existing GHG shares into
the equity of JSC GCAP, in return of 1,025,680 newly issued GCAP shares. Group’s interest in GHG increased to 70.6%.
As a result of this transaction, the Group’s capital increased by GEL 112,856, non-controlling interest decreased by GEL
70,819, unrealized loss from acquisition of non-controlling interest in existing subsidiary comprised GEL 42,037.

Capital Reduction

During the year JSC GCAP bought back from its Parent 683,834 own shares for total cash consideration of GEL 80,389,
of which 378,736 ordinary shares were cancelled and 305,098 were placed in Company’s treasury.

Treasury Shares
Treasury shares consist of GEL 837 (2018: 282) JSC Georgia Capital shares and GEL 124 (2018: 37) shares of Georgia

Capital PLC (shareholder) repurchased as a result of management compensation scheme, which are considered as treasury
shares for the Group.

Nature and purpose of other reserves

Unrealised gains (losses) from dilution or sale | acquisition of shares in existing subsidiaries
This reserve records untealised gains (losses) from dilution or sale / acquisition of shares in existing subsidiaries.

Unrealised gains (losses) on debt and equity investments at fair value
This reserve records fair value changes on debt and equity investments at fair value through other comprehensive income.

Foreign currency translation reserve
The foreign currency translation reserve is used to record exchange differences arising from the translation of the financial

statements of subsidiaries with functional currency other than GEL.

Movements in other reserves during the year ended 31 December 2019 and 31 December 2018 are presented in the
statements of other comprehensive income.
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Equity (continued)

Non-controlling interest

Georgia Healthcare Group PLC (“GHG”) is the only significant subsidiary of the Group that has a material non-controlling
interest of 43% as of 31 December 2018. The following table summarises key information before intragroup eliminations

relevant to Georgia Healthcare Group PLC.

Total assets

Total Liabilities

Non-controlling interest

Revenue

Profit for the year

Total comprehensive income for the year
Net decrease in cash and cash equivalents
Profit attributable to non-controlling interest

Gross Profit

Pharma revenue
Healthcare revenue

Utility and energy revenue
Net insurance premiums earned
Beverage revenue

Real estate revenue

Auto service revenue
Education revenue
Digital services revenue
Other income

Revenue

Cost of pharma services

Cost of healthcare

Cost of utility and energy
Net insurance claims incurred
Cost of beverage

Cost of real estate

Cost of auto service

Cost of education

Cost of digital services

Cost of sales

Gross profit
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2018

1,222,503
665,487
287,016
861,337
53,237
53,237
12,687
33,142

2019 2018 (restated)*
570,836 501,090
315,042 291,069
162,962 139,290
131,882 106,730
124,705 76,358
97,780 142,147
19,540 -
12,083 -
2,324 -
36,283 26,311
1,473,437 1,282,995
(424.,814) (386,153)
(176,753) (154,452)
(41,121) (36,274)
(76,992) (58,533)
(80,283) (46,879)
(70,441) (107,593)
9,799) -
(679) -
(2,142) -
(883,024) (789,884)
590,413 493,111
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27. Gross Profit (continued)

Gross Healthcare and Pharma Profit

Revenue from government programmes

Revenue from free flow (non-insured retail individuals)
Revenue from insurance companies

Healthcare revenue

Retail

Wholesale

Pharma revenue

Healthcare and pharma revenue

Direct salary expenses

Healthcare direct materials

Expenses on medical service providers
Other direct expenses

Cost of healthcare

Retail

Wholesale

Cost of pharma setvices

Cost of healthcare and pharma services

Gross healthcare and pharma profit

Gross Utility and Energy Profit

Revenue from water supply
Revenue from electric power sales
Utility and energy revenue

Cost of water supply
Cost of electric power sales
Cost of utility and energy

Gross utility and energy profit

Gross Insurance Profit

Gross health insurance premiums earned
Gross P&C insurance premiums earned
Total gross premiums earned on insurance contracts
Reinsurers’ share of gross earned premiums on health insurance
contracts
Reinsurers’ share of gross earned premiums on P&C insurance contracts
Reinsurers’ share of gross earned premiums
on insurance contracts

Net insurance premiums earned

Gross health insurance claims incurred

Gross P&C insurance claims incurred

Gross insurance claims incurred

Reinsurers’ share of gross health insurance claims incurred
Reinsurers’ share of gross P&C insurance claims incurred
Reinsurers’ share of gross insurance claims incurred

Net insurance claims incurred

Gross insurance profit

F- 145

2019 2018
221,397 200,652
84,299 78,500
9,346 11,917
315,042 291,069
430,312 378,398
140,524 122,692
570,836 501,090
885,878 792,159
(112,321) (105,440)
(48,189) (34,012)
(3,280) (3,226)
(12,963) (11,774)
(176,753) (154,452)
(309,213) (275,887)
(115,601) (110,266)
(424,814) (386,153)
(601,567) (540,605)
284,311 251,554
2019 2018
131,608 130,238
31,354 9,052
162,962 139,290
(33,102) (33,663)
(8,019) (2,611)
(41,121) (36,274)
121,841 103,016
2019 2018
73,981 54,040
82,693 79,925
156,674 133,965
(2,552) (3,020)
(22,240) (24,215)
(24,792) (27,235)
131,882 106,730
(47,697) (37,096)
(37,521) (28,632)
(85,218) (65,728)
558 4311
7,668 2,884
8,226 7,195
(76,992) (58,533)
54,890 48,197
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27. Gross Profit (continued)

Gross Beverage Profit

2019 2018
Revenue from beer sales 49,668 27,395
Revenue from wine sales 42,216 27,020
Revenue from distribution of imported goods 19,569 14,065
Change in net realizable value of agricultural produce after harvest 2,899 2,875
Other beverage revenue 10,353 5,003
Beverage revenue 124,705 76,358
Cost of beer (32,803) (17,848)
Cost of wine (23,553) (15,188)
Cost of distribution (15,894) (10,625)
Cost of other beverage revenue (8,033) (3,218)
Cost of beverage (80,283) (46,879)
Gross beverage profit 44,422 29,479
Gross Real Estate Profit
2019 2018 (restated)*
Revenue from apartment sale 52,022 96,052
Revenue from construction services 21,835 27,864
Income from operating leases 9,416 6,454
Revaluation of m? investment property 7,498 6,626
Revenue from hospitality services 7,009 5,151
Real estate revenue 97,780 142,147
Cost of apartments sold (43,513) (79,962)
Cost of construction services (19,412) (23,637)
Cost of operating leases (2,445) (879)
Cost of hospitality services (5,071) (3,115)
Cost of real estate (70,441) (107,593)
Gross real estate profit 27,339 34,554
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Gross Profit (continued)

Total revenue above includes the following revenue streams that are not in scope of IFRS 15 Revenue from Contracts

with customers:

2019 2018
Real estate revenue:
Net gain from revaluation of investment property 7,498 6,626
Income from operating leases 9,416 6,454
16,914 13,080
Beverage revenue:
Change in net realizable value of agricultural produce after harvest 2,899 2,875
2,899 2,875
Net insurance premiums earned 131,882 106,730
Other income
Revenue from BI insurance* 9,933 -
Gain from call option 6,619 6,863
Payables derecognised 1,021 3,881
Litigation reserve reversal - 817
Loss from sale of PPE and IP 589 262
Net gains (losses) from revaluation of investment property 767 269
170,624 134,777

* Rezmbursement of lost revenue due to business interruption under insurance contract.

Salary and employee benefit expenses included in cost of sales comprised GEL 128,664 (2018: GEL 124,333). Inventory
recognised as an expense during the period comprised GEL 55,307 (2018: GEL 185,512)

Salaries and Other Employee Benefits, and General and Administrative Expenses

2019 2018
Salaties and bonuses (147,891) (120,570)
Equity compensation plan costs (23,687) (14,341)
Pension costs (3,184) (913)
Salaries and other employee benefits (174,762) (135,824)
General and administrative expenses
2019 2018

Marketing and advertising (21,800) (17,278)
Legal and other professional services (17,433) (12,544)
Office supplies (11,6306) (7,800)
Operating taxes (10,951) (10,275)
Utility expenses (6,547) (3,824)
Repair and maintenance (5,783) (4,974)
Occupancy and rent (4,972) (23,115)
Corporate hospitality and entertainment (3,560) (2,576)
Communication (3,445) (2,842)
Travel expenses (3,258) (2,430)
Banking services (3,189) (2,835)
Security (1,702) (1,348)
Customer service fee (1,697) (1,710)
Personnel training and recruitment (740) (1,829)
Other (15,950) (10,360)
General and administrative expenses (112,669) (105,740)

67

F-147



JSC Georgia Capital and Subsidiaries Notes to Consolidated Financial Statements

(Thonsands of Georgian Lari)

Salaries and Other Employee Benefits, and General and Administrative Expenses (continued)
Auditor’s remuneration

Remuneration of the Group’s auditors is included within legal and other professional services expenses above and for the
years ended 31 December 2019 and 2018 comprises (net of VAT):

2019 2018
Fees for the audit of the Group's annual financial statements for the year ended 31
December 374 37
Expenditures for other assurance services, including statutory audits of subsidiaries 3,608 2,709
Expenditures for other professional setvices - 951
3,982 3,698

The figures shown in the above table relate to fees paid to EY LLC and its associates. Fees paid to other auditors not
associated with EY in respect of the audit of the Parent and Group’s subsidiaries were GEL 179 (2018: nil) and in respect
of other services of the Group were GEL 26 (2018: GEL 131), net of VAT.

Fees for other professional services in 2018 mostly include fees related to corporate finance services that ate presented in
non-recurring expenses. Refer to note 30.

Impairment of insurance premiums receivable, accounts receivable, other assets and provisions

The movements in the allowance for insurance premiums receivables and other receivables are as follows:

Insurance
premiums
receivable Provisions Total
2019 2019 2019
At 1 January 8,285 525 8,810
Charge 958 120 1,078
Write-offs 24) - (24)
Currency translation differences 333 - 333
Change in investment entity status (9,552) (645) (10,197)
At 31 December - - -
Insurance
premiums
receivable Other assets Provisions Total
2018 2018 2018 2018
At 1 January 4,243 22 3,103 7,368
Charge 1,898 50 231 2,179
Transfer from assets of disposal group held for sale 1,787 - - 1,787
Recoveries 242 - (1,302) (1,060)
Reversal - - (1,353) (1,353)
Write-offs 8 (72) (154) (218)
Currency translation differences 107 - - 107
At 31 December 8,285 - 525 8,810
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Impairment of insurance premiums receivable, accounts receivable, other assets and provisions
(continued)

The movements in the allowance for financial assets according to IFRS 9 are as follows:

Amounts
Cash and due from
cash credit Marketable Accounts Loans
equivalents Institutions securities receivable issued Total
2019 2019 2019 2019 2019 2019
At 31 December 1 - 309 21,713 414 22,437
(Reversal) Charge - - (172) 12,026 (380) 11,474
Recoveries - - - (220) - (220)
Write-offs - - - (2,5006) - (2,5006)
Change in investment entity ) ) 53 (31,013) ) (30,955)
status
At 31 December 1 - 195 - 34 230
Amounts
Cash and due from
cash credit Marketable Accounts Loans
equivalents Institutions securities receivable issued Total
2018 2018 2018 2018 2018 2018
At 31 December - - - 4,003 - 4,003
IFRS 9 Effect 2 - 192 13,830 - 14,024
At 1 January 2 - 192 17,833 - 18,027
(Reversal) Charge ) - 117 10,080 414 10,610
Write-offs - - - 9,479) - 9,479)
Transfer from assets of disposal
group held for sale - - - 3,415 - 3,415
Currency translation difference - - - (136) - (136)
At 31 December 1 - 309 21,713 414 22,437

For contract assets and accounts receivable, the Group has applied the standard’s simplified approach and has calculated
ECLs based on lifetime expected credit losses. For other debt financial assets, the ECL is based on the 12-month ECL
since there has not been a significant increase in credit risk since origination.

Increase in impairment charge in 2019 and 2018 is mainly attributable to the increased gross balance of receivables of

healthcare and utility businesses.
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30. Net Non-recurring Items

31.

Net non-recurring expense for the year ended 31 December 2019 comprised:

2019
Termination benefits (4,397)
Prepayments write-off (3,019)
Net loss on flood of Mestiachala (1,068)
Other 249
Net non-recurring items (8,235)

Net non-recurring expense for the year ended 31 December 2018 comprised:

2018
Share based payment acceleration effect (20,303)
College construction (2,422)
Reorganization costs (2,070)
Loan prepayment fee and derecognition losses (1,325)
Demerger fees (1,080)
Charity expenses (783)
Other (1,503)
(29,486)

Share-based Payments

Executives’ Equity Compensation Plan

Prior to demerger, senior executives of BGEO Group, providing services to Georgia Capital, were compensated with shares
of BGEO. Upon demerger, old service contracts with BGEO were terminated and new contracts were signed with Georgia
Capital. Any share-based payment expense related to BGEO’s share plan was accelerated and recognized in income
statement as of the termination date of service agreements as non-recurring expense, for more details refer to note 30.

In 2018, Georgia Capital introduced Group’s Executives’ Equity Compensation Plan (“EECP”). Under the EECP, shares
of the parent are granted to senior executives of the parent and subsidiaries. In July 2018, the executives signed new five-
year fixed contingent share-based compensation agreements with a total of 1,650,000 ordinary shares of Georgia Capital
PLC. The total amount of shares fixed to each executive will be awarded in five equal instalments during the five consecutive
years starting January 2019, of which each award will be subject to a six-year vesting period subject to continued employment
within the Group during such vesting period. The fair value of the shares is determined at the grant date using available
market quotations.

In 2018 the Group set up Executive Equity Compensation Trustee — Sanne Fiduciary Services Limited (the “Trustee”)
which acts as the trustee of the Group’s Executives’ Equity Compensation Plan (“EECP”). In 2019 the Trustee has
repurchased 2,087,337 (2018: 1,191,127) shares.
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Share-based Payments (continued)

There were no cancellations or modifications to the awards in 2019 or 2018 except for BGEO share awards described
above.

In addition to Executives’ Equity Compensation Plan, the Group grants shares of the parent to the employees of the Group.

The following table illustrates the number and weighted average prices of, and movements in, shares awards granted to the
senior executives of the Group during the year:

2019 2018
Shares outstanding at 1 January 2,294,556 -
Granted during the year 343,638 2,294,556
Forfeited during the year (239,000) -
Vested during the year (111,000) -
Shares outstanding at 31 December 2,288,194 2,294,556

The weighted average remaining contractual life for the share awards outstanding as at 31 December 2019 was 4 years
(2018: 5.4 years).

The weighted average fair value of shares granted during the year was GEL 38.2 (2018: GEL 33.4). The weighted average
fair value of shares forfeited and vested was GEL 37.7.

Expense recognition:

The expense recognised for employee services received during the year and the respective increase in equity arising from
equity-settled share-based payments is shown in the following table:

2019 2018
Increase in equity atising from equity-settled share-based payments 31,201 38,344
Expense arising from equity-settled transactions 26,549 34,644

Expense arising from equity-settled transactions in the amount of GEL 2,862 (2018: GEL 20,303, related to demerger of
Group) was recognised in net non-recurring expenses related to termination of employment agreement of the executive in
2019.

Risk Management

Introduction

Risk is inherent in the Group’s activities but it is managed through a process of on-going identification, measurement and
monitoring, subject to risk limits and other controls. This process of risk management is critical to the Group’s continuing
profitability and each individual within the Group is accountable for the risk exposures relating to his or her responsibilities.
The Group is exposed to investment risk, credit risk, liquidity risk and market risk. It is also subject to operational risks and
insurance risk.

The independent risk control process does not include business risks such as changes in the environment, technology and
industry. They are monitored through the Group’s strategic planning process.

All non-executive Board members of Georgia Capital PLC are also members of Supervisory Board of JSC Georgia Capital.
JSC Georgia Capital established Audit and Valuation, Investment and Remuneration Committees with the same terms of

reference and the same members as those of Georgia Capital PL.C. As such, all relevant decisions of Audit and Valuation,
Investment and Remuneration Committees of Georgia Capital PLC apply to the Group.
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Risk Management (continued)
Risk management structure

Audit and Valuation Committee

The Audit and Valuation Committee of Georgia Capital assists the Management Board of the Group in relation to the
oversight of the Group’s financial and reporting processes. It monitors the integrity of the financial statements and is
responsible for governance around both the internal audit function and external auditor, reporting back to the Board. It
reviews the effectiveness of the policies, procedures and systems in place related to, among other operational risks,
compliance, IT and IS (including cyber-security) and assessed the effectiveness of the risk management and internal control
framework.

It is responsible for reviewing and approving half-yearly and annual valuations of the Company’s portfolio investments
prepared and presented to it by the Management Board. The Committee will ensure that the Valuation Policy complies with
the obligations within any agreements in place, legislation, regulations, guidance and other policies of the Company.

Investment Committee

The Investment Committee ensures a centralised process-led approach to investment; and the over-riding priority is to
protect the Group’s long-term viability and reputation and produce sustainable, medium to long-term cash-to-cash returns.
It oversights each step of the investment lifecycle, approves all investment, divestment and material portfolio decisions and
ensures that investments are in line with Group’s investment policy and risk appetite.

Management Board

The Management Board of Georgia Capital has overall responsibility for the Group’s asset, liability and risk management
activities, policies and procedures. In order to effectively implement the risk management system, the Board of Directors
delegate individual risk management functions to each of the various decision-making and execution bodies within the
Group.

Internal Audit

The Internal Audit Department of Georgia Capital is responsible for the annual audit of the Group’s risk management,
internal control and corporate governance processes, with the aim of reducing the levels of operational and other risks,
auditing the Group’s internal control systems and detecting any infringements or errors on the part of the Group’s
departments and divisions. It examines both the adequacy of and the Group’s compliance with those procedures. The
Group’s Internal Audit Department discusses the results of all assessments with management, and reports its findings and
recommendations to the Audit and Valuation Committee.

Risk measurement and reporting systems

The Group’s risks are measured using a method which reflects both the expected loss likely to arise in normal circumstances
and unexpected losses, which are an estimate of the ultimate actual loss based on different forecasting models. The models
make use of probabilities derived from historical experience, adjusted to reflect the economic environment.

Monitoring and controlling risks is primarily performed based on limits established by the Group. These limits reflect the
business strategy and market environment of the Group as well as the level of risk that the Group is willing to accept, with
additional emphasis on selected industries and countries. In addition, the Group monitors and measures the overall risk

bearing capacity in relation to the aggregate risk exposure across all risks types and activities.

Information compiled from all the businesses is examined and processed in order to analyse, control and identify eatly risks.
This information is presented and explained to the Management Board.

Risk mitigation

As part of its overall risk management, the Group uses derivatives and other instruments to manage exposures resulting
from changes in interest rates, foreign currencies, equity risks, credit risks, and exposures arising from forecast transactions.
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Risk Management (continued)

Credit risk

Credit risk is the risk that the Group will incur a loss because its customers, clients or counterparties fail to discharge their
contractual obligations. The Group manages and controls credit risk by setting limits on the amount of risk it is willing to
accept for individual counterparties and by monitoring exposures in relation to such limits. Also the Group establishes and
regularly monitors credit terms by types of debtors, which is a proactive tool for managing the credit risk.

Trade receivables and contract assets

Customer credit risk is managed by each business unit subject to the Group’s established policy, procedures and control
relating to customer credit risk management. The Group has established a credit quality review process to provide eatly
identification of possible changes in the creditworthiness of counterparties, including regular analysis of debt service and
ageing of receivables. Counterparty limits ate established by the use of a credit terms. The credit quality review process
allows the Group to assess the potential loss as a result of the risks to which it is exposed and take corrective actions.

An impairment analysis is performed at each reporting date using a provision matrix to measure expected credit losses. The
provision rates are based on days past due for groupings of various customer segments with similar loss patterns (i.e., by
geographical region, product type, customer type, etc). The calculation reflects reasonable and supportable information that
is available at the reporting date about past events, current conditions and forecasts of future economic conditions.
Generally, trade receivables are written-off if past due for more than one year and are not subject to enforcement activity.
The Group does not hold collateral as security. The Group evaluates the concentration of risk with respect to trade
receivables and contract assets as low, as its customers are located in different geographical areas and industries.

Liguid financial instruments

Credit risk from balances with banks and financial institutions is managed by the Group’s treasury department in accordance
with the Group’s policy. Investments of surplus funds are made only with approved counterparties and within credit limits
assigned to each counterparty. The limits are set to minimise the concentration of risks and therefore mitigate financial loss
through a counterparty’s potential failure to make payments.

The Group invests only on quoted debt securities with low credit risk. The Group’s debt instruments at fair value through
OCI comprised solely of quoted bonds. The Group recognised reversal of provision for expected credit losses on its debt

instruments at fair value through OCI in the amount of GEL 172 in 2019 (2018: charge of GEL 117).

The table below demonstrates the Group’s financial assets credit risk profile by external rating grades:

31 December 2019 31 December 2018
BB+ to B+ to Not BB+ B+ to Not
BB- B- graded to BB- B- graded
Cash and cash equivalents 99,589 9,842 7,784 226,261 23,940 3,148
Amounts due from credit institutions - - - 24776 15,354 169
Marketable securities 29,713 22,589 6,037 70,668 1,156 -
Loans issued 34,378 - 117,506 133,416 - 16,884
Other assets* - - 3,395 - - -
Total 163,680 32,431 134,721 455,121 40,450 20,201

*Non graded Other assets represents teceivable from guarantee issued to one of the Group's subsidiaties Global Beer
Georgia LLC (subsidiary owned through Beverage segment), with nominal amount of GEL 59,376 as at 31 December 2019.
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Risk Management (continued)
Credit risk (continued)

Credit quality per class of financial assets

The credit quality of financial assets is also managed by the Group based on the number of overdue days. The table below
shows the credit quality by class of asset in the statement of financial position.

Neither past Past due or
31 December 2019 due nor A X Total
. . Impaired
Notes Impaired
Loans issued 10 151,884 - 151,884
Accounts receivable 12 1,176 - 1,176
Marketable securities 9 62,493 - 62,493
Other detivative financial assets 18 1,918 - 1,918
Total 217,471 - 217,471
Neither past
31 December 2018 due nor P?St dl.le or Total
. . Impaired
Notes Impaired
Amounts due from credit institutions 8 40,299 - 40,299
Loans issued 10 150,300 - 150,300
Accounts receivable 12 127,682 42,546 170,228
Insurance premiums receivable 56,955 846 57,801
Marketable securities 9 71,824 - 71,824
Other derivative financial assets 18 661 - 661
Total 447,721 43,392 491,113

No significant increase in credit risk since initial recognition occurred in respect of the Group’s financial assets as at 31
December 2019 and 2018.

Included in past due but not impaired category are the receivables and financial assets that are overdue for not more than
30 days or are overdue more than 30 days but have not been impaired due to objective reasons. Otherwise those receivables
and financial assets that are overdue for more than 30 days are considered as impaired.

The Group does not have a grading system to evaluate credit quality of neither past due nor impaired assets. Maximum
exposure to credit risk is limited to carrying value of respective financial assets and to notional amount of guarantees issued.

Liquidity risk
Liquidity risk is the risk that the Group will be unable to meet its payment obligations when they fall due under normal and
stress circumstances. To limit this risk, management has arranged diversified funding sources in addition to its capital,

manages assets with liquidity in mind, and monitors future cash flows and liquidity on a regular basis. This incorporates
daily monitoring of expected cash flows and liquidity needs.

In addition, Group at all times holds US$ 50 million liquid asset buffer at Georgian parent company level, where liquid

assets are defined as marketable debt securities, cash at bank and short-term and long-term deposits with financial
institutions.

The Group manages the maturities of its assets and liabilities for better matching, which helps the Group additionally
mitigate the liquidity risk. The major liquidity risks confronting the Group ate the daily calls on its available cash resources
in respect of supplier contracts, claims arising from insurance contracts and the maturity of borrowings.
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Risk Management (continued)
Liquidity risk (continued)

The table below summarises the maturity profile of the Group’s financial liabilities based on contractual undiscounted
repayment obligations. Repayments, which are subject to notice, are treated as if notice were to be given immediately.

Financial liabilities Less 3012 lto5 Over

than 3 Total
31 December 2019 months months years 5 years
Debt securities issued 25,404 25,404 1,007,330 - 1,058,138
Accounts payable 1,284 - - - 1,284
Financial guarantees 59,376 - - - 59,376
Other financial liabilities 80 2,875 1,157 - 4,112
Total undiscounted financial liabilities 86,144 28,279 1,008,4875 - 1,122,910
Financial liabilities Less 3012 1to5 Over

than 3 Total
31 December 2018 months months years 5years
Borrowings 54,945 149,118 519,690 274,900 998,653
Debt securities issued 5,358 122,556 333,500 757,335 1,218,749
Accounts payable 129,028 3,734 10,351 - 143,113
Other financial liabilities 66,788 17,756 94,384 - 178,928
Total undiscounted financial liabilities 256,119 293,164 957,925 1,032,235 2,539,443

Market risk

Market risk is the risk that the value of financial instruments will fluctuate due to changes in market variables such as interest
rates and foreign exchange rates. The Group has exposure to market risks. The Group structures the levels of market risk
it accepts through a Group market risk policy that determines what constitutes market risk for the Group.

Currency risk

The Group is exposed to the effects of fluctuations in the prevailing foreign currency exchange rates on its financial position
and cash flows. The Group’s principal transactions are carried out in Georgian Lari and its exposure to foreign exchange
risk arises primarily with respect to Dollar.

The tables below indicate the currencies to which the Group had significant exposure at 31 December 2019 on its monetaty
assets and liabilities. The analysis calculates the effect of a reasonably possible movement of the currency rate against the
Georgian Lari, with all other variables held constant on the income statement (due to the fair value of currency sensitive
non-trading monetary assets and liabilities). The reasonably possible movement of the currency rate against the Georgian
Lari is calculated as a standard deviation of daily changes in exchange rates over the twelve months. A negative amount in
the table reflects a potential net reduction in income statement or equity, while a positive amount reflects a net potential
increase.

Change in Change in

Effect on profit Effect on profit
currency beft currency
n % efore tax e in % before tax
Currency rate in % rate in %
2019 2018
EUR 7.9% (2,293) 9.9% (23,283)
GBP 10.2% 706 10.8% 69
USD 6.4% (35,413) 7.1% (23,594)
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Risk Management (continued)
Operational risk

Operational risk is the risk of loss arising from systems failure, human error, fraud or external events. When controls fail to perform,
operational risks can cause damage to reputation, have legal or regulatory implications, or lead to financial loss. The Group cannot
expect to eliminate all operational risks, but through a control framework and by monitoring and responding to potential risks, the
Group is able to manage the risks. Controls include effective segregation of duties, access, authorisation and reconciliation
procedures, staff education and assessment processes, including the use of internal audit.

Operating environment

Most of the Group’s business is concentrated in Georgia. As an emerging market, Georgia does not possess a well-developed
business and regulatory infrastructure that would generally exist in a more mature market economy. Operations in Georgia may
involve risks that are not typically associated with those in developed markets (including the risk that the Georgian Lari is not
freely convertible outside the country, and undeveloped debt and equity markets). However, over the last few years the Georgian
government has made a number of developments that positively affect the overall investment climate of the country, specifically
implementing the reforms necessary to create banking, judicial, taxation and regulatory systems. This includes the adoption of a
new body of legislation (including new Tax Code and procedural laws). In the view of the Board, these steps contribute to mitigate
the risks of doing business in Georgia.

The existing tendency aimed at the overall improvement of the business envitonment is expected to persist. The future stability
of the Georgian economy is largely dependent upon these reforms and developments and the effectiveness of economic,
financial and monetary measures undertaken by the Government. However, the Georgian economy is vulnerable to market
downturns and economic slowdowns elsewhere in the world.

Insurance risk (policy applied up to 31 December 2019)

The risk under an insurance contract is the risk that an insured event will occur including the uncertainty of the amount and
timing of any resulting claim. The principal risk the Group faces under such contracts is that actual claims and benefit
payments exceed the carrying amount of insurance liabilities. This is influenced by the frequency of claims, severity of
claims, actual benefits paid that are greater than originally estimated and subsequent development of long term claims.

The variability of risks is improved by diversification of risk of loss to a large portfolio of insurance contracts as a more
diversified portfolio is less likely to be affected across the board by change in any subset of the portfolio, as well as
unexpected outcomes. The variability of risks is also improved by careful selection and implementation of underwriting
strategy and guidelines as well as the use of reinsurance arrangements. The Group establishes underwriting guidelines and
limits, which stipulate who may accept what risks and the applicable limits. These limits are continuously monitored.

The Group primarily uses its loss ratio and its combined ratio to monitor its insurance risk. Loss ratio is defined as net
insurance claims divided by net insurance revenue. Combined ratio is sum of loss ratio and expense ratio. Expense ratio is
defined as insurance related operating expenses excluding interest expense divided by net insurance revenue. The Group’s
loss ratios and combined ratios were as follows:

P&C Insurance Health Insurance
2018, % 2018, %
Loss ratio 38% 77%
Combined ratio 75% 94%

The Group’s concentration of general technical provisions by type of contract as of 31 December 2018 is as follows:
healthcare GEL 19,154, motor GEL 17,417, property GEL 5,830, liability GEL 2,625, cargo GEL 1,142, life GEL 1,625
and other GEL 2,174.
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Risk Management (continued)
Capital Management

Management monitors the Group’s capital on a regular basis based on statement of Net Asset Value (NAV) prepared on
fair value bases, same as equity attributable to the shareholder of JSC Georgia Capital as at 31 December 2019 in the amount
of GEL 1,758,195. Net Asset Value (NAV) statement, which breaks down NAV into its components, including fair values
for the private businesses and follows changes therein, providing management with a snapshot of the Group’s financial
position at any given time. NAV statement provides a value of Georgia Capital that management uses as a tool for measuring
its investment performance. Management closely monitors NAV in connection with capital allocation decisions.

The capital management objectives are as follows:

*  to maintain the required level of stability of the Group thereby providing a degree of security to the shareholders;

*  to manage capital needs such that Group does not depend on potentially premature liquidation of it’s listed
investments;

*  to allocate capital efficiently and support the development of business by ensuring that returns on capital employed
meet the requirements of its capital providers and of its shareholders; and

*  to maintain financial strength to support new business growth and to satisfy the shareholdet’s requirements.

The Group manages its capital structure and makes adjustments in light of changes in economic conditions and the
requirements of the financial covenants if any. To maintain or adjust the capital structure, the Group may adjust the amount
of outstanding equity.

Some operations of the Group are subject to local regulatory requirements within the jurisdiction where it operates, currently
Georgia only. Such regulations prescribe approval and monitoring of certain activities. They also impose certain restrictive
provisions for the insurance arm, such as insurance capital adequacy and the minimal insurance liquidity requirement, to
minimize the risk of default and insolvency and to meet unforeseen liabilities as they arise. During the year ended 31
December 2019 the Group complied with all of regulatory requirements as well as insurance capital and insurance liquidity
regulations, in full.
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Fair Value Measurements
Fair value hierarchy

For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities on the basis of the nature,
characteristics and risks of the asset or liability. The following tables show analysis of assets and liabilities measured at fair value
or for which fair values are disclosed by level of the fair value hierarchy:

31 December 2019
Level 1 Level 2 Level 3 Total
Assets measured at fair value
Marketable securities 10,376 52,117 - 62,493
Equity investments at fair value 1,027,814 - 1,223,651 2,251,465
Loans issued - - 117,506 117,506
Other assets - 1,918 469 2,387
Other derivative financial assets - 1,918 - 1,918
Call option - - 469 469
Assets for which fair values are disclosed
Cash and cash equivalents - 117,215 - 117,215
Accounts receivable - - 1,176 1,176
Assets for which fair values are disclosed
Loans issued - - 35,020 35,020
Liabilities for which fair values are disclosed
Debt securities issued - 829,726 - 829,726
Lease liabilities - 634 - 634
31 December 2018 (restated)* Level 1 Level 2 Level 3 Total
Assets measured at fair value
Total investment properties - - 151,232 151,232
Land - - 49,128 49,128
Residential properties - - 14,196 14,196
Non-residential properties - - 87,908 87,908
Marketable securities 27,010 44814 - 71,824
Equity investments at fair value 457,495 - - 457,495
Loans issued - - 1,038 1,038
Other assets - - 17,630 17,630
Other derivative financial assets - - 661 661
Call option - - 16,969 16,969
Assets for which fair values are disclosed
Cash and cash equivalents - 253,349 - 253,349
Amounts due from credit institutions - 40,299 - 40,299
Accounts receivable - - 170,228 170,228
Loans issued - - 162,862 162,862
Liabilities measured at fair value
Other liabilities - - 715 715
Derivative financial liabilities - - 715 715
Liabilities for which fair values are disclosed
Borrowings - 506,711 254,056 760,767
Debt securities issued - 678,973 184,551 863,524
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Fair Value Measurement (continued)

Valuation techniques

The following is a description of the determination of fair value for financial instruments which are recorded at fair value using
valuation techniques. These incorporate the Group’s estimate of assumptions that a market participant would make when
valuing the instruments.

Assets for which fair value approximates carrying value

For financial assets and financial liabilities that are liquid or have a short term maturity (less than three months), it is assumed
that the carrying amounts approximate to their fair value. This assumption is also applied to demand deposits, savings accounts
without a specific maturity and variable rate financial instruments.

Fixed rate financial instruments

The fair value of fixed rate financial assets and liabilities carried at amortised cost are estimated by comparing market interest
rates when they were first recognised with current market rates offered for similar financial instruments. The estimated fair
value of fixed interest bearing deposits is based on discounted cash flows using prevailing money-market interest rates for debts
with similar credit risk and maturity.

Equity Investments in Listed Portfolio Companies

Equity instruments listed on an active market are valued at the price within the bid/ask spread, that is most representative of
fair value at the reporting date, which usually represents the closing bid price. The instruments are included within Level 1 of
the hierarchy.

Equity Investments in Private Portfolio Companies

Equity investments in private portfolio companies are valued by applying an appropriate valuation method, which makes
maximum use of market-based public information, is consistent with valuation methods generally used by market participants
and is applied consistently from period to period, unless a change in valuation technique would result in more reliable estimation
of fair value.

The value of an unquoted equity investment is generally crystallised through the sale or flotation of the entire business, rather
than the sale of an individual instrument. Therefore, the estimation of fair value is based on the assumed realisation of the
entire enterprise at the reporting date. Recognition is given to the uncertainties inherent in estimating the fair value of unquoted
companies and appropriate caution is applied in exercising judgments and in making the necessary estimates.

Fair value of equity investment in private portfolio companies is usually determined using one of the valuation methods
described below:

Listed Peer Group Multiples

The preferred method for valuing equity investments in private portfolio companies is comparison with the multiples of
comparable listed companies. This methodology involves the application of a listed peer group earnings multiple to the earnings
of the business and is appropriate for investments in established businesses which are profitable and for which we can
determine a group of listed companies with similar characteristics.

The earnings multiple used in valuation is determined by reference to listed peer group multiples appropriate for the period of
earnings calculation for the investment being valued. The Group identifies peer group for each equity investment taking into
consideration points of similarity with the investment such as industry, business model, size of the company, economic and
regulatory factors, growth prospects and risk profiles. Certain peer-group companies can be more heavily weighted if their
characteristics are closer to those of the company being valued than are those of the other companies in peer group.
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Fair Value Measurement (continued)

Valuation techniques (continued)

Listed Peer Group Multiples (continued)

Generally, last 12-month earnings will be used for the purposes of valuation. Earnings can be adjusted for extraordinary or
non-recurring items.

a.  Valuation based on enterprise value
Fair value of equity investments in private companies can be determined as their enterprise value less net financial debt (gross
face value of debt less cash) appearing in the most recent Financial Statements.

Enterprise value is obtained by multiplying measures of a company’s earnings by listed peer group multiple (EV/EBITDA)
for the appropriate period. The measures of earnings generally used in the calculation is recurring EBITDA for the last 12
months (LTM EBITDA). In exceptional cases, where EBITDA is negative, peet EV/Sales (entetptise value to sales) multiple
can be applied to last 12-month sales revenue of the business (I'TM sales) to estimate enterprise value.

Once the enterprise value is estimated, the following steps are taken:
T Net financial debt appearing in the most recent financial statements is subtracted from the enterprise value. If net
debt exceeds enterprise value, the value of shareholders’ equity remains at zero if the debt is without recourse to
Georgia Capital.
& The resulting fair value of equity is apportioned between Georgia Capital and other shareholders of the Company
being valued, if applicable.
Valuation based on enterprise value using peer multiples is used for profitable businesses within non-financial industries.
b.  Equity fair value valuation
Fair value of equity investment in companies can determined as using price to earnings (P/E) multiple of similar listed
companies.

The measure of earnings used in the calculation is recurring adjusted net income (net income adjusted for non-recurring items
and forex gains/ losses) for the last 12 months (LTM net income). The resulting fair value of equity is apportioned between
Georgia Capital and other shareholders of the company being valued.Fair valuation of equity using peer multiples can be used
for businesses within financial sector (e.g. insurance companies).

Discounted cash flow

Under the Discounted Cash Flow (“DCEF”) valuation method, fair value is estimated by deriving the present value of the
business using reasonable assumptions of expected future cash flows and the terminal value and date, and the appropriate risk-
adjusted discount rate that quantifies the risk inherent to the business. The discount rate is estimated with reference to the
market risk-free rate, a risk adjusted premium and information specific to the business or market sector. DCF is mostly used
to estimate fair value of project-based cash-flow driven businesses.

Net Asset Value

The net assets methodology (NAV) involves estimating fair value of equity investment in private portfolio company as its book
value at reporting date. This method is appropriate for businesses whose value derives mainly from the undetlying value of its
assets and the assets are already carried at their fair value (usually fair valuation of assets is performed by professional third-

party valuers) on the balance sheet.

Price of recent investment

The price of a recent investment, if resulting from an ordetly transaction, generally represents fair value as of the transaction
date. At subsequent measurement dates, the price of a recent investment may be an appropriate starting point for estimating
fair value. However, adequate consideration must be given to the current facts and circumstances, including, but not limited
to, changes in the market or changes in the performance of the investee company. The valuer should assess at each
measurement date whether changes or events subsequent to the relevant transaction would imply a change in the investment’s
fair value.
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33. Fair Value Measurement (continued)

Valuation techniques (continued)

Validation

Fair value of investment estimated using one of the valuation methods described above is triangulated using several other

valuation methods as follows:

o Listed peer group multiples — peer multiples such as P/E, P/B (price to book) and dividend yield are applied to

respective metrics of the investment being valued. We develop fair value range based on these techniques and analyse

whether fair value estimated above falls within this range.

o Discounted cash flow (DCF) — Discounted cash flow valuation method is used to determine fair value of equity

investment. Under discounted cash flow analysis unobservable inputs are used, such as estimates of probable future

cash flows and internally-developed discounting rate of return. Based on DCF, we might make upward or downward

adjustment to the value of valuation target as derived from primary valuation method. If fair value estimated using

discounted cash flow analysis significantly differs from the fair value estimate derived using primary valuation method,

the difference is examined thoroughly, and judgement is applied in estimating fair value at the measurement date.

Valuation process for Level 3 valuations

Georgia Capital’s Management Board proposes fair value to be placed at each reporting date to the Audit and Valuation

Committee. Audit and Valuation Committee is responsible for the review and approval of fair values of investments at the end

of each reporting petiod.

Fair values of investments in private companies is assessed internally in accordance with Georgia Capital’s valuation
methodology by Valuation Workgroup.

Description of significant unobservable inputs to level 3 valuations

The following tables show descriptions of significant unobservable inputs to level 3 valuations of investments in subsidiaries:

Range
Description Valuation technique Unobservable input [weighted  Fair value
average]
Loans Issued DCF Discount rate 9%-12% 117,506
0/ _70
Call Option Binomial option valuation method ~ EBITDA growth rate ! [/500/7]/0 469
0
Equity investments at fair value
Late stage 692,746
Water utility EV/EBITDA EV/EBITDA multiple  79x-11.0x 0 4,
of peers [8.8x]*
Cashflow probability 70%-100%
Housing Development DCF Revenue per sq.meter 1,832 - 4,511 43,853
Cost per sq.meter 1,333 - 3,563
. . 6.0x-12.3x
P&C insurance P/E P/E multiple of peers [9.0x]* 164,923
Early stage 439478
Renewable energy Recent transaction price Recent transaction price n/a 106,800
Hospitality & Commercial RE NAV Multiple 1x 245,558
EV/EBITDA / 83’55;?"
Beverages EV/EBITDA / EV/Sales EV/Sales multiple of 1 3}('_3 Ox 87,120
peers [2.2x]
Pipeline 91,427
Education Recent transaction price Recent transaction price n/a 56,316
Auto service EV/EBITDA EV/EBITDA multiple  6.0x-15.4x 25,757
of peers [10.4x]*
Digital services Recent transaction price Recent transaction price n/a 8,790
Other Recent transaction price Recent transaction price n/a 564
Famounts in [brackets] are the weighted multiples used in valuation
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Fair Value Measurement (continued)

Sensitivity analysis to significant changes in unobservable inputs within Level 3 hierarchy

In order to determine reasonably possible alternative assumptions the Group adjusted key unobservable model inputs. The
Group adjusted the inputs used in valuation by increasing and decreasing them by 5%, which is considered by the Group to
be within a range of reasonably possible alternatives based on the earnings multiples used across peers.

If the interest rate for each individual loan issued to subsidiaries as at 31 December 2019 decreased by 20%, the amount of
loans issued would have decreased by GEL 609 or 0.5%. If the interest rates increased by 20% then loans issued would have
increased by GEL 617 or 0.5%.

If the peer multiple used to value each unquoted investment valued on an earnings multiple basis as at 31 December 2019
decreased by 5%, value of equity investments at fair value would decrease by 62 million or 8%. If the multiple increased by 5%
then the equity investments at fair value would increase by GEL 62 million or 8%.

If WACC used to value each unquoted investment valued using DCF decreased by 5%, the value of equity investments at fair
value would increase by GEL 2 million or 4%. If the WACC increased by 5% then the equity investments at fair value would
decrease by GEL 2 million or 4%.

If the multiple used to value each unquoted investment valued on NAV and recent transaction price basis as at 31 December
2019 decreased by 5%, value of equity investments at fair value would decrease by GEL 21 million or 5%. If the multiple
increased by 5% then the equity investments at fair value would increase by GEL 21 million or 5%.

Methodology applied before 31 December 2019

The following is a description of the determination of fair value for financial instruments which are recorded at fair value using
valuation techniques. These incorporate the Group’s estimate of assumptions that a market participant would make when
valuing the instruments.

Derivative financial instruments

Derivative financial instruments valued using a valuation technique with market observable inputs are mainly interest rate
swaps, currency swaps and forward foreign exchange contracts. The most frequently applied valuation techniques include
forward pricing and swap models, using present value calculations. The models incorporate various inputs including the credit
quality of counterparties, foreign exchange spot and forward rates and interest rate curves. The Group applies the binomial
model for option valuation.

Derivative financial instruments include call option representing an option on acquisition of remaining 33% equity interest
in JSC GEPHA from non-controlling interests in 2022 based on pre-determined EBITDA multiple (6.0 times EBITDA)
of JSC Gepha. The Group has applied binomial model for option valuation. Major unobservable input for call option
valuation represents volatility of price of the underlying 33% minority share of equity, which was estimated based on actual
volatility of parent company’s market capitalisation from 1 January 2013 till 31 December 2017 period, which equalled
34.7%. If in 2018 the volatility was 10% higher, fair value of call option would increase by GEL 2,533, if volatility was 10%
lower call option value would decrease by GEL 2,770. The Group recognised GEL 6,619 (2018: GEL 6,863) unrealised
gains on the call option during the year ended 31 December 2018 within other income, included in revenue in consolidated
income statement.

Tnvestment securities
Fair value of quoted debt and equity investments measured at fair value through other comprehensive income is detived from

quoted market prices in active markets at the reporting date. The fair value of unquoted instruments is estimated by discounting
future cash flows using rates currently available for debt with similar terms, credit risk and remaining maturities.

82

F-162



JSC Georgia Capital and Subsidiaries

Notes to Consolidated Financial Statements

(Thonsands of Georgian Lari)

33. Fair Value Measurement (continued)

Fair value hierarchy

Movements in level 3 financial instruments measured at fair value (applied before 31 Decentber 2019)

The following tables show a reconciliation of the opening and closing amounts of level 3 financial assets which are recorded at

fair value:

At 1 , i Transfer , L At 31 , Investment At 31
Reclassification Gain on Origination Gain on Interest X
Januazy of securities from revaluation December revaluation entity December
2018 AHS 2018 income  classification 2019
Level 3 financial assets
Equity securities at FVOCI 1,153 (1,153) - - - - - - -
Call option - - 10,106 6,863 16,969 7,088 - (23,588) 469
Loans issued - - - - 1,038 1,038 - 183 116,285 117,506

Equity investments at fair value - - - _

- 1,223,651 1,223,651

All investment properties are level 3. Reconciliations of their opening and closing amounts are provided in Notes 14 and 15

respectively.

Description of significant unobservable inputs to valuations of non-financial assets

The following tables show descriptions of significant unobservable inputs to level 3 valuations of investment properties and

revalued properties and equipment:

Valuation Significant Range
2018 v unobservable (weighted
technique .
inputs average)
Investment property 151,232
. 14 - 3,127
Land 49,128  Market approach Price per squatre metre (1,162)
Residential properties 14,196 Market approach Price per square metre 154?4? 4;163,)077
Non-residential properties 87,908
. 165 - 27,883
32,461 Market approach Price per squatre metre (5,089)
o 8% - 10%
Capitalization rate (9%)
55,447 Income approach o I 80% - 90%
ccupancy rate (85%)
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Fair Value Measurement (continued)
Fair value hierarchy (continued)
Description of significant unobservable inputs to valuations of non-financial assets (continued)

All other parameters held constant, increase (decrease) in the rent rate per square meter, price per square meter and
occupancy rate or decrease (increase) in the capitalization rate would result in increase (decrease) in fair value.

Set out below is a comparison by class of the carrying amounts and fair values of the Group’s financial instruments that are carried
in the consolidated historical financial information. The table does not include the fair values of non-financial assets and non-
financial liabilities, or fair values of other smaller financials assets and financial liabilities, fair values of which are materially close to
their carrying values.

Carrying  Fair value Untc:cog nised Carrying  Fair value Untc:cog nised
gain (loss) gain (loss)
value 2019 2019 2019 value 2018 2018 2018
Financial assets
Cash and cash equivalents 117,215 117,215 - 253,349 253,349 -
‘Am‘ougts due from credit i ) ) 40299 40,299 )
institutions
Loans issued 34,378 35,020 642 150,300 163,900 13,600
Financial liabilities
Lease liabilities 630 634 4 8,746 8,767 (21)
Borrowings - - - 764,355 760,767 3,588
Debt securities issued 825,952 829,726 (3,774) 916,401 863,524 52,877
Total unr.ecogm.sed change in (3,136) 70,044
unrealised fair value
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Maturity Analysis

The table below shows an analysis of assets and liabilities analysed according to when they are expected to be recovered or
settled:

31 December 2019 31 December 2018 (restated)*
Less than More than Total Less than More than Total
1 Year 1 Year 1 Year 1 Year
Cash and cash equivalents 117,215 - 117,215 253,349 - 253,349
Amounts due from credit institutions - - - 29,884 10,415 40,299
Marketable securities™® 62,493 - 62,493 71,824 - 71,824
Equity investments at fair value* - 2251,465 2,251,465 457,495 - 457,495
Accounts receivable 1,176 - 1,176 153,106 17,122 170,228
Insurance premiums receivable - - - 57,801 . 57,801
Inventories - - - 211,868 64,362 276,230
Investment properties - - - - 151,232 151,232
Prepayments 384 - 384 62,333 55,485 117,818
Income tax assets - 1,021 1,384 2,405

Property and equipment - 580 580 - 1,573,624 1,573,624
Loans issued 75,363 76,521 151,884 9,438 140,862 150,300
Goodwill - - - - 142,095 142,095
122 122

Intangible assets - - 51,471 51,471
Other assets 5471 1,049 6,520 71,069 30,093 101,162
Total assets 262,102 2,329,737 2,591,839 1,379,188 2,238,145 3,617,333
Accounts payable 1,284 - 1,284 135,826 7,288 143,114
Insurance contracts liabilities - - - 60,555 7,652 68,207
Income tax liabilities - - - 1,119 - 1,119
Deferred income - - - 35,163 27,182 62,345
Borrowings - - - 157,629 606,726 764,355
Debt securities issued 15,860 810,092 825,952 86,089 830,312 916,401
Other liabilities 5,485 921 6,406 128,044 107,136 235,180
Total liabilities 22,629 811,013 833,642 604,425 1,586,296 2,190,721
Net 239,473 1,518,724 1,758,197 774,763 651,849 1,426,612

*nternationally and locally listed debt and equity investments are allocated to "less than 1 year'" rather than based on contractual maturity.
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35. Related Party Disclosures
In accordance with TAS 24 “Related Party Disclosures”, parties are considered to be related if one party has the ability to
control the other party or exercise significant influence over the other party in making financial or operational decisions. In
considering each possible related party relationship, attention is directed to the substance of the relationship, not merely the
legal form.
Related parties may enter into transactions which unrelated parties might not, and transactions between related parties may
not be effected on the same terms, conditions and amounts as transactions between unrelated parties. All transactions with
related parties disclosed below have been conducted on an arm’s length basis.
The volumes of related patty transactions, outstanding balances at period/yeat end, and related expenses and income for
the period are as follows:
31 December 2019 31 December 2018
Joint Entities Joint
Management Ventures Management under Ventures
FEE and Subsidiaries *EFE common and
Associates FREF control** Associates
Assets
Marketable securities - - 22,393 - - -
Prepayments - - 103 - - -
Loans issued* - - 117,506 - - 1,038
Other assets - - 5,313 - - -
R R 145,315 - - 1,038
Liabilities
Accounts Payable - - 125 - - -
Debt securities issued 6,051 - - 2,596 - -
Financial guarantees provided
(notional value) - - 59,376
Other liabilities - - 2,474 - - -
6,051 - 61,975 2,596 - -
2019 2018
Joint Entities Joint
Management Ventures Management under Ventures
X and Subsidiaries FEE common and
Associates FRAF control** Associates
Income and expenses
Gross profit - - - - 1,998 -
Salaries and other employee
benefits - - - - (428) -
Administrative expenses - - - - (527) -
Net foreign currency (loss) - - - - (675) -
Interest income - 199 - - 4,482 73
Interest expense (390) - - - (5,038) -
(390) 199 - - (188) 73

* During the year ended 31 December 2018 and prior to demerger, |SC Georgia Capital issued a loan to the former parent ]SC BGEO Group in the amount
of GELL133,830. Since as at 31 December 2018 (post demerger) |SC BGEO Group does not represent a related party, this loan is not disclosed in the above
table. As at 31 December 2019, one of the Group’s subsidiaries, |SC Georgia Real Estate (formerly JSC m2 Real Estate) has loans issued o a joint venture
and associate. Interest income on loan issned is GEL 199 (2018: GEL 73).

**Entities under common control comprise of BGEO Group PLC’s Banking Business subsidiaries.

*#% Management of |[SC Georgia Capital consist of 5 executives and 6 members of supervisory board.

x#x4kComprise of subsidiaries of ]SC Georgia Capital. Refer to note 2.
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Related Party Disclosures (continued)

Compensation of key management personnel comprised the following:

2019 2018
Salaties and other benefits 2,034 1,731
Share-based payments compensation 12,401 17,854
Total key management compensation 14,435 19,585

Key management personnel do not receive cash settled compensation, except for fixed salaries. The major part of the total
compensation is share-based (Note 31). The number of key management personnel at 31 December 2019 was 10 (31
December 2018: 11).

Events after the Reporting Period

Buyout of the minority shareholder in Renewable Energy

On February 25, 2020 the Group bought out 34.4% stake minority shareholder, RP Global, in Georgian Renewable Power
Company LLC. As part of the buyout, Georgia Capital will pay a fixed cash consideration of GEL 39 million. An additional
deferred adjustable consideration of up to GEL 12.6 million may be payable if actual market electricity sales prices are higher
during 2023-2025 than the Group’s current internal forecasts.

Change in fair value of listed quoted and unquoted investments

As at 8 April 2020, fair value of listed equity investments has declined by 29.8% (or GEL 306,438) compared to 31 December
2019 in light of COVID-19 pandemic impact on stock markets. The fair value of our unquoted portfolio investments may

have increased or decreased since 31 December 2019. The valuations depend on market multiples and outlook and the
direct exposure to the impact of COVID-19 of each particular portfolio investment.
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