Georgian Railway JSC

Consolidated Financial Statements
for 2016



Contents

Independent Auditors’ Report

Consolidated Statement of Financial Mosition Fl

Consolidated Statement of Profit or Loss and Other Comprehensive Income 8

Consolidated Statement of Changes in Equity )

Consolidated Statement of Cash Plows L O

WNotas to the Consolidated Financial Statements 11



KPMG

KPME Georgia LLC

Ind Floor, Besik: Business Canira
4, Besiki Streat

CICE Thilisi. Georga

Telephone +285 322 83 5713
Intarnet  woseew kDt Qe

Independent Auditors’ Report
To the Managarmant Board of Geacrgian Railway JSC
Oginion

We nave avdied the consolidatec financial statements of Georgian Ratway JSC (the
“Company”) and ifs sudsidiacies (the 'Group™), which comprise the consolidated statement af
financial position as &t 31 December 2018, the consolidated statements of proft ar lass and
other samprehansive income. changes in equity and cash flows far the year then ended . and
nates, comprising significant accounting policies and other expanatory infarmatiar.

In our gpinicn, the accompanying consolidated financizl statements presant fairly, in all
malarial respecis, the consalidated financial position of the Graup a8 &t 31 Degember 2015,
ard it3 consoldated financial peformance and its consolidated cash fiows far the year fren
ended in accordance with Intemational Financial Reporiing Standards (IFRS).

Basis for Opinion

We canducted our audit in accardance with Intemarionzl Slardargs on Auditing (1582 Cur
responsibilties under those standares are furiher described in the Avdifors’ Responsiolities
for fhe Audit of the Consolifated Financial Sfatements saclon of aur repotd. We ane
indepencent of the Group in accordance wilh the International Ethics Slandards Bozrd for
Accountants’ Cods of Ethics for Professional Accounfanis (IESBA Code) 2nd wa have fuflied
aur other ethical respons:bilitias \n accordance with the IESBA Code W believe thal tha audit
evicence we have cbitained is sufficient and appropriate o provide a basis for our opinion

Key Audit Matfers

May audit malters are those matters that, in our professional jucgment, weare of most
slgnificance in our audit of the coneclidated financial statemenis of the current pericd. Thess
matters warg addressed in the context of our sudit of the consolidaied finarcial statemeants
ag a who'a, and in farming sur spirion therson, and we do no provide & separata opinion an
these matiers,

Recaverability of construction of Thilisi Bypass project
Pleaze refer ta the Nete 11 in the consoiidated financial statements
The key audit matter | How the matter was addressed in our audit
Toikzi Bypass project has been  Our awdit procedures included:
suspenced since Octobar 2013, | - assessing the phyaical condiban of the constrection in
The iwated  construction  im | pragress with the involvement of an independart
progress represenis @Y% of the Management sxpar
balance sheet total and signficant | — assessing whether thera are necassary plans in place
judgment i= invohved in assassing e urdeniaka the consiruction wnder varaus scenarias
its recoverablity. Therefore, it i3 a giscussad beween the Government of Georgia and
=2y audit matter the Group, This included analysis of the decisions

mads by the Governmant of Georgia and the Group
in respecl of the Toilisi Bypass project and review af

the agreements sgned with the main third party
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Racoverability of construction of Thilisi Bypass project

]

Flease sefer ta the Note 11 in tha sonsolidated financial siatemants.

The key audit matter

| How the matfer wag addressed in our audit

| — assezzing whether thane ane nacesgary rescUrces in

alazs to undertake the conatruciion by analyzing tha
Sroup's cash flow faracasts,

— cansidering the adegquacy of the Group's disclosures
about te urcetainties relaling 1o the construction of

Impairment test of non-current 85sels

Plezsa refar lo the Note 11 ' the consolidalad financial sfat Fmen 5

The key audrt malter

Tkilisi Bypass project.
How ihea maﬂnrwas ﬂ'dd'ressad in our audit

In 2018, the Group experienced a
significant decline in revenues and
cperafing cash flows compared o
the prior year. Congaquently. tne
Croup determined that there is an
irdication of impairmant  ano
conducied an impairment test of
the CGroup's noan-culmant assets
Althaugh the recoverabla arrount
of tre Group's nan-cumant 2ssels
vas determined 1o be Bigher han
= CAMYING arnount, iha
impairment test includes a numbsr

of  critical  estimates  ard
| management  judgment  Also
considering the magnitude of the
Group's  propery.  plant  and

equipment on the balance shest,
wie consider the impairrment 12st a
| key audit matter

Cur acd lprD-E:.vEt.u"Fq incheded: :I

-evalusting the mam assumpiions anc methedoliegy
ueed for the impairment tesl with the inveivement of
our valuation spedcal 5t

— pyaluating the consistency of e main inputs usad in
tha impairment test with the Group's axisting contracts
and publcly avsilsbla information an future trends n
tha induslry and growth in economy oclh in Georgia
and in the regan. Main inpuls inzlude, but are not
limited  to, discount rate, temmnal growth  rate,
forecested wolumas of fransportec goods, EBITDA
marging and capital exparndiluire;

—gorsicering tha aceguacy of the Group's dISCIsUNes
aboul the impairment tast of non-cument assats.

Fair value of the properiy fransferrad to the Government of Gaorgla

Pleasa relar 1o the Hate 18 in the consolidated financial statements.

The key audit marrer

| How fhe matter was addrassed in our gudit

Determinaticn of the fair vaiue of
| tne properly transferad to the
Gawvernment of Georgia invclves
significant judgment and
esbmates. Oiher income resultting
from that fransfer represenis £6%
of ke resuts from  operabing
activities. Thargfore, it is 3 xay
Aaudit matter

e audit proceduras inclu ded

- evaluating the competence, capadllites and
objectivity of tha management expart comrmissicnesd
for the meagurement of the fair valug,

- gyaluating the assumplions and methodologias used
for the wvaluation aof ke transfered propery in
particular, thosa thal are besed on unobearvable
npuls such as size and localon adjustments, with the
involvemen: of cur valuation specialists

— lesting & sampla of positions was performad by our
valuation specialists with referance 1o allemative
comparabie property items. The results of tha testing
by our valuation specialists was compared to that
calcuianed by the management expan:

- gonsidering  whether  fhe  financial  statement

gisclozures  appropriately  reflect  tha  Group's

approach [of the measuremart of the far value of tha

Oropery
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Other Informaiion

Management i¢ respansible for the athar information. The ather infarmaton cemprises e
infarmalion ircluded in the Annual Report bul deoes net include e cansolidatad financial
cratements ard our auditors’ repet therean,  The Annual Report i@ expectad 1o he made
availzbla to us after the date of thie auditors’ repan

Crur cpinicn an the consolidated financial staterments does not cover the siner inforrmation and
we will not express any form of assuranes conclusion erson

i conrection with our audt of the conselidatad financial statemenis, our res pensioility & e
cead the other nformaton dentfied above when it becomes available and. in ¢oing 50,
~ansidar whelner tie ather infarmabon 5 matarally inconsislent with Lhe consclidatec
Fnareial siatements or ou- knowledge oblained in the audit, or olherwse appears to ba
materially mizsated

Responsibilities of Managemant and Those Charged with Governance for the
Consolidated Financial Statements

Mznagement is responsibia for he preparaion and fair presentation of the consalicdated
firnancial statemems in accordanca with IFRS, and o such internal contral @& managamant
dEsmrmines s necessary to enable the preparation of sansalidstad financizl statements thal
are fres from materal misstatement, whathar dua 10 fraud ar emror

In preparing the consolidatec fina neial statements, managarnert is responsible for agsessirg
the Group's ability to continua @8 8 going CoONCer, disciasing, as applicabla, matiers related
1o going cohcemn and using the going concern basis of accourting unless mansgement aithar
Atends ta liquidate the Group ar 1o caase operations, ar has na realistic allem ative bul o do

= .
i

Trpea cnarged with govemance are respansible far oversacing the Group's financial reporting
AIOCESS.

Auditors’ Responsibifities for the Audlt of the Censolidated Financial
Statements

Cgr objectives ara to aotain reaserable sssurance about whether the consalidated financial
statements as a whole are freg from materia: misstatarment wnetner due to fraud or ermor, @nd
to issuE an auditors’ report that includes our opinion. Reasonable assurance is & high level of
secirance bul s nat a guarantae that an auditcon dustad in accardanoe with 1548 will always
desect a matenal missstemant when it axists. Misstaements can anse fram {raud ar erar
and are considered matedal if indwidually or in the aggregate, ey could reaschanly be
expecied to influence tne econemic deciBions of users taken on the basis of these
consolidated linancial statements.

As part af an audit in accorcance Wil 545, we exe-sise professional judgrnant anc rraintain
professional skeplicism throughaut the audit, We also

— |dentfy znd assess the risks of materal misslatemeart of the consclidated linancial
statements, whather due o frawd or error design and perform audit procadures
aznpnsive 1o those risks, ano chlain sudit evidence thal 1s sufficient and aporepriate to
provige a basis for cur ooinion. The risk of not detecling & material missialemant regulting
fremn fraud (@ highar than for one resuling from error, as fraud may involve coltlusiarn,
Fergery. ntentional amissions, Misrepresentations or the ovarride of internal contral

_ Oibtain an understanding of intarnal control relevant to he audit i arder o design audil
procedures that are approprizte in e circumstances, but nat fer the parpose of
ewnrecsing an opman on the effectiveness of the Croua's imtermal control.
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—  Evaluate lhe sppropriafencss of sccounting policies used and the reasorableness of
accounting estimates and relsted disclosures mada by management.

—  {Ceaclude on the appropnatensas of management's use af the gaing concern basis of
accounting anc, based on tha audi evidence cblained, whathar a materal uncertainty
axiste relatad to avents or condiions thal may cast signitcant doubt on the Sroeup's ability
by confinua as a going cancern. |f we sonclude that a material uncertainty exists, we ans
raguired to draw allention in aur avdilors' report to the relaied disclosures in tha
consalidated financial statements or i such disclosures are nadequate, to modify aur
apiniar. Our conclusions are based an the audit evidence chiained up o the date of our
auditors' report. Howaver, fulure gvenis or conditions may cause the Grougo [0 Ce@s2 0
cantinJde as a going concarn.

—  Evaluale the overall presentation, structure and contant of the consalidated financizl
statemenis, inciuding the disclosures, and whathar the consolidated fimanzial statements
rapresent the underlying fransactions and ewents In & manner that achieves fair
presentation.

—  Oblaln sufficient aporopriate audit evidence regarding the financial infarmation of he
antitias or business actvities winin the Group 1o express an coltion on the coneal dated
Lnancal statamants. We are responsiole for the direction, supervsion and Qe OIMENGE
of the group audit. We remain solely responsiole for our audi Cpinion

W earnmunicata wilh hose charged wilh governance sagarding, amanrg ather matiers, the
planned scope and timing of the audit and significant audit findings, incleding any significant
deficioncies in inte-nal control that we identify during our audit

We also provide thase charged with govemance with a siatement that wi have complied with
relevant ethical requiremenis regarding independence, and comm unicate with therm all
relatanships and ather matiers that may reasanably be thought to bear on our indapardence,
and where applicanle, related safeguards.

Erom tha matters communicates with thase cnarged with governance, we delermine thoss
enaters that were of most significance in the audit of the consolidated financial stalomants of
the currant period and ase thersfore the key audit mattars. We describe those matters in our
apdfars repart unless law er ragulation precludes public disclosure abaut the matter crwhear,
in extremely rare circumstances, we delermine that a matter should nof be communicated in
our report becaese the adverse CONSequUEncas: af doing so would reascnably be expectad 1o
sutwelgh the public intersst benefit: of such communicaton

The engagemant partner on thesuditresylting in this iIncependart auditers' repart 15
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Asspds

Propecty, plant and eguipment
Dorlerred Ly assels

Logns receivahls

UIther mon-current assels
Mon-curren| assels

Imvaniries

Loans seceival e

Tax assors

Trade and other receivibles

Prepaynents and other current pssely

Cish anid wash equivalents
{'urrenl assets

Tuotul assels

Equity
St (:HF!-iI.H.I

Somegiesd pwencr cantribution reserve

Retained carpings
Tedal vepuidy

Liabilifie:
Laoans and borrawings

Advange receivad Tom the Government

Trace and uther payables
PIeferied tax liabilities
Moi-current liabilitivs

Lixans e barmowings

Tride and ol pavatlcs
Lighilities o the Governimaent
Mravizions

Ciividend pavable

Uitlr current liabilisies
Current liabilitics

Total lHahllitics

Tokwl equity and liabilitics

freargrivoe Raifwap J5C

Cangalidaned Hmiomear ol Faganeia! Pagpenas g 3T December 200G
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2016 2015

2.623,594 2,483,383
i 1.0

35717 2
147,563 147 998
2,806,476 1432485
24,757 34768
31,974 38,341
23 2,007
DL 0645
350 Sl
277,453 204,784
418,307 161,432
1,725 683 3,093,417
| 033,004 S2 R0
08,312 34,54
447, 960) LR
1,599,276 1ATL2I0
L 361,602 1,193,340
13,800 271748

: 12

: 43024
1,435,411 1 A50,060
37.172 44,833
09,638 §9,233
a450 LRATER

L LA

- 1062

7 240 10,474
140,905 164,630
1,626,407 1,622,707
3,225,683 3093917

The consolideted statement of financial position w to be read in conjongtion witl the notes wo. and [ivrmming, pait

af, the consnbidated Srancial statemenls seoant on pages 11 o dd,
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et et Sievaamaed of Prefii or Lo aea Cibee Comevabannie s for 2004
R LTS L e 2000 2015
Revenne 5 4344923 ﬁ'-'-i,?'?_"-
Lngsansie Frowms e trins lemred prosperly 1 8[e} 0.2 75001
Other income 19,12 23208
Ernzloves benaiisg expen-ag T [REHE
Depreciabion and gmartizatica cxpense (INAZET P10
Elxan ity arpurnehles and rrnnlerance cosy T 14T, 2R VELHET)
{ither exmenses " A3 RG] 133205
Results Troms operating activitics TR.4EH Illi,ﬂl
Fimance incime H] e Zlns3l
Firemce 203ts L [ B Ik (215,333
il ligmee coslx (148237 I'.Ill.-l..-'ll.i-}
Frofit Wloss) belore niceme Toe, 2ixT 1"'{i,1]‘.'.1r
lirecen s s Laenchi IE EER LG.553
Frifil Ahesp and latal vomprehensive ineomed lose ) - -
for the year oL el 105407

[ bese consolidiled financl statements were approved by the Management Bozed on 3 May 2007 and
wene sizned on 10 behall oy

_._.| it s
E —"ff’.f"-'*’
Mamuka Bakhrad
. i M &
Creneral Direstior

Tamie _|+|'L_;_ r ¥
- = -
Chief Acenirr—

5

The conmalidnted suaeracar of profis of loss acd o somprelcmaive piome s e be e Do coaduneizn ik
the sk G lorvaing port of e conselickinsd Toancie stalevcss seout oo gaged 1w 1s,
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Sl Mon-cash
ner Relained :
Total couity
raplial contributian e rnings AR

"HH GEL —— FESLIVE =
Balunes s | Fanpary 2005 Ls a2z 34214 47hR, 355 1.562.951
Tobml comprehensive loss Tur the year
Lowss and tetil camprehensive loss tor the _ (65,407} (65457
year =
Transactions with owncrs, rerorded
dircetly in gty
Mrividends to cquity holders (nols 15{d)h - - {15:537) 1A
Mut pemeash contrinitions by and T

R E - an q03 . (210 (307}
dizrributions b owners (o (8030 s e EEEET : =
T:ntal. n'zfusa-:tilnns with ewners, recorded 43 L {16,447 TELRIEEY
directly in equily - y il
Balance at 31 December 2005 LAE2 BlS 4204 354,34 1471210
Baloncs at 1 Januwrs 2406 14437008 32,214 3k4.591 IA7LZIN
Tuta] comprehensive ienine for the year
Frofit and wial cornprebensive incame for : . 65100 55,126
ihe year .
Pramsuciions with owners, rocorded
direetly in cguity
Ireresse nsbeaie capial (note 18 () EL) 1z - 52l
Hnn..:,asl:i aueTier coatritinn fam marness B L&3] Z 1431
TR C B
Reverszl of deferred Lax assel (note 10 (1) - = {4,337 {1557
Transter of the property W the Government i 6345 . 60145
(rote 1& el )
Taslpld 1r:-|.||rz|1.'li.r|:|.'& with owners, recorded 199 64,188 (1,887) #2940
direetly in cguity - el
Hulnnee at 51 December 2006 1053, 004 _ Yy 312 447,960 = 1.5'?'?.:3 "fi

4

The comsolidarad starement of changes in squity &t be read inconjunetion witl the retes to. and formeng past o,
she consolidated financial stateiments et oot on pages 11 w42,
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Cash Nows from operaling selivities

Cuzh receiplz from cusiomens

Cas paid ro suppliess und smployaes

Cush fows feom operations before inconee axes paid

Income tisx paid

Met cwsh Trom operating activitics

Cash flows from investing activities

Acuisition of property, plam ard eyuipiea
Procests Fom sale of property, plant and egui pacnt
litzrest received

Dividerds recaived

[rarasce of the losms

Fepiement of the issucd loans

Mt cash used in investing actlvitics

Cash flews from finnncing activities
Prowceeds feom borrowings
Fepaviment of bormewings

lirzrzst paid

Ciividenils paud

Mgt cash used in Tinawelng activitivs

et decrcase in cash and cash equbvalents
Cosh ond eask equivalens at | Japwacy

Fffeer of cxcharee rufe uchtions o cash and casi
cquiwilenis

Cash and eash eyguivalents at 31 December 17

Greorgime Biitwap JEC
Cemreadidiood Sionement o Cark Pl e 2008

ML 2LE
446,742 hd, B4
(2641020 CIG025T)
192, G4k 304607
{5229 (5121
187,411 Lﬂ'ﬁ
[2001,274] (154 993
3,550 -
22,435 200,447
E.O75 -
(32,563) (34,507)
17838 -
(168,137) (174,508)
43,544 -
] (62,514
(%1.958) (45,7113
(LE0T) Ly
(51.206) (A T009T)
(51,934) EERITY
244, 7K FN0YES
I3.103 EL Rt b
177,051 a4 TH4

The consalidued stasement of cash flows is w0 be raad in conjunction with the notes to. ard furning part of, the

consniidated financial statenents setout on pages 11 o 44,
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Reporting entity
{zenrgiun business environment

The CGroup's operations are primarily Jocated in Georgia, Conseguantly, the Gronp ix exposed to Ow
seonanic and Grancial markets of Geargia, which display characterislics of an emerging market, The
lepal, tax and repulatory framewerss continue development, but are subject to varying inlerpoetatinns
and frequent changes which ogether with ather l2gal and Dseal impediments contribute e the
challenges faced by entitics operating m Georgia. The vonsnlideted financial statements reflect
management's asscsament of the impact of the Georgian business covirenment on the aperations
and the Grancial positics of the Group, The fulure business eavironment may diffier from menagement’s
SRS SEIMENT,

Orepanisation and operations

Ciooraian Railway JSC {the “Company™ and itz subsidiaries (the “Gronp’”) comprise Cicoraian joint
stock and limited liabiling companics as defined in the Civil Code of Geergia, The Company wis
gatablished as a srate-owned cntcrprise in December 105 b the Deeree ol the President of Cleorgia @
979 uy an entity enenged in the provision of milway Tanspetation services in Georgia.

The Company’s reaistered office is 15 Queen Tamar Avenie, 'bilisi 0112, Geoagia.

The Giroup’s principal sclivity 35 the operation of & nationwide raitway system providing tfreight and
passenger  Lransporiulion services, freight forwarding serviecs, maintenance and development of
raibaay infrastruciure and construction af raibway Lnes wirhin Creorgia,

The Company is whelly owned by Partnership Fund J15C, a whelly state-owned company. The ultimale
controlling purty of the Ciroup is the Guverniment of Georgia. Telated party ransactions arc dis¢losed
i nare 28,

BBasis of accounting
Statement of compliance

Thess eonsulidated financial statements have been prepared in accordance with International Financial
Reporling Standards {“1FRSs7).

Functional and presentation currency

The national corrency of Geergia s the Geongian 1.an {3 EL7Y, which is the Company's [uncticnul
currency and the curceney in which these consalidated financiul statements are presented, All financal
information presented i GEL has been patmced e the nearest thausand,

Usc of estimates and judgments

I'he preparation ol eonsalidated Snancial statements in conlormity with IFRSs reguires management
by make judements, ctimales and assupptions that atfect the application of accuunting, policies and
the reported amounts of asiels, lighililies. income und expenses, Actual results my ditfer froan those
cabimates

Eatimates and underbvitg assumptions are reviewed v an angeing hasis. Revisions (0 aszounting
cstimates are recopmised in the perind in whizh the estimates e revised and inoany fufure periods
attected.
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Infarmation about critical judgments in applying acccunting palicies that have the mast significant
cFfecl on the amounts recognised in the consolidated Gpancial statements is inchuded in the fellowme
ngles:

e Mare 30 (hii) — useful ves and residval values af property, plant sod equiprsnt;

o Mete 23 (B - impainnent allpwanees [or rrade end ather receivahles;

s Nate 17 - classification of Ueposits with original materiiies af muore than three manths as cush and
cash eqinvilents,

« Mot |8 (2)— M valoe el e tand plots transferred wo he CGrovernment of Georgia

infursnation whout assumptions and estimalion nrceriaintics that have a significant risk of resulting i 3
material adjustment within the pext financial vear iz included in the following notes:

«  Note L] () = recoverahility of construetion of Thilisi Bypass project;

s Note 11 {b) - impaivment tesl: key assunptions underbying the receverable amount of non-current
aaects;

e Noete 23 (BN - recoverahibity of loans issued.

Mewsurement af fuir values

Tair valuss are catesorised into different levels ina fair value hivcarchy based on the inputs used in the
valuation tachnigques as ollows:

e Leved It quoted prices (unadjusted) in active markets for identical assets or lighililies

o Leved 20 inputs other than gueted prives included in Level | that are ehacrvable for the asset or
liahility, either directiy (Le, as prLEEs ) ar indirecely {i.g derived from piices).

e fevel I inputs for the asset or liability that are not hased an abservahle market data {unabservahle
ingits}.

If the inputs used to measure the gair value af an assct or a liability might be categorise: i ditforent
levels af the fair value hiemarchy, then the fuir vales measurement is categrrsed in its entirety in the
same level of the fair value hierarchy g the luwest level input that is significant to the enlice
measurement.

Frrthier information ahoul the assumptions made i mcasuring fair valoes is incladed in e following
noles:

o Mot 27 (a1 - fair value of fnancial wssers and liahilities,
e Mote 18 ey Gir value of the lund plots tea nefermel 10 the Government of Georgia.

Operating segments

Fhe Group has teo reportable segments, 5 deserihed below, which are the Group’s strategic Msingss
units The stratepic business naits ulfer dilfercnt praducts wod servives, and arc munaged separafely
hecause they require different technology and markeling straegics. For cach af the straleme
business units, the Geoup's Management Board reviews internal manpgement reports on &l leasta
gnarterly Dasis. The following summary deseribes e eperations in sach of the Giroup's reportable
seaments:

o Freioht hepnsporiotion. Inelodes transpartation of goods and cominadities and related services.
s Passerger ironsporiation. neludes Lrans postation of passcnies,

There are iy inter-segment charies,

Information reganding the resulls of epch repurtable segment 1 included helow, Performance i3
meysured bosed on segmenl profil before nlrastructure sosls. which are the gost of maintaming the
|2
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MNoweer 1 e Ceesotioleed Fiorersl Shavemeenis for 200G

rail network used by both reportable segments, contral overheads, inlerest and ingome tax, a3
included in the internal management reports that are reviewed by the Group's Management Board.
Segment profit is used 1o measure performance az management believes that such information is
the muost relevant in evaluating the results of certain sepments relative 1o ofher entitics that operate
within these industries. The Group's Manegement Board does not monitor segment labilities,

Informarion abows reporncbie segmenty

Freicht Pussengoer
transparialion transportation Tuotal

N GEL 214 205 16 215 2004 s
Extermal reveroes A12, 116 33Z 24U IH,ﬂlli 15,457 430123 u
]Jcprn:_‘;m‘:_‘.un an (41,638} (42211) CRERY PREEY {ED U8R 151,555
amartizacian o
Kencriahle segment
profit o) el S -mp i 16 A48 18RI 737 751 140 685
infrastucture casts, not L A Y L s i
interest cost and incoms s . =i
Reportalle seament assets 19 903 361,750 163350 113,204 533,253 474945
Capitzl cxpenditure and other =
a1 acn=carrent 20,504 G624 55,008 1 e Th, 502 40,305

JARLEA

Reconcillations of repartable segmenl reveiies, profit or loss, assets amd offier materi il dtenns

"HHF G EL

[y Enpes

Total revenue for reporiaale sesmenis
ST revenue

Coansolidated revenue

Prafit ar loss

Tota) profic or lss loe reporrable seziments

Employee henefits cxponse — nfrastrociure and headguarters
Dheprecialion expenscs — nfrastructurs and headguarters

Ml [ingnee costs

Chher net unallecated income’ (dapenses]

Ctonselidated prafin loss) Defore incoms iy

Acsels

Tolal assets For reportable segments

Properiv, plant and equipment - infresweatune gnd headquarters

Oither ungHocated pezets, poecipally cash ond nen-curnen] asscls

Conselidnted tolnl pssels

216

438,123
i 794
439922

111,953

PSR.266)
{53254
(1492213
56,285
26,267

574,253
2,128,459
363,471
3,225,bR3

015

e
0. FEE
574,773

359 KA
(58,530
(52,861
(294.423)
(20013}
(76,052}

474 wh3
1,033,150

545 Al
343,917
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Oher meaterial ey 2010

‘g GEL

Capita! expenditure and other pelditions to
non-cumenl waacts

Dhepreiation and gmartizazion

Opher materiaf itemy 2015

" GEL

Capiral expendinone and other additions i
NOT-CAUrTEnD BRSNS

Diepresiataen and gnortization

Crevpraphiical fnfbrmtion

Approxinstely Y0 of the Group’s revenus i\ peperated

fecrginn Rl S50

Maion b the Canrelivhaed Foavcial Sramemeais foe 2000

Hepartable InFrastructore Lansalidated
segment totalk and hendguarters inials
Th, 52 1TER5S 255, 0l
54,987 55,284 I, 267
Hegeariable Inlrustraciurs Camsolidatel
segnaynl intals and hendguarters fulnls
0,304 LE] 04y 144,558
SE.555 2R 104 4t

C1% countrics. The non-current sssels of g Grow) are Jocatad in Gecr.

Major customier

In 2016 ene custamer of the Group’s freight transpuonan
of the Creup's total revenue (GEL 37,190 thousand), In
transportation segment represented appioximutely 228 af the

thasand].
Hevenue

WM GEL
['retiht troltis
Luogistic services™
Pazscnzer ralTie
Frefoht car reirzal

Ukl

* In 2014 the Giroup separated revenoe generated fiom Jogistic services from the
As a result, comparatives were also amendad,

Railrosd wansportation in leorgia is o natural me

in Genreia with the remainder generated in

om sepment represented ppraximately 13%
2015 one customer of the Group’s freight

Ciroup’'s total revenue (GEL 125727

MG P
3 586 -1?[,*-1.;
52,542 il K
e, oo 15,457
12.443R 2.2
4,700 0,988
439,912 5'.’:1-.‘."'.'._

frodgla traffic revenue.

nopoly; however the prices ane nat subject o

aovernment regulation. According te clanss (4 of the Railway Code af Georgia, which eame into fomce

on 1 Juby 20905, the ¢iovernment ol Georgiy ullow
including Teeight transportation, freighl transportation-related

[rENSpOriation.

‘Parilts tor freight mansportation are based o
s ca-sionalery of e Tanfl Agreoment trgeth
The partics to Lhe Agreement huld annual ¢o
vear; cach party declares tarifls denomiated

nferences to determnine the ©

ed the Group Lo set the prices for all services provided,
mlditional senvices and passenger

n the International Rail Transil Taviff. The Girovp is
er with 15 eouniries, Latvia, |ithuania and Estrnia.
ariff policy far the fallowing
i Swiss [rones (CHF) for railway transpartation and
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states the gencral rules that apply to and modily tarifts, The agreed tariffz indicate the maximum level

ot arifs applicuble,

Electricity, consumables and maintenance costs

Hh0g G EL A0 s
Flectrizity - 21087 0434
hdazerials 14.121 14,276
Repair and mpintenance® 7,175 15,420
Fuel 4 306 5,407
Eifl.,-'il"l'.'

47,289

=

= During 2016 the Group reclasaiticd repair and mainenance costs from other exponses to electricity,
consumanles and maintenance costs. Thie presentation is more consistent with the strumirs ol the

Cirnnp’s operalions. As a resull, comparatives were also am ended.

Other expenscs

i SEL 6 TS
Taxes otber an income @ 25:-.4'; 25,950
Lamisiic services 14270 17157
Koeurity K2R §.734
Freight car rantal 4407 1,zZ1n
Cber 0AR LG 095
T anses 3,208
Finance income and [inance cosis T
MMM L i A0EA
Heengnised in profit or loss
[riteresl incoarne 23882 20852
Finance income 13,562 201,932
Irnpanrementt logs om trede receivablas (nede 23 (0] [7.972) (28 R2T)
[nlzsrasl expenas (52,822) (5% R0}
Mt fareign cxchengs loss (112,309, (ZZRAST)
Findoee cosis (173,145} [315.'-"55;
Mei Mnance costs reengnised in profit or bess LHE'.EE (2ud1h)
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Income tax benefit
Amounts recngnized in profit or Ioss

Vhe Group™s applicable income rax tate s the insome tax rate of 15% for Georgian companies.

" GEL pLIRE 2015

{urrent 1axX CLpense

Cuttent year 5532 3032
5,531 2,052
Deferred tax henelit N
Originorion aml reversal of rempurary difforences = (15,6077
Change in recopnised emporary diffeicnees (11.391) -
(due o chisge in the legislivong
AR REN} (H0,555)

Reversal of previowsly recognized deforred tax assers and liabilities is altributable to changes n
Genrgian o legislation. On 13 May 2006 the Marliament of Georgia passed a Lill on corposate income
b relomn (alsn known as the Kstonian model of corporate taxationd, which mainly ransfors the momant
of faxation frome whes taxable profis ane earned to when they are distributed. The law i effective lor
tax periods starring ufter 1 Janvare 2007, Considering that the change in the (reorgian Tax Code was
enueted before the reporting date, the Group has reeogmzed e full eflevt of the change by
derecngnizing previoushy recognized deferred tax assets and liabilitics through either the current perivd
comsolidated statement of profit or loss or through e rerained earnings, depending on where the
defereed tax was injtially recopnizsd. The deferred tax assets and liakilitizs initially recognized in equily
as part of the Group’s manzition to IFRSs was reversed thiough the consalidated statement of prediy or
lergs,
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Recomeiliatinn of cffective tax ratle:

2l 2015
by ZEL Yo i GEL b

Frofis lees) befea incoing 12y 0287 -i.f.lf.l ['-'éullﬂ} _ Lon
Income tax at appiicuble s mi 3240 15 (11,4085 s
Mot non-deductible exprnses - . K53 (7
I'_‘nh.ungc in rﬁuu%nlﬁrdmlt::_r.pucw}' dilferancasy (42,799 (183 : y
[z v change n che Teaislarion)

1AR.859) (148 { ML AS5) F1

(b Recopnised delerred tux assets and liabilities

Diefermed tax assets and Boabilities are attributahle 1o the following:

Assely Liahilitics Mt )
WMy GEL jl{l e E HI-I-I-‘;- M5 201k ) i
Prageimy, plant and cquipment ‘ - - {L02.153) - - (102,131
Chher non-cemmenl wssels - - - (2497 - {207
Inwenioric: [.219 - - TR
Trade and other reseivibles 21156 - . - 21,134
Prepaymonts and ather current _ | 636 . E 1,438
sy
Loans and borvowings 6,277 - . - T
Trade and othat peyables 124 - - 20
Prowisions 248 - . . 1.24%
Cihes curvent labilitics LM ) - 045
Tax lazss corme-torwnds |'-'.1-f.-_ - £ 17,215
Tux gssetsTinhilities - 9,596 (102,430) . (42,534
Sor off of tax 5 (38502 = -“f\_i N 5
et tay asscts{liabilitics) 1,094 - {42028 = (2,534
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Movement in lemporary differences during the year

Sl sl T R e

R LR £ N eqaity
Properne, plint and equipmen: L R 103 601 {1.557] _
Ol non-gurTenl assets Ci8T) 2%y - -
[l aos gl {10,.514) 3 -
Trude znd aiher reccivablas 21136 (21,136) . =
Mrepayments amd other currenl g-sels .63 (LG3G) -
Laris and borrowings 0,277 {6,277
Trade and orher pavables 129 Ol -
Provisiong 1,345 [ 1,24%]
Other current labilities 1,047 (1,047 -
Tax loss carry: ferwards [7.21% L7218 . -

. (42.434) N :14.3'3'1 - (1.557)

| Januwary Rrcopnised in - 31 December
i GEL s prrenfit or bess sz
Property, plant and equipmzng (95,270 ey 02135
Cither nnn-Currsnt J5ses £ (3431 e |
Inventeries 306 403 14,219
Trade and oftier receivablzs 15653 A48 21,154
Pzzpayments aid other curmenl a5t B340 - 1636
L.oans and bornewings 4 BRh 30 6,277
I'tade and other payahbles A3 {553) 124
Meawisiong o AR2 1249%
Corles curvent babilities THik Zal i
Tax loss carryv-lorwards L3257 15.66| 172 Ii
B (3840 15,607 (421,854}
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11. Property, plant and equipment

Trinspnrt,
machinery,
Buibdings pnd Rail frach equipment  Construction

HHE ZEL _ Lamd comstructions  inlrastructure _and other _in progress Total
Cost or deeniied cosf
Balance al 1 Januzry 2013 843952 134,427 B71.630 BET 3L 637,859 1075312
Adihiticns Al 1,753 JA. 520 L 86624 21237
Disposuls and wiite oils (120 (4,984} (14,485 {36,278 171 (A7.918)
TransFars [,240 Taf 46,3137 27 388 {75584}
Balanve at 31 Devember g
ai8 545,471 1 3, iy 003,552 2,223 T4k, 482 3229733
Palance at | Januare 2018 545471 IR Q03553 gL TR AR 1220 TSR
Atditions 204 41 gL Th4n 142,052 254,179
[niaposals aml write off: (39170 (141 (12421 (10 adh) (1,372 (29,344}
Translars o Inz 19% AT 5,845 (54,5821 -
e 31 December qyq g i29,841 Q4266 96B.064  HT4SR0 3454613
Trepreciating
Belence al 1 January 215 a0,175 264800 aif2,018 . GaT A
Depreciation for the your 4,001 40,910 AL L - [4,368
Drisposals and write ol w 15,0341 U:_l.'_i-hﬂ — {35,713} il (55,0023
Hulance at 31 ecember
W= - 19,203 141,436 428,701 T, 340
Balonce a1 | January 2016 - 20,2015 Q0430 425 Tk - TG40
[xepreciation fr the vear - 4.21% 44 ks 57,833 106,088
Dispocals and wrile offs - - L2 EET] [9,241) [Z1.40%]
Bleat/ Sk i : 33413 123294 47412 TR
e ORI
Al January 2005 43,632 [{:1,252 alin TR 483,374 G178 Z2O7VE11E
At 31 Drevember 2013 348,471 100 $4Hl 612,116 476,524 TARAED 2483353
A3 recember 2R S48 0462 ':Tlf:u,-ilﬁ 16,972 403,75 H74.580 _Z,ﬁZJ.F‘J_-l-_

Constrsclion in progress

(B

Puring the year ended 31 Deeember 2010 the Grrowp started two lurge capital projects {included n
copstrection i progress): the Main Line Madermization and the Thilisi Bypass and starfed Lo weur
expendilures for the projects in September 3010 and Moyember 2010 respectively. To partly finanze the
prajects the Group issued unsecured bands D T 2002, the Group redesmed the bunds issued in
2000 by issuing new bands far general carpordis and liquidity management purposes (566 nols 2m

Al the barrowing costs of the 2010 unsecured honds allneated o each project o a §8%H 1% bisis were
capitalized upon starting Lo newr cxpenditures for fhc prajects, The inferest on the bonds issued in 2012
was capitalized to the two profects in proporion Lo the cosls incurred o the projects based on
capilalization tate of 8% (2013: 8%). Capitalised bormowing £osts during 2016 relared o the “ain Ling
udernization project umonnted w GE1L 42,536 thousand (2015 GEL 33,2 10 thausund |
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T June 2013 the Giroup announced a decision do redesign the Thilisi Bypass project. The Group held
necetiations with the Government of Geargia and with the main third parly construclion companics o
waree o plan [or the conservation of the project for the pericd of redesigning, All consmrustion works in
progress were substantially completed by the end of Ocober 2013 and further construction was
suspended. No borrowing ¢osts are ¢apitalised after October 2013,

In March 20074, the Government of Georgia decided that the suspension of the constenetion of Thilis
Bvpass project will last for 18 months until the final modilied project 1§ presented,

uring 20135 and 2016, the Group was in dissossion with the Ubilisi City Hall and the Crovernment of
Georgia abont variaus seenarins of completing the project, The mast recent scenarios under discussion
include an aption envisaging @ change of the ariginal bypass location, becanse of which the exasting
bapuss infrastrecture may beceme redundant. As al 31 Deoember 2016 and the date these consclidied
financial atatements were authorized for issue, o decision was made by the Government of Crenrgia
abeut the redesign of the Thilisi Bypass praject. The Group has nel yet developed the plan how this
redundant infrastrzenire may be used in future incase the above mentioned scenario is approved by the
Ciovernment, Currently, en independent wanagement expert is performine feasibiity study tor the most
recent seenurios ol the completion of the Bypass project discussed with the Government. The feasibiliy
study also inchudes dererminatinn of the Tulure use of the existing infrastructure. shouwld it become
redundant, The options of fulure use of the infrastructure are bvpass aulvmobile road, light rail!
extersion of the Thilisi Metra Svstem, freizht depol. The feasibility study is not comnpleted us a1 e dise
these consalidated financial stutements were avthorized for issue.

The Group extended construction contract with the main thind party constructicn companies fo allow
for the final decision to be made wilth regacds o the project.

Impairment (est

Al December 2016, dus to deeline of net vperating cash flowes in 2016 comparsd 1o prios year, the
Gireup determined that there is an indication of impainment of the Group's non-current assets (relemred
ag “the CGU™). The recoverable amomnt of the CGOU was based on its value in use, deermined by
discounting future cash flows o be penersted fiom the continuing use of the COLL The recoverable
arncint of the CGU was determined to be higher then its carrving antount and, respeclively, ne
enpairmient loss was recegnized.

Phe fallewing key assumptions arc used in the estimation of fhe reeoverahle pmound:

s Cash Mows are projected hased on aciuul operating resules and the Group's Nve-year business
plam. A lang-term pronath rate Tur the terminal perind is determined as approximate long- term
connomy growth [forecast for Georgia and the region affecting the Group s eperiliuns,

= Cash Aows inelude annual mainlenance capital expenditure und payments for the finzlizution
ot the mndernization project and ypass praject under original seemario;

a A pre-tax discount rate of ©.9% s applicd in derermining the recoverable amaunt af the CGLL
The dizcount rate reflects the required rate of return Jor the cash flows on the mvesied capital
of similar companies denominated in LISTH

The aheve catimates arc particularly sensitive towards chanees in the discount ratz, An incrense el 2%
pont in the discount rate wsed wonld have resulled i an impaiement loss of approximately GEL 100
rrnil lium.

Capital contributions

Lhe Govemment of Geargia contrilutes certuin property, plant and equipment in te form af an increuse
in share capital, 1n 2016 and 2015 the shire capital has heen increwsed by the fair valus of these assels
of GEL £21 thousend and GEL 402 theusand respectively (s6¢ note T8 [a)).

z0
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(d)  Security

131 Decomber 2016 properiy with o carnydna ameunt of GLL 52 330 thousand (201 3: none) 13 pledged
in respect of the secured luan {see fote 20,

12. Loans receivable
This note provides information about {he conteactual terms of the Group’s interesi-bearing loans

peoeivalile, which are measured at amartised coat. Tor mares infonnation about the (irpup’s expasins Lo
inlerest vate. torcian cumeney and credit risk, see nots LX

0o GEL 014 013

NGR-C U rTERE ANELS o -

Entity managed by ha Gron® 18,5431 -

Parean guripany ThflG -
E 35,717 - _

Crrrradl eisels
Prtity miriagad by the Grou p* R ]
Srae cortrolles enticy - EE- TR

3,974 ELMES

fo;  Terms and deln repayment schedule
Terma gnd conditions of cutstanding laana were as [ellows:

31 December 2014 31 Dovember 20008

Mo inal
interesi  Yearof  FU€ Carrying Fuce  Cyerving
00 GEL Carreney rate maturity voelae amount valoe A ML
Srate controlled enity LIS [{1.5% 056 - - 35541 ik, 3
Enlity rmanagzd by e Group® LIST 0 20r23 23RT5 22875 -
Paromt Conipany [0 A% 021 14,816 &5 16 . -
Tutnl interesti-hearing assels 39,641 39,641 LN 38,34

s The loun is issued 1o o terminal storuge COpay. which 1 wnder the management of the Group uatil
2023
B e
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(ther non-current assels

Wl GEL

Prepayinents [(or NOm-CusienT assels
Canstiuction matzrials

Caondwill

hher

Inventorics

00 kL
hdazeranls
Fuel

il

{Hher

Allowance Mo invertony oxolescenge

Reversal af previous write-town of inventonias

Trade and other receivables

i GEL
Trade reccivables

I rgpasrenent altowance o rade peccivablas

Reccivable fram the Gavernir ot {nnte L4 {en

Dither reos vabies

Genrgiar Kathiay 450

g o che Conealidoie Cire il Blelenie i for 2

i et |

T mww saa4

43,457 §6.232

16 I

3,184 3374

T mses | 14708
ih 215

T mmr | aaa

2,105 2,086

1499 2,108

2,857 4,203

T aass 38T

(5,436) (3,077}

29,752 4,766

o _54; = 2T
1016 2013

o 231,117 STIL

(151,372} (140 416)

o s

23,690
21 LTl
T e Thads

The Ciroup's exposure Lo credil and surrney risks und impairment losses related Lo trade and other

paceivahlos are disclosed mowote 23

Prepayments and other current assets

THEY G EL
Tuxes, other (han on ineome

Adwances pand 1o supplicr:

1014 I E
3 10,506
150 LR

| ]
k2



7.

18.

{u)

(h)

G v Riviiway A3E
Water d the Cangolidoted Mgl Saleme e e s

Cash and cash equivalents

Wk L 2006 205

Curreni accounis i banks N EEE,UE S 142,553
Cali deposits 35,437 151.77

Pty sl Al il
Cusli and gosh equivalents in the ennsolidated stntement of ) o
:.Ilzmﬁsti position end the consolidated statement of cash TT.UsA T04.7RL

Cull depnsits reprosent 1m depasits with hanks with aturities greater than diree months from fhe
acguisition date but for which the Group has the vnilateral dght W withdruw the depasits wirhin a
fow days of providing petification willout incusring penalties o spmificant loss al interesl
Consequently, those leim deposits have heen classiticd in aceordance with their nanre which is that of
4 vall deposit

The Ciroup’s cxpostie o inlersst Tale pisk 1 diselosed in note 22

Eguity and liabilities to the Government

Shure capilal
Numher of shares Ordinary shares

- 20l PR R
[ fg=ue at 1 Jasaary | 0320, 500 L0 5'4,*-:[?'?.;
lsuwed for property, plane and cquipment (e nits LL e 299,172 402,35
In isswe at 31 Deeember, fully paid _11115.1_{Hu:ﬁ15 N | AT, 604,503
Authorised shores - par value S 1_ =E——= 1-

All ordinary shares rank equully with regard Lo the Company’s residual assets.
Oredinary shares

The halders of eidinary shares are entitled 0 ceceive dividends as declared from time Lo pirne, and are
cntitled] to oue vore per shane at meetings of e Company.

Non-eash owner eontribution reserye

The differense hetween the nominal amaunt of registercd share capital for non cash assets contribuled
by the ewner and e fair vale ol e contribyted assets is recognised in the nom-cash owmer eomtribution
[ERCIYE

o
-
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Liubilitics ta the Government

Liahilities 1o the owners represent liakilities in the form of pioperly, plant and equiprent which
e withdrawn as & reduction in share capital bul not ¥l transterred formally o the GWErs. These
Habtities are recorded at the carrying amaunt af wescrs to he teansfevred Lo The gwner.

bl Gl el 1 2415

Liabilities oo the Gowvel ITET L A,009

Drividends

12015, the Company declared and paid dividends ol GEL 25537 thousand (GEL .02 per issued share]
and GEL 21,832 thousand, respevtively. anTh no dividends were dcelared, In 200, aceording te the
Ciovernment' s decision, the dividend payable ol GEL 1 631 thausand wis sel offwith the costs ingurred
by the Group on the construction ol Batumi wigrion infrastrnetare and was reccenized divsethy n couily
a5 & nom-cash owner contribution, [he remaining dividend payible was et ol with the Crroup’s
puyment for the acapisition ol the properiy and equipment v e stale comterdled entity, as decided by
the Ciovermenl.

Advanee veevived from (e Govermmenl

In Aprl 2012, the Company and e Cavernmenl entered nto the Bypass Troject e morandum.
According Lo the Bypass Projecl sqemorandum the Governneent i5 nterested and aims W purchass
from the Ciroup approximately 7031281 square meler land plots with aitachied constructions which
will be freed up as a Tesulf of the pemuval ol railway infrastnictues from ‘I'bilisi city center and
constraction of @ new hypass pailway Toue for the purposes of [urther development of the landd
plots, Tie CGovernment agrees o pay 1o (he Group CHE 138 willion cquivalents in national surrensy
daprhy the reduction in the ot of dividends payable to tive Governihent.

I 2012, the Company declared dividends of GEL 231,552 hausend (CHE 138 million. subsegquently,
the Compaiy agreed with the Ciovernment that the declared dividend amount would represcnt @
consideration due frome the Government for the tuiure sule of the land plos i acoardance with
the Hvpass Droject sdemorandem. s a result, the dividend payable was clussified as an advance
eceved from e Govermmnent for the sate of lund.

Transfer af the properiy i Croverniment

[ 216 and 2015 the Company ansferred 89,166 and 3.266 syuare meter land plols with aliached
comstriclions,  espectively, L the Ciovermment within the frameowoerk of the Hypass Projest
Memomadum, The faic value af (hese land plots witi attzched constructions wis determinad by an
independent appraise hased o announed asking prices of simtilar propertiss in the similar location
anl physical condilion. Thz fair value estimele is capeaorized into Level 3 of the fair valoe hisrarshy,
because of significanl pnobscryighic adjustments wged in the valuation methods. The significant
probscrvable inputs related toe the ditforences i the characleristics of the propectics, sich as si?e;
location, access to the propelty and discoumt achieved through negoliation, for which the appraisen
apiplied 5 to 155 adjustrients 0 abserved asking priees.

The dilference betwoen the Eair walie and the carrying value af the mranstermed propeny Wwals recognized
as ineome inbe consolidated stalementl af prafit or luss. The ditference betwecn the cost ol the
iransferved property, as agreed hetween the Group and the Ciorveriment and nsed for the redugtinn of
qdvances reccived Trum the Clovernment, and the fair value of the {ransfzired property wis reeognized
direcily in cguiry a3 nan-cash owner contribugion feserve.
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e G EL 2010 Xols

Cost of the transterred propesly, as agresd bebween the Group and

the Gevernmcnt 547,979 !,5E8
[.zaz Fair valuc of the transferred prapemy [55,R1) 881
Recognized in nen-vash ownoer vontribulion reserve “ 61545 -
Fair value of the mansfered propesiy iEgad 7588
Less: carrving value of the ransferred propecly (3 {83}
Recognized as incueme from the transferred property HiL244 1505

The Gireap has recognized receiveble of GEL 23,690 thousand {sce nnte 13) as a resull of the transfer
el the property o the Government, as according to the Bypass Project Memorandum, the Ciovernmaent
will reimburse the Group for the value sdded tux payable incucred an such fransfers.

Capital management

The Group has no formal pobicy for capitul mansgement kot management sceks to maintain a sulficient
capital hase for meeting the Grosp's operational and strategic needs. and o mainlain contidence of
markel participants, This is achieved with efficient cash management, constant monitoring of the
Grepp’s revennes and profit, and lonp-term investinent plans mainly finunced by the Groug’s operating
cash flaws and unsecured bonds, With these mcasures the Group wims [or steady proties growth.

Maither the Company nor any of it subsidiaries are subject ta externally imposed capital requirements.
Loans and borrowings
This niote provides information about the confraciual f2rms of the Group's interest-hearing fnans

and borrosings, which are messured a1 amomized eost For more nformation about the Group's
exposure Lo inberesl rae, foozign cureeney and lguidily risk, see nore 23.

RUILIEUR B I8 2016 2115

Sear-crrrent finbilisicy

Secured loan 2 TEE -
Llasecurad Boisds TR AL 1,193,561
Loans and boreowings 1. 501,602 1,193,311

Crrrend liabifities

Seeurcd lnan g.n54q -
Current portion el snsecurad boeds 50,213 A4,855
Laoans and kerrowings 51172 44,835
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Terms and delit repayment schedule

Cepms and conditions of vutstanding loans and horrowdngs were as tellows:

31 December MG 31 Dievember 2015

Mo minal
ingcres Your of Fice Carrying Faes Currying
" G EL Cuarrensy rile miEu ity valug amouil walue mnouni
I nspouned bods L& TR 2z 369027 1369027 1,238.156 1234156
Sscufcd Toun LS Libo. 224 19,247 29,747 .
11.25%
Tatal interesl-bearing linhilitics LA184,774  LAIRIT4 LI3R136 1.235,156

In July 2012 vhe Group carried cut the issuance, placement and registration (lsting) v the Luadaon
Stk Cachange of unsceured bonds of USLy 300 millicn and the early redemprion of the unsecired
barils of LS 250 million due in 2013 issued hy the Group in July 2000 {the Z0L0 Motes]. Asa result
of fhe aboyve trangaction, the Growp has issted USD 300 million 7.75% Notes due 2022 and redeeined
kw403 of the vutstanding 2010 Notes with a face value of USD 222 million, The 2010 Notes were
fully repaid in 2013,

“The secured loan was ubtained for the sole purpose of the acquisition vl passenger trams. The secured
loan s collaferaliaed by the underlying passenger wains of GEL 32350 thousand (sez nate 11 {d1).

'I'rade and other payables

Wy GEL 21 & LS

Tradz payables a 91,252 73064

Advanies recaivad [roem cuslomers 18,346 16,154
T lmess Kw2ss

The Group's expesire w cureeney and liguidicy visk related to trade and other payables is disclused
in note 23.

Provisions

no GEL 1006 A5
Talaner ws el blansary i f.4a7
ber provistons made daeing the year 222 L
Balanee ot 31 Decensher 8,547 8,315

The Cireup recopnised a provision [or the cstimated cush autflow requinad to sellle legal cases aguinst
the Ciroup existing &% al 31 December 016 as well as Lo senle the legal obligations towards the
employees injured during the perfbrmane ot their dutizs.
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Fair values and risk management
Fair value of financial assets and labilities

The ssimules of fuir value are intended to approximate the price that would he received to sell an
assel or paid o transfer & linbiliy in an ordecly iransaction between market participants at the
ieasrement date, However piven the unceraintics and the use of subjective mdgment, the fair value
should not be interpreted as heing realizable in an immediate sale of the assets or transter of lahilitics,

The Cireup has determined Tair values of Dnancial assets and liahilities using valualion technigques. The
ohjective of valustion technigues s fo arrive al o fuir value determination thai reflects the price thal
wenld be received to sell the asset or paid to transfer the liability in an orderly transact ian hotwesn
market parlicipants at the measwrement date, The valuation 1echnigue used is the discounted cash How
model. Fair valee of all financial assets and liubilities is caleulated based on the present wulug of firture
pringipal and interest cash fows, discounted ot the marsel mate of intersst ot the reporting date.

anagement’s estimate of the luic value of the unsceuned bonds viclded s range of values from a fair
value approximately egual Lo the corrying amount to w fair value approximately 10% higher than the
carrying amennt.

The carrying valuzs of vther financiual ssets and labilities nf the Grouparc a regsanahle gpprogimaion
of their fair values.

() Financial risk management

(i)

The CGroup has exposure 1o the following risks from its use of financial instrumienis;

o oredit risk;
«  liguidity risk:
s ket risk.

Risk management framewerk

The Management Board has overall respensibifity for the establishment and oversight of the Greowp's
risk munmgement framework.

The Ciroup’s risk management pelicies are catublished T identily and analvse the misks Taged by the
Ciroup, 1o sct appropriate visk limits and corlrols, and o moniter risks and adherence limas, Risk
management policies and syslems are revigwed reealarly to reflect changes in market eomlilions and
the Group's activities, The Group, through its training and munagemncnt standardz and procedurcs, winms
i I.'|¢"-'I:'|I'I'|'l u disciplined and copstrietive contrel en witonmment in whicl all EI1'I'|'.I|.I.P:|- eea understand their
rolez and abligations.

The Group's Audit Commilles gversees how managemeiil monitors cempliance with the Group’s risk
manaoement policies and procedures and reviews e adequucy of the rish management lrarmewerk i
celation mo the risks Faced by the Group. The Group®s Audit Commitles i assisted in its oversighi rele
try Intemal Audic Infernal Audit undertikes barthy tegular wnd ad hoe reviews of risk nrEnagament
contrals and procedures, the results of which are reported Lo the Audit Commaree.

Credit risk
Cradit risk js the sisk of Tnanzial loss w the Croup (U3 sustomer of counterpurty 164 financial instrumnent

fails 1o meet its contractual chliaatinns, and arises principally frem the Liroup's goceivables frnm
custemers, loans receivable and cash amd cash equivalents,

to
-l
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The caseving ameunt ol financial asscts represents the maximum credit exposure; The maximum
exposure weredit risk ar the reporting date was ns follows:

Carrving amipust

WHE G TEL 2016 2005
Cashoand cash egquivalents TR 294 T2
Trade reccivables 75,743 a9,673
Loins recaivialle i9,69] 34,541
Fezcwivable from the Govermnenit . Thed) -
AT 402,737

Cepshe arred cosh egeivalants

The Cireup usually holds the funds with the banks with good credit rutings. As ar 31 Crecember 2000,
approximately 48% ol the bank Bbatances are held with five largest Georgign banks with short-term
default rating of B, rated by Fitch Ralings.

U'he Group dogs ot expect &y counterparty to fuil to meet is ohligatioms.
Trodfe receivales

The Croep's exposuic tn credit risk is miluenced mainly by the individual characteristics of cach
customer. However, monagement also considers the feclers that may influence the credit risk af the
Growp's customer base, including the default risk of U ndustry and sountey, 0 which customers
pperate, particulacly in the gurrently deteriorating econ amhe circumstanees. Approsamately 1355 (2035
2% of the Group’s revennie (s gitributable tosales rransastions with 4 single cuslomer.

O redit risk s manaced by requesting prepayments from freighl and passengcr N EPOMELian cusLemers.
pceordingly the Group's reade reccivables mainly comsist of reccivables from foreign railway
companics. Credit risk related Lo ccceivables from toreign railway companics i anazed through the
manth v monitoring of receivable halances and requiring immediate repayment ul @ debl when the

balance approaches specific lmils set for each individuel counterparty.

fdore than 00% of the Group's foneign railvay CUSKMETS have heen trnsscting with the Group Tor
several vears, and losses have nccurred infreguently, In monilaring cusiomes eredil risk, customers are
arpuped according to Lheir credit characteristios, including aging profile, maluniny end exisience of
preyions finaneial difficulties,

N collateral in respect ot trade reecivables is penerally required

Tie Croup estoblishes an allowanee for impaivmsat that represenis its estimate of incurred losses n
respect of lade roeeivables.

The maxinum cxposure Lo vredit risk for teade receivables at the reporting Jate by geoaraphic Tegian
WARD

Carryving aminai

Hin GEL e L -

C1% onntrizs 51152 34,344

| Bomasti 158,503 - 15,129
TR TE 69673

The Group's twa most significant cuslemors qecount [or GEL 535,880 thouzsand of the frads receivables
carrving amenl as at il December 2016 (2013: GE1 41,143 thousand ).
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Timpabrment lnsses

['he gecing of trade receivables ot the repoating date was as follows:

(I ross Impairinent Lalinss Impairmen
HilHF GEL 2R 2004 01s 014
Pt chus 0900 oy [5.647 3434 Q.39 040
Pust due 21-180 davs 4,251 1,254 18,814 0.BER
Past due 18 1-365 davs &.421 3347 3630 16,255
Fast due more (han one year 195,249 141,007 144,750 104 462
217,117 151,372 LI L . 140846

i a

The movement in the allowanee for impainnent in rzapect of wade receivables duriog the year was as
Texllanws:

"HEEGEL T4 2=

Bulamce o beginning o the vear 1-iil.-"!'-i: 104.;-&-3
Increise during The yeir i 28627
Write ofF during the year [ 1.333) -
Mot foreizn exchange loss 3,887 i
Balmnce af ewd of the vear 151..3"-'1- 140,840

In 2005 the Group recosnized impairment loss of approximately GEL 13 mallion Tur the twade
receivibles (Tom one counterparty thut were origingted in 2015, The Group belieses that, at the
eriginacion date, it was prubable that the ceonamic benefits would Mow o the Greap. The corresponding
revenue is included in freight waffic revenue for 20135,

Miost of the impainnest 1oss at 31 Decemher 2016 relates 1o several customars that have indizated that
they #re 00t expesting m be able w pay their oulstanding balances either because of cconomic
circumstances or as 4 result of bagkeaptey, The Growp believes that the unimpaired arnounts thul ere past
due wre il collectible, based on historie payment behavicur and analyses on the underlying cusromers”
credit ratings, when available. In sddiion, receivahles of Gl 24 220 thoeesand (2005 GEL 42024
thousand) relate o freight car rental enstamers with which te Group inenrs freight car rental expense
and related payables, These recoivables and payables are periedically net sellbel.

The allowance account in respecl of frade receivalles 15 used to record impaiment losses entil oll
prssible cpportunities for recovery have heen exhavsted: vl that point the amounts ane wrillen offagainst
the Nnancial asserdirectly.

Based an historic default rates, the Group believes that, apart from the above, no impairment allowence
1 necessury o respect of eade reccivahles.
Loertes receivadle

Asatl 31 December 20146, the CGroup hes issued leans 1o the parent company and e entity managed by
the Group (see nore 123 None of the loans are fuily secured.

Manueemnent believes that the Group is nat exposed 1w a significant amount of credil risk relating to the
parent company loan, as the [oan is agither past due nor impaired as ar 31 December 2016 and thers arc
ne indications that the parent company will fail Lo meet its obligations, when they Tall due.

Seheduled principal and intersst payments of avound GEL 1.3 nullion of the Toan reccivable from the
antity managed by the CGroup are past due as ar 11 December 2006, [lowever, management believes,

24
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that as al 31 Decermber 2016 the Loan i3 folly recaverable and the comterpurly will be ahle to follow the
loan repavinent sehedule during 2017 and fallowing years up o the loun maturiny, Managemenl bases
pwi analveis on the subsequent payments made in 2017 and the improved financial resulls of the
counlerparty subsequent w the ceparting datz.

Receivahle from the Gavernmen!

The Ciroup has neurred receivable ol GEL 23,690 thousend 45 a result of the transter of the pruperty o
the Ciovernment (nore 18 (e Manegement belicves thal the Group 1s nol gxposad b0 significant
amoint ef credil risk relating to this receivable as the Guvernment is legally commitied o reimburse
the value added wx pavable on the transter of the property within the fremework of Bypess Project
MMermorandum

L igueiclizy rivk

Liguidits risk is the risk that the Ciroup wall encounter difficulty in mecting the obligations associated
with its financial Labilities that are sewled by delivering cesh or annther fmancial assct. The Gronp’s
appronch Lo managing liguidity s 1 easure, us far a5 possible, that 3 will abways have sutficien
liguidity to mect its linbililies when due. under both normul and siressed condilions, wWithout incurring
unacezpble losses or risking damupe e the Group's repulaticn.

The Group cnsunes that it has sufficient vash on demand Lo meet cxpected cperational sapenses for a
period of three months, including the servicing ul narcial obligations; thiz exeludes the postential
iTI'.||::~El".'1 ';Jj.l:-'"':"tl": EinﬂmblﬂncEF [hat canmiel rea -gf’;.rﬁ_hl:l- T 'FI[&L]ICE'I:I." F.l.'llf'l'l. el ]lflml'-ﬂl chisasters,

Asul 2| December 206, the Group mamntains o committed eredit line of GEL LE1AQD thowsund.

The Ciroup hes significant contractngl commilments to purchuse proporty, plant and equipment
{see nute 26 for the Main Line Modernization and ‘Thilist DBy pass projecls expected W be vomploted
by the end of 2019 and 2020, respectively. Management helieves that the cash amd cash equivalents
held by the Group and the fusure cash Rews from operaling aetivitics will be sutficient o financs
these Two prajects.

Fxposure (e liguidity risk
The follonadng are the contractual matueities el financial liabibties, including estimated  inleress

pevments und excluding the fmpact of nelling aareements. It is not expected that the cash flows included
in e imatueiny anulysis conld occur sipnificantly carlier. or at significantly diffcrent umounts.

200&

Currying  Contravival -6 fi=12 1-2 Iz (hver 5
“ImHd GEL ameuni cash flows  muenths  months  years YEATS years
Secured I 49,747 e 4422 1481 T7%F 22021 6433
Lonsecured bonds I 5a% 027 RS 51,285 51,282 quagied  3UTAMI 1425562
Trade payilles 41,252 91,22 Bl 253 # - -
Crher corrent labiiies 7240 1.240 7240 3 - -

1,517,266 112,008  I5E194 85236 110559 'aau,ﬁu FA62, 5395

=
&
e E— =

an
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Carrying  Centractunl - 12 1-2 2-5 Chyer &
g GEL Amdrm| cash floves meonths  months years  years vears
Lonseeret honds 1,238,156 1847 064 an 40t A6 SEADE ZTEADT I 385 033
Trade povables TEIS hila 15,054 - 5 52 -
Cilsae cuncit liabilities 10425 L 24 14k 7 C: N -

1320701 1930611 129894 46401 YLED2  27RJSY 1,383,055
Murkef risk

Market risk is the risk that changes in moerket prices, such as torcign exchanpe rules, iwlenest rares and
equity prices will alTect the Group™s income ar the value of its holdings of financial instruments. Lhe
vhijestive of market risk management 15 to nunage and conficl market risk exposures within acceptable
parameters, whilz optimising the retum.

Crerrency risk

The Group is sxposed o correney risk to the extent thal there is a mismarch between currencies in which
sales, puichases and horrowings ure denominated and the respective functional currencies of Group
entitics. The functional currencies of Growp entities are the Georgion Laci (GELY The curmencies n
which these transactions are primurily denominated and serrled are LS. Dollars (USD) and Swiss
Frames (CHFD

Domowings and related interese are denemanated in curieneics thas match the eash Nows geaeraed by
the underlying operations ol the Group, This provides an ecenumic hedag withonus a need Lo enber il
derivilives cenlracts,

Expasurs fo currency rivh

The Circup's exposure o foreign currengy risk was s follows:

LS - CHE Y CHI -
o0 gL denomimeded  denominated  deneminated denominated
21K 201G i} 2L S
Cash amd cish 2guevalents o ]EI,E-I_; 4499 142,233 i
Luim receivabie A0 - 38,341 -
| rade recel valiles z2 57,132 dad 540,544
Suecured lpan [49.747) = : -
Lnzeeared bonds (1,368 037} - {1238,156; =
Vracle and oaher payables (105008 - (5,71 S
et exposure {1, 24h, 825} 27631 [1,1b62 BA15 ) F4.E0H

The fellnwing significent exchange rates apphicd during the yeur:

in GEL Avernee rufe Reporting clate spal !"?.IE
T 015 2006 2015

Lisly | AT 2 2h5 239

L it 1) 2.5 2 247
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Nenxitiviy amalpyiy

A reasonahly possible weakening of the GEL. as indicated below, againat all other curmencies a1 31
Dhecember would hiave alfected the measurement of financial instraments denoainated in a torzign
currency arel profit o lass by the amcunts shown below. The analysis assumes that all other variables,
in particular intersst rates, remuin conslant and ignores any impact of forecast seles and purchases.

‘o0 GEL Frofii ar loss

24F1 o

LS50 LEs weakening) (120,082)
CHE {104 weakenng) 303
015

LS (0% weakening) (318,542
CHT R0 wetkear g 16,464

A steenzthening of the GFL, against the above currencies 1 31 December wonld have had the equal bul
oppasite effect on the above surrencies lo the ameuns shown abave, an the basis thal all viber variables
remain constal.

TRIRFesT Pofe vivk

Changes in interest rules impacl primarily loans and borrowings by chunging either their fair value
ifixed rate debl) or their futore cash flows (variable rate debt), Management docs not have a formal
pelizy of determining how much of the Group's exposure should be wo fixed or varuble rates, However,
at the time of Taising new leans or borowings manegement wses ils judgment to decide whether il
belioves thal o [ixed or variable rate would be more favourable to fhe Graup over the expecled period
it maturity,

Expesnre fo finferest rafe Fisk

Al the reperting date the inrerest rate profile of the Group's interest-hearing financial instrumenls was
a5 fallovows )

Cirrying amnu i

Mk L Hiia IS

Fixed rate instruments

Financial pssets @5 5279 (40,111
Fimangia baki s OLS69027 CL2ME 1 5a)
{1,273,500) {1048, 2)

Woriable rate instruments

Financial lizbilitizs (49,747 -

{49,747 -
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Frir value sensitivitey analpsiy for fixed rate insiramenis

The Group does not aeceunl fer any Oxed-rale linancial mstroments as Gaic value through profic or less
or @s available-toi-sale, Theretore a change in interest rarcs ar the reporting date would not have an
effect in profit or loss or in equity.

Casly Towe sensfrfvity anedysis for vardalde rate insiranecis
A reasonably possible change of 1000 basis points in intcrest rates at the roporting date would have

affected profit or loss by GEL 497 thousand. This analvsis assumes that all sther variables, in particular
[ereiamn curmency rales, remiin constat,

Subsidiarics
s s
Country of Crwnership! Orwmershipy
Sl bsddiary incorporatioo Frincipal activitics yirting voling
G Proper e Manazemenl [
. £ : N Property manspsmen
L ilw ! BT F I 0gy 100%
sformer Ra.-:.tu].r ]il‘n:-pcrt:r Lrearens and development T o
Pl A Berne U |
Ciks Lagisties and | erminals L1.C S
[former Trans Cavvosus Termimsl: Cregrpia ot LO0%g JOI0
: il.; “ e ; fransporation :
Crecrcian Raibway Cansfruction Ciedtila Comalrislig i | O 100,
15 Db othar projeos RS
Borjomi Baburian Rallway 1.1LC Creorpia Transpactation services L0t [081%%
Geprgia |ranga L1LC Georgia Trunsportation services [ty 100%
Gl CPransin Line LELC Creorgia Tranzportalion services fnt, [20%,
Gt Trions Shigment 11O Georgia Trunsportilion services i, [4pks
Gt Trssie LLC (fonnes Gieorgian ; i ; ; i
X s T Ceorend I'ri s LA SErvices [00%% 1M
Transit LLC ) 3 - ’
(kperating leases
Mon-canccllable operating lense rentals are reveivable as fallows:
M GEL 216 a5
Less than one wear 4 4k 1.832
Beowesn one and five vears GB63 SARG
Melorg thun Tive yeurs 19,255 17,7584
30450 24,172

Operating leascs relate to rent of other buildings, containers, lncometives and [illings owned by
the Group with lesse lenns of mainly berween 10 to 50 vears. Lessees doopol have &n option to
purchiase 1he propermy ar the end of the lease term.
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Capital commitments

Az at 31 December 2016 the Group had entered inte contracls Tur the constiustion or purchase of
property, plant and equipment of GEL 412 862 thevsand (20152 GEL 601,905 thousand } mainly relaling
to the Main Line Modemization projeet of GEL 333,250 thouwsand (2015; GEL 396012 thowsand) and
Thilisi Bypass project of (7EL 211,476 thousand (2013: GEL [%6,662 thowsand},

Contingencies
Insuranes

The jnsurance industry in Cieorgia is in a developing slale and many fosms of insurance prosection
comimon in other parts of the world are not vet generally available, The Group does nel have full
coverage [or its property, business intcrmption, or third party Lability in respect of propemy or
enviranmental damage arising from accidents on Group preperty or elating o Group eperations. Uneil
the Group oblains adequate insuranee coverage, fhere is a risk that the loss or destruction of Gertain
assets could have a material adverse effect on the Greup’s operations and financial position.

Taxation contingencies

F'he taxation svstem in Georaiy i relatively new and is characterised by frequent changes in legislation,
efficia! pronouncements ood court desisions, which are sometimes unclear, contradictory and suhjeer
te varving interpretation. In the event of o hrewch of tax tegislation, no labilivics tor additionel xes,
fines or penaltics may be impuosed by the tax authorities atter three years have passed since the end of
the year in which the breach cocurred,

These circumstances may create tax risks i Geergia that are more signiticant than in other counlries.
anaremenl believes that il has provided adequately for tax habilities based en ils inlerpretations of
applivable Georgian rax legislation, official pronouncemnents and count desisions. Howewver, the
interpretatioms of the relevant authoerities could differ and the effect on these censelidaled finansial
slalernents, i0 the authorities were seceessful in enforcing their interpretutions, could be signiticant.

Litigafien

In the erdinary course of business, the Group is subjeet te legal actions, htigations and complanis.
Manupeement believes that the wlrimane liahility, if any, srising fom suel: actions or complaines will not
lave @ aterial adverse effect on the financiul condition er the cesults of future nperations,

Related partics

FParent wnd ullamate conteolling party

At 31 December 2006 and 2014 the immedinte aod ultimate parent of the Ciroup is Partnership Fund
1SC, The vitimate contralling pamy of the Ciroup s the Government of Georgia, Partnership Fund J3C
prodhuces puhblicly available consoliduted fnooncial statements,

[ransactions with key management personnel
Ko orr i gURte e PR RPN
key management received the following remuneration during the year, which 1z included in emplayce

benelils expenszes

TIHHP D 14 015

Salarizg and Banuscs AW 1,132
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Ciher related parly (ransactions
Treansactions with the Government

The Group transacts in its daily operations with & number of entities that arc either contralled, juinty
comtralled or under sigtificant influence of the Government of Georgia, Fhe Gronp has opted o apply
the cxemption in 1A% 24 Relafed Party Dhivetospees that allows the pressntation of reduged pelated perty
disclosures regarding wansactions with governmeni-related entilzes.

The Group's ather related party transactions are disclosed Below,

Revemiie, purchases and eXpemrses

The Group purchases electricity from a staw-owied pperator which amounted o GEL 1,379 thousamd
for 2016 (2015: GFL. 1,576 thousand). The Group also purchases secUTily services from a swale ugeiey
which amounted to GEL 8§90 theusand for 20068 (2015: GEL 8,741 thrusand). The (iroup usually does

1ot Tave sipntficant halances Tur these purchases,

Munagement estimafes that the aggregale amounts af other income wnd expenses and the reluted
balanees with ather Crovernment-related entities are nol sighificant.

FiE Loany dssaed
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Aih 2013 RAIR L] 205
Loans issoed:
[farent company | 2544 . TA LR -
Sate controbled citity : 3gEn7 - Rh A B

Duaring 2016 interesl inceme of GEL 857 tho wsond (200 32 GEL 22 thousand b was recopaiged in profit
and losg in respect of related paity loans.

Creelis fime

As a3 December 2014 the Group has nnused credit line of TSN T millian from the parent company
{3005 noned. The eredit line bears intoresl rate ot LU per anmum and matures in June, L7

Basis of measurement

The eonsalidaled financial siatements are prepaned ose the historcal cost bas eaket that property, plant
and equipment was revaloed o determine decmed cast as part of the adoption of [FRSs

Significant accounting policies

I'he aceounting policies set oul below have been applied vonsistently e all periods presented in thesc
consolidated Onancial satements,

Basis of consnlidation
Buxieross combimaiion

Dusincss combinations are acecunted for using the acyuisivion methad as at the aequisition date, which
iz the date on which conirel is transfered oo the Group.

=
Lhn
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The Group measures goodwill af the acquisidon dale 45!

& The fair value of the consideration translecred; plus
The recognised amount ol any non-contralling mlerests in e acquiree: plus
I the business combination is achieved in stages, the fair value of the pre-exisling equity nteres! mn
Lhe acyuire: fess

s The net recoprised amount (generally fair value) of the identifiahle assets seguiied and liubiliiss
mssLel.

When the excess is negative, a burzuin purchase gain is recognised immediately in profit or Joss
Phe consideration ansterred does oot include amonnts related 10 the setclement of pre-cxistng
selarionships. Such amounts are generally recognised inprofit or loss.

Transaction costs, other than those asseeiated with the issue of el or aquity securities, that e Group
ineura in connestion with a husiness comivnation are sxpe nsed A3 incumred.

Any confingent consideration payahle is vecopnised at fair value ot e acquisition date. It the combingenl
consideration is classificd as couity, it is not remeasured and sertlement is accounted for within eguity.
Otherwise, subscquent changes in the fair value ol the contingent considerarion an recoginized in profit
or lass,

Neehyicdiaries

Subsidiarics are entities controllad by the Growp, The Group controls an ealily when itis capostd Lo, ar
has rights 1o, variable remuns from s involvement with the entity and has the ability 1o affeet those
returns fhrough its power over the entitv. The financial stmlements of subsidiaries arc inciuded o the
consalidated Mnancial staterents (rom the date thut control commences until the date that confrod
ceases. The accounting policies of supsidiaries have been changed when necessary 1o align them with
Lhe policies adapted by the Giroup. Lesses spplicable o the nen-controlling interests in a subsidiazy arc
allacated 1o the nen-controbling interests even if deing 50 causes the non-contralling interests to have o
deficit balance.

Tramevactions efinimnfad ow conxolidating

Intra-group balances und wansactions, and any unrealised incume and cxpenses arising from intre-graup
Lransactions, are sliminated.

Hevenue

Frumsporfaiion aetiviries

Feyvenuse Trom freighl and passenger Lranspamarion is mes pred at tae Tair value of the consideration
received ar receivable, Freight end passenger transporlation revenus is reenenized nprofit or loss
aceording W the percentaze ol comploted service method based on fransit time o freight and passengers
moving from the original loeation t the inal destination,

Reverue Tram services rendered in stations is recognised in profic or loss whes the service @5 rendered.

L nnumivs iy

VWhen the Group acts in the copacity of 2n agend rather than as (he principal in o trangaction, the revenue
recoanized is the nel amount of commission made by the Growp.
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Ramiafl income

Rental income from imvestment property or other assets rented o recopnised tn prafit or less an a
strugghi-line basis over the lerm of the lease, Lease meenlives gianted are recognised as an intzgral pait
ot the roral rental income, ever the term of the leaze.

CHher expense

Lenve pavmieniy

Paviments made under operating leases are recogniscd in profit or Inss on a straight-line basis over the
term of the lcase, Lease incentives received are recognised as an inteeral part of the Lol Iease expense,
over the term of the lease.

Soclal expenditare

To the extent that the Group's contributions we social programs benetit the community at large and are
not restrictad ta the Group's employees. they are reeognised in profit or loss as incurred.

Finaoee imeome and cosis
The Croup’s fnence income and fnance cosls mclude:

o inlerest income on bank deposits and [oans receivable;

v untercst cxmense on financial labilioes;

& npairiment loss on rrade reccivalles;

s Lhe foreipn corrency gaon o Lloss on Gnancial azssets and tnancial labilities,

Infereat income or cxpense is recognissd using the elfective intersst metiod.

Borrowing costs that are nor dincetly attributable to the acguistion, construchion or praduction of a
guelifvimge esset are recognised noprolil or loss wsing the eflective interest methaod.

Foreign currendy
Farcign currency IRIHsactiong

Tramsscticens in lorefan currencies ere tonslated to the respective fmetional currencies of Group entilies
at cxchange rates at the darcs of the transactions.

Muometary assets and Liabilities denominaned in farcign eurrencics ar the reporing date are retranslated
tn the functional currency at the oxchanpe raoc at chat dute. The foreign currency gain or loss on
monelary ilems is the differsnee between amortised ¢ost in the funetional currency at the bepinning af
the period, adjusted for etfective inforest and pavments during the period. and the gmortised cost in
foreign cormency translated at the sxchange rale gt the end ol he reporing period,

Won-monctany items in a threign curreney that are measured based on historcel cost are franslancd using
the exchance rate wl the date of tie ransaction,

Foreign currency differences ansing in retranslation are cecagnised in profit or ln3s.
Togome tax
Ineome tax expense comprises current and detorred tax. 1L s recognised in prolit or loss except to the

extent that it relates 10 4 business combination, or ifems recognised dircetly in eguity oroin other
vomprelensive oo,
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Current tax comprises the expected tax pavable or receivable on the taxable ineome or lnss for the vear,
Lsing tax sutes enected of substantively enacted at the reporting date, and any adjustment w lux payahle
in respect of previous vears. Current tax pavable alsa includes any tax liability arsing from dividensds.

Cn 13 May 2016 the Parliament of Georgra passed the bill on sarparate incume tax reform (alse known
a5 the Lstonisn model o corperate taxation), whichm ainly teanslers the moment of laxation from when
taxahlc profils are carned 1o when they are distributed. The law Tias entered into force in 2016 wnd is
effeciive for tax periuvds starting afler | January 2017 for all entities excepl for financial insrifisticss
{anch s banks, insurance companics, microfinenee arganizations, pewnshopz), tar which the law will
beceme effective from 1 January 2009,

Lhe new svstem of corporate income mxation does not imply exemplion from Corporate Income 1ax
{CIT). rather CIT taxation i shitted from the mameng of earning tha profils o the moment of their
diztribuition; Le. the main rax object is disribuled eamings, The Tax Code of Creargia delines Distributed
Carnings (DE} lo mean protit distributed ta shareholders us a dividend, [lowever some othes transaelions
are also considered us DE, for example non-arm’s lenath cross-border mransactions with relared partiss
andior with persons exempted from tax are also considered as DE Tor C1'1 purpasas, I addition. the tax
ehiect includes expenses ar other payments not related 1 the entity’s econamic activities, free of charse
sipply and ever-limil representarive experises.

The corporate incume L arising from the payment of dividends is sceounted for as sn expense in the
poriad when dividends are declered, regardless ol the actual payvment date or the pericd lor which the
dividends are paid.

Deferred fax

Phie ter tlie nature o' the mew Llaxation system described showe, The entitics registered in Georgia do nor
fave wny ditferences between the tax basss of asscts and their carrving amounls and hence, no deférred
inceeme Lo wssers and Bakilities arise,

Inventories

[nventories are mensured ut the lower of cost and net realisable value, The cos of mventories is Irse]
an the weighted average cost principle, and includes expendituse incurred in acquiring the inventories,
production or conversion costs and vther eosts incurred in bringing them to their existing losation and
condition.

Nel realizahle value is the estimated selling price in the ordinary course of Business, less the cstimated
e0sls ul complerion and selling cxpenses,

Froperty, plunt amd equipment
Recognition and mreasirement

Irems of property, plant and equipment are measured at 208t less secumulated deprecialion and
impuirment fosses. The cost of property, plant and cquiproent gt 1 Janary 2007, the date of tranzirion
to IFRS, was determined by reference to its Toir value at that date.

Cast includes expendinire that is dircethy attributable to the acquisition of the asset, The cost of self-
venstricted assels ineludes the cost ol materialz and dicect lubeur, any other costs directly anributable
e bringirg the asset to u working conditicn fur their intended use, the costs of dismantling and removin g
the items and restoring the site on which they are locatsd, snd capitalised bormowing costs. Purchased
seflware that is inegeel o the functionality of the relared equipment is capitalised as part of thar
i pment.
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When parrs of an tem of propeny. plont and equipment have ditforent usetul lives, they are accounted
[or gy sepurate items (major eomponents) of propemy, plant and equipment.

Any gain or loss on disposel of an tem of proporty, plant and equipment s detennined by comparing
the proceeds from disposal with the carrying ameant of property, plant and equipment, and 15 recognised
nel within other incoma/nther expenses in profdl or loss

Kuhsequent cosis

The cost of replacing a companen of an ftem of property, plant end sguipment is recoenised in the
camying wmount of the ilem 17 L5 probable that the futuee ceonomic benetits embadied within the
componcat will flow 1o the Group, and its cosl can be measured reliably. The canving amount of the
repleced component is derecognised. 1he costs of the day-to-<day servicing of property, plant and
aquipment are receenised in profl or luss as incurred.

Maintenance and repair expenses are recoenised as follows:
e Folling stock:

- guienl mainlenance expenves during the useful life of cquipment (repair work  and
replacement of unizalle aod missie parls) are recegnized os operating expenses i prodit o
loss as imeurred;
cxpenses under multi-vear major overiiul progracnmes are copitalised as & scparate overhaul
cemponent and deprociated separatgly fiom the main asset;
ovechauls performed near the end of the wieful life of an asser, together with refurbishment,
arz capitaliscd when they extend the uselul Like of the underlying asset,

L] Fixcd installations:

current maintenanse and repair expenses (lechnicel inspections. mainlenance conlracls: el
dre recognized us operating expenses in protit or loss as incwrred;

labwour, materials and other costs (ussociated with the mstallation of rails, sleepers and ballast)
under multi-year major building or infrastructure maintenance programmes are capitalised
through the partial or ol replacement of cach component concerned;

casts associared with intiastiucture impeovements ore caupitalized o the extent thet they
increise Lthe funclionelity (traffic working specd) of the asset.

Lhepreciatinn

ltems of property, planl and equipment are deprectated from the dare that they are installed and arc
ready tor use, orin respect ot internaily consteucted assets, Trom the date that the asset is completed wnd
redy Tor use. Depreciation 15 based on the cost of an 2ssct less its residual value, Residual values for
rails, wagons and lecomatives are pssessed based on the estimated merket price of scrap metal and the
estimated weight of rails, wagons and locomarivies less deinstallation costs,

Depreviation 1= recognised in profit or {nss on a straight-line hasiz over the estimarcd useful lives of
cach part of an iem of propedy. plund and eguipment, since this most closely reflects the expected
puttern of comsumption of the fitore ceoncimic benefits embodied in the assel. Land is not depreciated,
Muojor scheduled capital repuirs for wagons and locomotives, cspmated at 2064 of the cost, are
considersd as major componentts and deprecinied separately Tor an averaes useful life of 7 o 15 years
based on the expected timing of the capital repairs.
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The estimaled average wielul lives ol signeficant items of propermy, plant and eguipment for e current
and comparative periods ae as ollows:

s huildingz and constigetions 30-42 years;
* rail rack inlrastructure 17-23 years;
* (ransport, machinery, cquipment and other L2 yeirs.

Depreciation methods, nseful lives and residual velues wre reviewed ol esch finencial yeur end and
adjusled i appropriule.

Financial instruments

I'he {ironp classities non-derivative financial assels inle the following cateporics: loens and receivahles
end vazh and cash cquivalents.

The Ciroup classitics non-derivative financial liabilities into the vther Gnancial Babilities colegory.
von-derbvative finaneied asvels and financiad Habilities — vecognition and derecognition

The Geoup initially recopnises receivables und deposits on the date thar they are ariginated, All ether
[nuncial essets are recogrised initially oo the wade date ol which the Group becomes a purly Lo the
contrctual provisions of the instrument,

The Group derecogniscs a financial asser when the contracteal rights 10 the cash Nows from the assel
expirg, of it transfers e rightls 1o receive the contructual cesh flows on the financial assctin a oansaction
in which suhstantialby all the risks and rewards of ownership of the linancial assel are trunsferred. Any
inmterest in transferred Dnancial assets thar is created or retained by the Graup is recognized as & separats
asset or liahility.,

Financial azsets and Jiabililies are olTsel and the net amount presened in the statement of financial
position when, and onbv when, the Group currently has a lesally enforceable righl to sel ofl the
recaanizd amounts und intends cither to settle on anet hasis or to realise the asset and setile the [ability
simultancensly, The Group currently has a legally enforcesble ripht 1o set off i that night s not
centingent on 4 future ovent and enfarceable borh in the sormal course of business and i the event of
defaull, insolvency or bunkruptey of the CGroup and all eounterpartics,

Loamns g receivalies

Louns and reecivables are a category of financial assets with [xed or determinable payments thal are
nat gueoted anoan welive markel. Such assets are recognised initially at tair value plus any dinecely
attributahle transaction coste, Subsequent e initial recognilion loans und receivebles wre messured
al amoriised cost using the effcotive intorcse method, less any impainnant losses,

Losns and receivables caregory comprise loans aiven, trade and other reveivables and cash and vesh
solivalents.

Cursdr and cavh aquivalents

Cashoand cazh equivalents comprise cash balances, call deposits and lighly Lgusd tovestments with
returitics of theas imonths or less team the acguisition date Dl are subject 1o imsianilcant nsk of
changes in their tair value. Call deposits represent teem deposits with banks with maturities geeater than
three months from the acquisition date but for which the Group has the unilateral right to withdraw the
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depostts within & tow davs of providing notilication without inewrning sionificant penalties or loss of
intleresl.

Nen-derivative finmancial Babkilftics-measarement

The Gronp classifies nan-devivative fingncial liabilities inlo the other nancial Habilities categary, Such
Nimancial lebilities are recognised Witiallyv ar faie valoe Tess any Jirectly altribulable ransaclion costs.
subsequent to initial cecognition, these Gnancial hisbilitics are measured ar amortised cost wsing the
sfleclive interest methnd,

her financial Tiabilities comprise loans and borrowings, trade pavables and othor current liabilitics.

Share capitead
LArlimary shares

Orilinary shaves are classified as equity. Incremental costs disectly allributable Lo issue of ordinery
shares aind share uplivns are recognised a8 o deduction trom equiny, net of any tax effecrs

fcrease of shore capital

Share copilal merease 1s uffected through the issnance of new shares, When share capital i3 increazed,
any difference berween the registerad arnount of share capitel and the farr value of the assets contriburned
1 recegnized ws a separate component of equity as & fair valoe adjustment reserve Tur non-cash ewner
coatributlions.

Focfucsion of shave capifal

Share capital redoction: and non-cash distnbutions are recognized at the canying amounr of the assers
distributed. Mon-cazh distribitions of the Company are oul of scope of IFRIC |7 Diyiriburions of Non-
casft Assefy o Chwery sincd the ultimate contralling pamy conteals the gssers hefore and atter the
distribution.

Tmpairment
Nonr-devivarive financial assers

A Tinangial wssel 12 assessed at sach reporting date m determing whather there is any objective evideice
that it is Dopaired, A Dnaocial assel & mmpmred 1 objective evidence indicates that g loss event has
covurred alter the initial recognition of the asset, and that e Joss evenl hid 4 oeastive elfect on the
estimagd fulure cash Mows of thut wsset that can be estimarcd reliabby,

Objective evidence that finsncial assers ars impaircd can include:

* efaull or delinqueney by a debtor;
¢ poatrucuring oFan amasot dee fo he Sroup on e that e Sroup would notconsider otherwizse:
» indivations that g debtor will enter bankruprey;
edverse changes in the payment statos of boreowers in the Group:
¢ coonomie conditions thal cerrelute with defaule=: or
»  uhservable data indicuting that there is measurahle decroase in expected cash flows from a group of
finansial assels,

The Group considers evidence of impatrment for lnans and reocivables at hoth a specitic asset and
colleerive level, Adlindividuaily significant loans and receivables are assessed for specilic impaiment.
All individually significant rcecivables found not to be specifically impaived are then collectively
asscased for any unpaicment thal bas been mcurred bul nol vet identified. Losns wnd receivahbles that
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are not imdividualiy signiticant are collectively assessed for impairment by grouping fogether loans and
recevables with similar risk characteristics,

li assessing collective impainment the Group nses historical triends of e prubuhility of defiaull, Lming
of recoveries and the wmeunt of loss incurred, adiusted for managemont’s judgement 25 to whether
current geenumic and eredit conditions are such that the acmial losses are likely to be greater or less than
sugeested hy historical trends.

An ampairment loss in respect of a finencial assel measured at amortised cost i3 caloulated us the
difference between its carmving amount, and the present value of the cstimated Nulure cash flows
diseounted al the azser’s original effective interest rate. |.osses are recognised in profil or loss and
reflected in an allowance account against loans and receivables. Interest o the impaired 25501 continues
tor be recopnised through the unwinding of the discount. When a subsequent event causss the smaunt
vl impaivment luss ko deerease, the decrease in impairment inss is reversed through profit or loss.,

MNan=fTnamcial avsers

The carrying amouts of the Growp's non-financial issels, other than inventories and deforved tax assets
are reviewed at cach reporting dace o determine whether e is any indication ol impaizment. 1f any
such indication exists, then the wsset's recovershle ummnt s eslimuted. An impairment loss s
recognised if the Goaorving amount of an asset or its related cush-geneeating unil (CGLND exeeods ils
eanmated] recovershle amount.

The Group’s corporale 2ssefs do nol generate separile cash inflows and are wtilised by mare than one
CGLUL Corporate assels ure allocated o CGLls on 4 regsunable and consistent basis and rested Tor
impairment s part of fhe testing of the CGLU 1o which the eodparile assel s allncarad,

The revoverahle amount of an asset or CGU is the greater of its valee in use and its Gair value less costs
to sofl, I ussessing value in use, the estimated Tuture cash flaws are discomntad o their present valuc
using u pre-tax discount rate that reflects current markel assessments of e Gme value of maney ail
the risks specafic to the assel or CGLL Forthe purpese of impaienenl lesting, a3sers that cannat be tested
mdividually are grouped together into the smallest gruup of assets that senerutes cazh inflows [rom
continuing use that are lurgely independent of the cash inflows of ather assets or CGLUL

linpairment losses are recognised in profit or fnss. Impairent losses recagnised in respect of OGS are
allacated Lo reduce the carving amounts of assels in the COGL ona pro rata basis.

linpirment Insses recounised in prior periods are ssscesed al each reparting date for my indications
that the loss hus decreased or no longer exists, An impuirment 10ss is reversed ifthere has been g change
tn the estimares used o determine the recevernhle smousl An impairment loss is reversed anly 1o flie
oxtent thal the assct’s carrving amount does nol sxcoed she camvizg ameunt that woull have heen
determined, net of depreciation or umortisation, if no impairment Ioss had been recogniacd

Emplovee benefits

Short-lem employee benelit vbligatons are measured on an ondiscounted basis and are expensed a5
the related service is provided,

A liability 15 reengnised lor the ammnt expected W be paid snder short-term cash boaus or profit-
sharg plans il the Group has a present legal o canstruclive ohligation 1w pay this emount as 3 result
rf past service provided by the employee, and the ohligation can be estimarcd rehiahly,

Provisions

A provision s recopniscd if] a3 a resull of & past event. the Group has a peesent leeal or constimictive
abligation that can be estimated reliably, and it is probabic that an culllow of cennomie bene Gt will he
vequired 10 seltle the obligation.  Provisions are determined by discounting the sxpeeted fitlure cash
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[lewwes ata pre-tax vate thal rellects current market azsesaments of the time valoe of money and the dsks
specilic o the Rabilite. The unwinding of the disceunt is recognised as finance cost.

Segment reporting

An operating, sepmeant 5 ¢ component of the Group that engages in business activities from which il
miay earn revenues and incur expenses, including revenues and sapenses thal relate w transactions with
any of the Group’s other components. All operating scgmonts” operating results are reviewed reaulacly
by the Management Board o make decisions aboul resouerces 1o be allocated to the segment and azscss
its parformance.

Segment results that are reported to the Manaaement Bowrd include items directly sttvibutzhlz to a
segmant a3 well as those Lthal cun be allocated ona reazonable hasic, Unallocated ilems comprise msinly
ratiway infrastruciuce, corporals pssels (primartly the Group's headquamees), head office expenses.
[inancinl nceme and expenses, tax expenses amd tax assets and Habilities. ems related to infrastructure
are nat alipcated ax the Group has not implemented svstems for such allvcations, The Group's
Munagement Board dees not moniter seament liabilities.

segment capital expenditure is the towl cost incurved duoring the year 1o acquire praperty, plant and
eyuipment, and intangihle assets,

New standards and interpretations not vet adopied

Aonumber of pew Stendirds, amendments to Standards and Interpretations ane ool vet elTeclive as a3 ]
December 2076, and have net been wpplied in preparing these conzalidated fnangial statements. OF
these proncuncements, pelentially the following will Rave an impact ain the Geoup’s aperations. The
carciip plans to adopt these pronouncements when they become cffecrive,

. IFES W, published sn July 2014, ceplaces the existing guidunce i IAS 3% Financial fnstraments.
Recogrition and Megspromeny, [TRS % includes revised puidance on the classification and
measirement of financial insttuwnents, includine o onew expected credit loss madel for
caleulating impairment on financial assets. ond (e new zeneral hedse accounting requirements.
It alsn carries forward the guidance on recopnition and derecopnilion of nencial instruments
trom 1AS 39, IFRS 9 is effective for annual reporting periods beginming on or after 1 lanuary
2018, with early adoption pemnilled. The Group is assessing the potentizl impact on its
conznlidatod financial statements resvitng rom e application of ITFES &

. IFRS 13 establishes a comprehensive tramework for determining whether, how much and when
revenue 15 recognised, lo replaces existing revenue recogmlion gudence, ncluding [AS |8
Revenne, LAS 11 Cangtrucgion Congraces and TFRIC 13 Custconer Lovedly Propraomees. The
cure principle of the new standard is that an enfity recognises revenue 1o depiot the lransler of
promised goods or serviecs to customens in an amount that reflects the consideralion w which
the entlity expects to he cntitled in exchange for those goods or seevices, The new stamland
results in enhanced disclosures abeut revenue, provides guidance for ansactions that were nol
previoushy addressed  comprebensively  and  improves  guidanee  for  muliple elament
arrangements. [FRS 15 1= effective for annual reporting periods beginning an or atier 1 January
2018, with eurly ndoption permitted. Uhe CGrroup has not completed an inital assessment of the
peorential impact of e advptivn of IFRS 13 on it consolidated financial statements.

. IFES 16 inroduces a single, on-balanee sheel lewse accounting model for Jessees, A lessee
recoinises 4 nght-of-use aszet representing its ight ta use the andeelving asset and a lease liability
representing its obligution w meke lease payments, There gre optional cxemptinng S shot-rem
leases and leases of Towe value tems, Lessor aecouling renang simvilar W the cuerent standard
Le. lessors continue o classify leases s finance oroperating leases IFRES 16 replaces flic existing
leaze accounting auidaoce in [AS [T Leqses, [PRIC 3 Derermininer wherher an Arransreniens
corifaing a feave, SIC-15 Cherting Leoses — facontives and SIC-2T Evalwoting the Sebslunce
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af Vramsactions frvolviag the Lapad Form of @ Lease. ITRS 16 is elfective for annual reporling
peticds beginning om or after 1 Junuary 2009, early adopticn is permitted iF IFRS 15 Reveroe
From Contracts with Cratomery is also adepred. The Group 1 assessing the porential impact on
its consalidated financial statements resulting from the application ot TFRS 16

Disclosuce Initiative {Amendments to LAS 70 requines disclosures that enable users of financial
statements to cvaluate changes in lisbilities arising from financing activities, incloding hoth
changes wrising rom cash tlow and non-cash changes. The amendiments are effective for atnual
peric<ds beginning on or after | Junuary 2017, with carly adeption permitted. To satisfy the new
disclasure requirements, the Group intends to prosent a reconcilistion benween the opening and
closing balanees far liabilitics with changes arising from financing activities.
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