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IMPORTANT INFORMATION FOR THE INVESTORS:  

Prospective investor must read the following disclaimer before continuing reading this document. 

The following disclaimer applies to the attached prospectus (the "Prospectus") and prospective investor 

is therefore advised to read this carefully before reading, accessing or making any other use of the 

attached Prospectus. By accessing and using the Prospectus (including for investment purposes), 

prospective investor agrees to be bound by the following terms and conditions (modified from time to 

time). If the prospective investor receives the Prospectus via electronic means, he acknowledges that 

this electronic transmission (with attached Prospectus) is confidential and intended only for him. 

Therefore the investor agrees that he will not reproduce or publish this electronic transmission or the 

attached Prospectus or forward it to any other person. 

 

THE PROSPECTUS MAY BE SUBJECT TO COMPLETION WITH ADDITIONAL 

INFORMATION IF AND AS REQUIRED BY THE APPLICABLE LEGISLATION. 

 

Limitation of the liability:  

Approval of this Prospectus by the National Bank of Georgia relates to its form only and may not 

be viewed as a conclusion on the accuracy of the content of the Prospectus or value of the 

investment described herein.   

Further, to the fullest extent permitted by applicable law, no person (including without limitation the 

Placement Agent, the Bondholders' Representative, the Calculation and Paying Agent, the Registrar, 

other advisers to the Company, nor any of their affiliates, directors, advisers or agents), other than the 

Issuer, accepts any responsibility whatsoever for the contents of this Prospectus, the accuracy or 

completeness of the information contained in this Prospectus or for any other statement, made or 

purported to be made by any of them or on its/their behalf in connection with the Company or the issue 

and offering of the securities described herein. The Placement Agent and the advisers to the Company 

accordingly disclaim all and any liability they might otherwise have in respect of this Prospectus or any 

such statement.  

The Placement Agent is acting exclusively for the Issuer and no one else in connection with the offer. It 

will not regard any other person (whether or not a recipient of this Prospectus) as its client in relation to 

the offer. Therefore, the Placement Agent will not be responsible to anyone other than the Company for 

providing services or for giving advice in relation to the offer or any transaction or arrangement referred 

to herein. 

This Prospectus does not constitute and may not be used for the purposes of an offer in any jurisdiction 

in which such offer is not authorized or to any person to whom it is unlawful to make such an offer. No 

action is being taken to permit an offering of the Bonds described in this Prospectus or the distribution 

of this Prospectus (or any other offering materials relating to the Bonds) in any jurisdiction (other than 

Georgia). 



 

 

The investor’s representation: The attached Prospectus is delivered to the prospective investor at his 

request and on the basis that the investor has confirmed to JSC Galt & Taggart (the "Placement 

Agent") and Georgian Leasing Company LLC (the "Company" or the "Issuer") that the investor (i) is 

located outside United States and is not a US person (as defined in Regulation “s” under the United 

States Securities Act of 1933, as amended, or (ii) is outside of the United Kingdom or European 

Economic Area, or (iii) is a person into whose possession this Prospectus may lawfully be delivered in 

accordance with the laws of the jurisdiction in which he/she/it is located. 

 

If this Prospectus has been made available to the investor in an electronic form, neither the Company, 

nor the Placement Agent or any of their respective affiliates accepts any liability or responsibility 

whatsoever in respect of any difference between the Prospectus distributed to the investor in an 

electronic format and the hard copy version, and/or the viruses and other destructive items arising from 

alterations and changes caused during the process of electronic transmission of the Prospectus.  By 

accessing the linked Prospectus, the investor consents to receiving it in electronic form.  

A hard copy of the Prospectus will be made available to the investor upon request made to the 

Placement Agent.  

Restriction: If a person has gained access to this document contrary to the foregoing restrictions, he 

will not be authorized to purchase any of the securities described therein.  
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Approved by the National Bank of Georgia  

[date] 

Issue State Registration Number: ____________ 

International Securities Identification Number 

(ISIN): _______________    

 

 

 

 

 

Approval of this Prospectus by the National Bank of Georgia relates to its form only and may not be viewed 

as a conclusion on the accuracy of the content of the Prospectus or value of the investment described 

herein 

 

 

Limited Liability Company 

“Georgian Leasing Company“ 

(Identification Code: 204972155) 

FinalProspectus 

 

Issuance of  US$ 5,000,000 (five million) Bonds (quantity -  5,000) with interest (coupon) rate from  6.5% per 

annum. The Bonds mature in 3 years from the date of their issue. The nominal value of each Bond is US$ 

1,000 (one thousand). Issue price: 100% of the nominal value.  
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This Prospectus (the "Prospectus") is prepared by Georgian Leasing Company LLC 

("Company" or the  "Issuer"), incorporated in Georgia under the laws of Georgia on 29 October 

2001, Identification Code 204972155, legal address 3/5 Tatishvili Str.,  Tbilisi, Georgia.  

 

This Prospectus is prepared in relation to issuance of up to  5,000 ( five thousand)coupon Bonds 

(debt securities with fixed interest rate) of the Company. The nominal value of each Bond is US 

$1,000 (one thousand United States dollars); annual interest (coupon) rate - from  6.5% of the 

nominal value. Final interest (coupon) rate —is/was fixed in the book-building process while 

offering the Bonds to the prospective investors (see "Terms and Conditions of the Bonds" Condition 

2(a) "Bond Offering Process"   on pg. 73). The interest will accrue on the Bonds from the Bond 

Issuance until the Maturity Date. The interest on the Bonds will be paid semi-annually on the dates 

specified in the "Overview of the Offering" (see, pg. 1). First payment of the interest will be made 

on   the 22th of December, 2018. The Bonds will be redeemed at the principal amount together with 

the accrued and unpaid interest (if any) on the 22st of June, 2021. The Company may redeem the 

Bonds in whole, but not in part, at their outstanding principal amount together with accrued and 

unpaid interest to the date of redemption in the event of certain changes affecting taxation in 

Georgia (see “Terms and Conditions of the Bonds”, Condition 7 (b) – “Redemption for Taxation”). 

 

The Issuer and the Placement Agent will carry out the public offering and placement of the Bonds. 

The Prospectus is valid until the Bonds are redeemed and respective liabilities are fulfilled.    

 

The Bonds will constitute unsecured and unsubordinated obligations of the Company. 

 

After the placement of Bonds the Issuer intends to submit an application to the Georgian Stock 

Exchange ("GSE") for the Bonds to be admitted to listing on the GSE's official list and to be traded 

on GSE. In case of such admission, the Bonds may be traded on the GSE.  

 

An investment in Bonds involves high risk. Any prospective investor, who will purchase the 

Bonds, should be prepared to face the economic risk of his investment and take into account 

the fact that the repayment of the principal amount of the Bonds and accrued interest will 

depend on the Issuer's solvency. See "Risk Factors”  of the Prospectus regarding the types of 

the risk factors related to investment in the Bonds. Neither this Prospectus nor any other 

information supplied by the Company or the Placement Agent in connection with the Bonds is 

intended to provide an evaluation of the risks involved in investing in Bonds. Each investor is 

advised to make his own evaluation of the potential risks involved.  

 

This Prospectus and information provided therein may be subject to alteration and addition in case 

of change of circumstances. The Issuer will notify the investors about such alterations and additions 

in accordance with the legislation. Sale or public offering of the Bonds described herein is 

prohibited until the Prospectus is approved by the National Bank of Georgia. Offering of the Bonds 

described in this Prospectus is made within the jurisdiction of Georgia as allowed by the applicable 

laws of Georgia.  This Prospectus does not constitute an offer of securities for sale in any 

jurisdiction in which such offer is unlawful. The Bonds have not been and will not be registered in 
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any other country (other than Georgia). The Bonds have not been, and will not be registered under 

the United States Securities Act of 1933, as amended ("US Securities Act") or any US state 

securities laws, and except pursuant to the concrete exemptions envisaged by the US Securities Act, 

it is prohibited to sell, offer to sell or supply the Bonds in the United States.  

 

In addition, the Issuer has not authorized a public offer of the Bonds in the United Kingdom under 

the Public Offers of Securities Regulations 1995 (or under any other normative act of the United 

Kingdom).  The distribution of this Prospectus and the offering of the Bonds in certain jurisdictions, 

and to residents of such jurisdictions may be prohibited or restricted by the laws of such 

jurisdictions, therefore the use of the Prospectus to offer the Bonds to persons in such jurisdictions 

is not allowed. The Company and the Placement Agent requires from the persons, into whose 

possession this Prospectus comes, to get to know to such restrictions themselves and not to do 

anything unlawful. 

 

This prospectus is prepared in accordance with the “Law of Georgia on Securities Market”. The 

final Prospectus will be available to public in accordance with the Law of Georgia on Securities 

Market. The final Prospectus will be published and will be available on the website of the 

Company. 

 

The Company accepts responsibility for the information contained in this Prospectus. To the best of 

the knowledge and belief of the Company (which has taken all reasonable care to ensure that such is 

the case), the information contained in this Prospectus is in accordance with the facts and does not 

omit anything likely to significantly affect the accuracy and completeness of such information. 

 

Neither the Company nor the Placement Agent make any representation to any potential or actual 

purchasers of the Bonds regarding the legality of an investment in the Bonds by such purchaser 

under appropriate investment or similar laws applicable to such purchaser.  

 

No person is authorised to give any information or to make any representation not contained in this 

Prospectus and any information or representation not so contained must not be relied upon as 

having been authorised by or on behalf of the Company or the Placement Agent. Neither the 

delivery of this Prospectus nor any sale made in connection herewith shall, under any 

circumstances, create any implication that there has been no change in the affairs of the Company 

since the date hereof.  

 

Investors should not construe anything in this Prospectus as legal, business or tax advice. Each 

investor should consult its own advisers as needed to make its investment decision and to determine 

whether it is legally permitted to purchase the securities under applicable legal investment or similar 

laws or regulations.  

In making any investment decision, investors must rely on their own examination of the Company, 

the Bonds and the terms of this offering, including the merits and risks involved. See "Risk 

Factors". Each potential investor must determine the suitability of an investment in the Bonds in 

light of such investor's own circumstances. Since the issuance is public, these Bonds will be offered 
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to resident and non-resident, retail and institutional investors. At the same time, each investor 

should: 

(i) have sufficient knowledge and experience to make a meaningful evaluation of the 

Bonds, the merits and risks of investing in the Bonds and the information contained 

in this Prospectus or any applicable supplement; 

(ii) have access to, and knowledge of, appropriate analytical tools to evaluate, in the 

context of its particular financial situation, an investment in the Bonds and the 

impact such investment will have on its overall investment portfolio; 

(iii) have sufficient financial resources and liquidity to bear all of the risks of an 

investment in the Bonds, including where the currency for principal and interest 

payments (the US dollar) is different from the potential investor's currency; 

(iv) understand thoroughly the terms of the Bonds and be familiar with the behaviour of 

the financial markets in which they participate; and 

(v) be able to evaluate (either alone or with the help of a financial adviser) possible 

scenarios for economic, interest rate and other factors that may affect its investment 

and its ability to bear the applicable risks. 
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FORWARD-LOOKING STATEMENTS 

Certain statements in this Prospectus may be deemed to be "forward-looking statements". Forward-

looking statements include statements concerning the Company's plans, expectations, projections, 

objectives, targets, goals, strategies, future events, future revenues, capital expenditures, financing 

needs, plans or intentions relating to acquisitions, competitive strengths and weaknesses, plans or goals 

relating to the Company's financial position, future operations, development, and business strategy and 

the trends the Company anticipates in the Georgian economy and in the industries and the political and 

legal environment in which it operates and other information that is not historical information. Forward-

looking statements appear in various sections of this Prospectus, including, without limitation, under the 

headings "Risk Factors," "Use of Proceeds", "Description of Business", "Management's Discussion and 

Analysis of Financial Condition and Operating Results" and "Risk Management". 

 

Words such as "believe", "anticipate", "estimate", "target", "potential", "expect", "intend", "predict", 

"project", "could", "should", "may", "will", "plan", "aim", "seek" and similar expressions are intended 

to identify forward-looking statements but are not the exclusive means of identifying such statements. 

 

By their very nature, forward-looking statements involve inherent risks and uncertainties, both general 

and specific, and risks exist that the predictions, forecasts, projections and other forward-looking 

statements will not be achieved. These risks, uncertainties and other factors include, among other 

things, those listed under "Risk Factors", as well as those included elsewhere in this Prospectus. 

Investors should be aware that a number of important factors could cause actual results to differ 

materially from the plans, objectives, expectations, estimates and intentions expressed in such forward-

looking statements. 

 

Accordingly, investors should not place undue reliance on forward-looking statements and, when 

looking at forward-looking statements, should carefully consider the foregoing factors and other 

uncertainties and events, especially in light of the political, economic, social and legal environment in 

which the Company operates. The forward-looking statements in this Prospectus speak only as of the 

date of this Prospectus. The Company does not undertake any obligation to update or revise any of them 

(whether as a result of new information, future events or otherwise), other than as required by 

applicable laws. Company does not make any representation, warranty or prediction that the results 

anticipated by such forward-looking statements will be achieved, and such forward-looking statements 

represent, in each case, only one of many possible scenarios and should not be viewed as the most 

likely or standard scenario. These cautionary statements qualify all forward-looking statements 

attributable to the Company or persons acting on the Company's behalf and any projections made by 

third parties included in this Prospectus. 
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PRESENTATION OF FINANCIAL AND CERTAIN OTHER INFORMATION 

Financial Information 

The audited financial statements of the Company as of and for the year ended 2016 and 2017 included in this 

Prospectus have been prepared in accordance with International Financial Reporting Standards ("IFRS") issued 

by the International Accounting Standards Board (the "IASB"), including all International Accounting Standards 

and Interpretations issued by the IASB and the International Financial Reporting Interpretations Committee of the 

IASB that are relevant to the Company's operations. The Financial Statements were audited by the Company's 

independent auditors, EY Georgia LLC ("Auditor"), in accordance with International Standards on Auditing 

("ISA") and are represented in the appendix of this Prospectus. 

Certain amounts that appear in this Prospectus have been subject to rounding adjustments.  

 

Market, Industry and Economic Information 

The Company obtained the market data used in this Prospectus from internal unofficial surveys, industry sources 

and public information currently available. The main sources for market information and foreign exchange data 

used in this Prospectus are the National Bank of Georgia ("NBG"), International Finance Corporation ("IFC"), 

European Investment Bank ("EIB") and World Bank. The Company obtained Georgian macroeconomic data 

principally from the Legal Entity of Public Law National Statistics Office of Georgia ("Geostat") and the 

Government of Georgia ("Government"). The Company accepts responsibility for having correctly reproduced 

information obtained from third parties, and, so far as the Company is aware and has been able to ascertain from 

information published by those third parties, no facts have been omitted which would render the reproduced 

information inaccurate or misleading.  

 

General Information 

Unless otherwise stated all information contained in this Prospectus, including all historical financial information, 

is information of the Company.  

Capitalised terms have the meanings ascribed to them in the "Definitions" section of this Prospectus. 

 

Currency and Exchange Rates 

In this Prospectus, all references to "Lari" and "GEL " are to the lawful currency of Georgia; all references to 

"dollars," "US dollars", "US$" and "USD" are to the lawful currency of the United States of America; all 

references to "Euros", "€" and "EUR" are to the currency introduced at the start of the third stage of European 

economic and monetary union pursuant to the Treaty establishing the European Community, as amended.  

Solely for the convenience of the reader, this Prospectus contains translations of certain GEL amounts into US 

dollars at exchange rates established by the NBG and effective as of the dates, of for the periods, specified herein. 

These exchange rates may differ from the actual rates used in the preparation of the Financial Statements and 

other financial information appearing in this Prospectus. The inclusion of these exchange rates is not meant to 

suggest that the GEL amounts actually represent such US dollar amounts or that such amounts could have been 

converted into US dollars at any particular rate, or at all. 

The following table sets forth, for the years indicated, the high, low, average and period-end official exchange 

rates as reported by the NBG, in each case for the purchase of Lari, all expressed in Lari per US dollar. 
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High 

 

Low 

 

Average 

At the end of 

the period 

(GEL per US dollar) 

 

2017 2.7674 2.3824 2.5086 2.5922 

2016 2.7846 2.1272 2.3667 2.6468 

2015 2.4499 1.8780 2.2702 2.3949 

2014 1.9527 1.7241 1.7659 1.8636 

2013 1.7376 1.6348 1.6634 1.7363 

 2012 1.6751 1.6193 1.6513 1.6567 

2011 1.8111 1.6388 1.6860 1.6703 

2010 1.8875 1.6929 1.7826 1.7728 

__________ 
       

Source: NBG. 
       

 

The following table sets forth, for the months indicated, the high, low, average and period-end official exchange 

rates as reported by the NBG, in each case for the purchase of Lari, all expressed in Lari per US dollar. 

  

High 

 

Low 

 

Average 

At the end of 

the period 

(GEL per US dollar) 

 
2018 February ..................................................  2.4962 2.4427 2.4643 2.4795 

2018 January........................................................  2.5967 2.4578 2.5473 2.4969 

     

Source: NBG     

 

 

 

 

 

 



 

 

 

OVERVIEW OF THE OFFERING 

This overview below describes the principal terms of the Bonds. This overview does not purport to be 

complete and terms and conditions of the Bonds are described in more detail in other sections of the Prospectus, 

including "Terms and Conditions of the Bonds" . 

 

The Offer .....................................................................  Offering of  5,000,000 debt securities (Bonds) due on 22
nd

 

of June, 2021, [●] 

Issuer ...........................................................................  Georgian Leasing Company LLC (Identification Code: 

204972155; registered on 29 October 2001) 

Security .......................................................................  Coupon bond (fixed rate interest bearing security) 

Nominal Value ............................................................  US$ 1,000 (one thousand US Dollars)  

Number of Bonds ........................................................  5,000 (ten thousand) 

Total Issue Price ..........................................................  5,000,000 USD  

Minimum placement lot ..............................................  10 bonds (10,000 US$) 

Interest (coupon) .........................................................  The Bonds will bear interest at the rate of 6.5% per annum 

including applicable taxes. Final interest (coupon) rate will 

be fixed following the book-building and will be reflected in 

the final prospectus (see, Condition 2(a)  “Bond Offering 

Process” – pg.73)  

Issue Price ...................................................................  100% of the principal amount (nominal value) of the Bonds 

Bond Issuance Date ....................................................  The Bonds will be issued on 22
nd

 of June, 2018 

Maturity Date ..............................................................  The Bonds will be redeemed on 22nd of June, 2021]at their 

principal/nominal value together with accrued and unpaid 

interest (if any)  

Placement Agent .........................................................  JSC Galt & Taggart (Identification Code: 211359206)  

Bondholders’ Representative ......................................  Nodia, Urumashvili and Partners LLC (Identification Code: 

204484628)  

Calculation and Principal Paying Agent .....................  JSC Galt & Taggart (Identification Code: 211359206) 

Registrar ......................................................................  JSC United Securities Registrar of Georgia (Identification 

Code: 205156374) 

Interest Accrual and Payment .......................................  

 

 

 

 

 

The interest is accrued on the Bonds at the abovementioned 

rate from the date of issuance and placement of Bonds until 

the maturity date. The interest will be accrued based on a 

365-day year. The accrued interest will be payable semi-

annually on  22nd of December ]and 22nd of Juneeach year. 

The first payment of interest will be made on 22nd of 

December, 2018. 

 

 



 

10 

 

 

Bond Deferred Placement Date Any date after the Bond Initial Issuance and Placement Date 

until Offering Completion Date when the Bond is issued at the 

Deferred Placement Price 

Deferred Placement Price  100% of the principal amount (nominal value) of each Bond 

plus the amount equivalent to the Interest accrued on the Bond 

issued on the Bond Issuance until the Bond Deferred Placement 

date. 

Offering Completion Date  22
nd

 of June 2019, when offering and issuance of the Bonds will 

be completed 

 

Status and Ranking of the Bonds ................................  The Bonds constitute unsecured and unsubordinated 

obligations of the Company and shall at all times rank pari 

passu and without preference amongst themselves. The 

Bonds shall, save for such exceptions as may be provided by 

applicable legislation, at all times rank at least pari passu in 

right of payment equally with all other unsubordinated 

creditors of the Company 

Form of the Bonds ......................................................  The Bonds will be issued in dematerialized registered form. 

The Ownership interest in Bonds will be shown in the 

Register maintained by the Registrar and in registries 

maintained by Nominal Holders of the Bonds (as defined in 

the “Terms and Conditions of the Bonds”), and transfers of 

the Bonds shall be effected only through corresponding 

entries in the respective registries  

Redemption .................................................................  The Company may buy back the Bonds on secondary 

market prior to their maturity and hold such Bonds in 

treasury for further trading. The Company may redeem the 

Bond(s) prior to their maturity for cancellation by offering 

to the Bondholder(s) payment of the outstanding principal 

amount together with accrued and unpaid interest to the date 

of redemption. In addition, in certain cases, the Bonds may 

be redeemed at the option of the Company in whole, but not 

in part, at any time upon giving notice to the Bondholders, 

at their outstanding principal amount together with accrued 

and unpaid interest to the date of redemption in the event of 

certain changes affecting taxation in Georgia (see “Terms 

and Conditions of the Bonds”, Condition 7 (b) – 

“Redemption for Taxation”) 

Negative Pledge and Other Covenants ........................  Pursuant to the Terms and Conditions of the Bonds, the 

Issuer is subject to restrictions on the pledge of its assets 

except for certain Permitted Security Interests, and to other 

restrictions on the conduct of its business, disposal of assets 

and finances (See, "Terms and Conditions of the Bonds", 

Condition 5 (Covenants))  

Event of Default ..........................................................  If an Event of Default has occurred, the Bondholders' 

Representative (and in certain circumstances, Bondholders 

and/or Nominal Holders) may give notice that the Bonds 



 

 

 

are, and the Bonds shall immediately become, due and 

payable at 100% of the principal amount together with (if 

applicable) accrued interest. See "Terms and Conditions of 

the Bonds - Condition 10 (Events of Default)". 

Withholding Tax..........................................................  All payments of principal and interest by or on behalf of the 

Issuer in respect of the Bonds shall be made net of any 

applicable Georgian withholding tax.  

Use of Proceeds ..........................................................  The net proceeds received by the Company from the 

issuance of the Bonds will be used for financing its 

operating activities. 

Listing and Admission to Trading ...............................  The Issuer intends to make applications to the Georgian 

Stock Exchange for the Bonds to be admitted to listing on 

the official list and to the trading system of the Georgian 

Stock Exchange. 

Selling Restrictions .....................................................  The offer and sale of Bonds shall only be made within the 

jurisdiction of Georgia as allowed by the applicable laws of 

Georgia  

Governing Law ...........................................................  Georgian law 

Jurisdiction ..................................................................  Any disputes related to the Bonds shall be resolved by 

submission to the courts in Georgia, pursuant to the rules set 

out in the Prospectus 

Risk Factors ................................................................  Prospective investors shall consider carefully all the 

information set forth in this Prospectus and, in particular, the 

information set forth under "Risk Factors" before making a 

decision on investment in the Bonds 

 

Contact Information of the Issuer ...............................  Georgian Leasing Company LLC (Identification Code: 

204972155) Address: 3/5 Tatishvili Str. 0179 Tbilisi, 

Georgia; Tel: (995 32) 244-4404; E-mail: 
eakhvlediani@leasing.ge  

Contact Information of the Placement Agent ..............  JSC Galt & Taggart (Identification Code: 211359206); 

Address: 79 Aghmashenebeli Ave. 0102 Tbilisi, Georgia; 

Tel: (995 32) 244-4681; E-mail: ikirtava@gt.ge   

Contact Information of the Bondholders’ 

Representative .............................................................  
 

Nodia, Urumashvili and Partners LLC (Identification Code: 

204484628) Address: 71 Vazha-Pshavela Ave. 0186 Tbilisi, 

Georgia; Tel: (995 32) 220-7407; E-mail: eprem@nplaw.ge  

Contact Information of the Registrar ..........................  JSC United Securities Registrar of Georgia  (Identification 

Code: 205156374); Address: 11 Mosashvili Str. 0162 Tbilisi, 

Georgia; Tel: (995 32) 225-1560; E-mail: info@usr.ge 

Security Codes (ISIN) .................................................  

 

Security code will be assigned by the National Bank of 

Georgia after submission of the final Prospectus  

 

  

mailto:eakhvlediani@leasing.ge
mailto:ikirtava@gt.ge
mailto:eprem@nplaw.ge
mailto:info@usr.ge
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RISK FACTORS 

An investment in the Bonds involves certain risks. Prior to making an investment decision, prospective purchasers 

of the Bonds should carefully read this entire Prospectus. In addition to the other information in this Prospectus, 

prospective investors should carefully consider, in light of their own financial circumstances and investment 

objectives, the risks described below before making an investment in the Bonds. Any of the risks described below 

could have a material adverse effect on the Company's business, financial condition and operating results. If any 

of the risks actually occurs, the market value of the Bonds may be adversely affected. In addition, factors that are 

material for the purpose of assessing the market risks associated with the Bonds are also described below. 

Although the Company believes that the risk factors described below represent the principal risks inherent in 

investing in the Bonds, there may be additional risks and uncertainties that the Company currently considers 

immaterial or of which the Company is currently unaware, and any of these risks and uncertainties could have 

similar effects to those set forth below. Accordingly, the Company does not claim that the statements below 

regarding the risks of holding any Bonds are exhaustive. 

 

Risks Related to the Company’s Leasing Activities  

Macro economy, policies and market conditions could adversely affect Company’s business.  

Alike to the other countries in the world, in Georgia too companies’ business, financial condition and results of 

operations are largely affected by the macroeconomic and market conditions. Company generates most of its 

revenue from leasing services, growth of which is dependent on the demand for leasing services on Georgian 

market. A downturn in the Georgian economy may adversely affect the overall demand for leasing services, which 

could, in turn, harm Company’s business and growth prospects.  

Company’s business, financial condition and results of operations are also subject to evolving macroeconomic 

conditions and local policies in Georgia, including inflation or deflation, fluctuations in currency, accessibility to 

financing and levels of interest rates. Changes in macroeconomic conditions and local policies may materially and 

adversely affect Company and its businesses, financial condition and results of operations. If Company fails to 

promptly adjust its business structure and proactively mitigate risks in response to such policy changes, its 

business operations and prospects may be adversely affected.  

 

Any inability to maintain asset quality may have a material adverse impact on Company’s business, financial 

condition and results of operations.  

The sustainability and future growth of the business are largely dependent on Company’s ability to effectively 

manage and maintain asset quality of its leased asset portfolio, great majority of which is comprised of finance 

lease related assets (Operational lease related assets represent non meaningful part of the portfolio). If the asset 

quality of Company’s finance lease related assets deteriorates, it may materially and adversely affect Company’s 

business and results of operations as of December 31, 2016 and 2017, the share of the repossessed assets in the 

total assets amounted 21.81% and 14.28%, respectively (In the repossessed assets are included the assets, that 

were repossessed due to the client default. In this situation, the respective receivables are written-off; assets are 

valued at Fair Value in the “assets for leasing purposes” account).  

Company’s repossessed assets may increase due to deterioration of the leased asset portfolio. Company 

continually improves its business model (asset management and risk management measures, especially those of its 

credit risk management) and take initiatives to mitigate risks for purposes of reducing the levels of the non-

performing assets. However, Company may fail to effectively control the non-performing assets in its leased asset 

portfolio.  

Company’s leased asset portfolio may deteriorate due to various reasons, including factors beyond Company’s 

control, such as a slowdown in the Georgia’s economic growth, the occurrence of credit crisis, or other adverse 

market trends. Even though Company’s current portfolio is well diversified in terms of lessees’ industries, any 



 

 

 

significant changes in its lessees’ industries may adversely affect their operations, financial condition and cash 

flows, which may affect their ability to perform their payment obligations and may lead to defaults of the lessees. 

Other factors beyond Company control that may affect its lessees’ financial condition and cash flows include the 

following:  

 An increase in operating costs;  

 Labor shortage;  

 Fluctuations in interest rates and financing costs; 

 Accessibility to other financial support of the lessee;  

 Economic conditions and currency fluctuations in countries and regions where the lessee’s business operates;  

 Competition in the lessee’s industry;  

 Government regulations and related fees that impact on the lessee’s business; and  

 Geopolitical and other events, including the outbreak of war, terrorist acts, infectious diseases and natural 

disasters.  

 

 

The company has entered into new, much higher risk market (“Turbo”) and the failure of this strategy might 

have a material negative effect on its operations, financial stability and performance 

In September, 2017 the company has entered into a high risk – high return retail segment through the brand 

“Turbo”. “Turbo” represents a fast leasing solution for low-income individuals and, thus, the credit risk of the 

company is increased. Despite the fact that the interest rates on this product is quite high (effective interest rate of 

40% or more), there is a risk, that the majority of users of “Turbo” will not be able to fulfil their payment 

obligations, or the company might not be able to sell or release the repossessed assets soon which could result in 

substantial losses. 

 

Company’s leased assets, and collateral or guarantees securing the leases may not be sufficient or fully 

realized.  

Company obtains ownership of the leased assets as security for its leases and in very limited, highly risky cases 

requires additional security for certain leases. For purposes of reducing the credit risk of the leases, Company 

requires some of its lessees to provide charged and/or pledged collateral, mostly land and properties. In case of a 

material breach of lease payment terms, Company is entitled to enforce its security rights against such collateral 

and/or recover and dispose of the leased assets.  

Although Company conducts post-lease examinations of such collateral, its value may decrease significantly and 

may be materially and adversely affected by factors including damage, losses, excess supply, devaluation or a 

decrease in market demand.  

Similarly, material deterioration of the guarantors’ financial condition or creditworthiness may significantly affect 

the amount Company could recover under the respective guarantees. Company regularly reviews its guarantors’ 

financial condition, but there can be no assurance that sudden deterioration of their financial condition or even 

bankruptcy would not happen to such guarantors during the lease period. 

If the value of the leased assets, or the collateral or guarantees securing the leases, proves to be insufficient to 

compensate the losses from the relevant overdue lease payments, Company may need to obtain additional security 

from the lessees or other sources. However, there can be no assurance that Company will be able to achieve that. 

Any decline in the value of the leased assets, collateral or guarantees securing the leases, or Company’s failure to 

obtain additional security, may cause the Company to make additional allowance for, or write off, Company’s 

non-performing assets, which may, in turn, materially and adversely affect Company’s business, financial 

condition and results of operations.  
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Company may not be able to liquidate or otherwise realize the value of the leased assets upon a lessee’s default, 

especially in certain cases, where the relevant leased assets may not have a liquid trading market. In addition, the 

procedures for liquidating or otherwise realizing the value of collateral may be protracted, and such collateral may 

not be liquid either. Therefore, it may be difficult to enforce such charges or pledges. Before 2017 the Company 

has not maintained register of the repossessed asset re-lease/realisation dates. As of 31 December 2017, average 

number of days it takes from repossessing the asset to its release/resale 79. Furthermore, under certain 

circumstances, Company’s security interest in the collateral may be subordinated to the rights of certain other 

parties. (For example, in case of cross default). Any of the foregoing could adversely affect Company’s ability to 

realize the value of the leased assets or, the collateral that secures the leases, in a timely manner, or at all.  

 

Company may not be able to repay its debts, and it may incur more debts.  

Due to the balance sheet-driven nature of the business, Company expects that it will continue to maintain 

significant levels of indebtedness. As of December 31, 2016, Company’s total liabilities amounted to GEL 44,634 

thousand. This number has grown by 3.8% and amounted to GEL 46,330 thousand by December 31, 2017. As of 

December 31, 2016 and 2017, Company’s gearing ratio (net debt-to-equity ratio) was 12.3x and 2.5x, respectively. 

Reason for this growth is that, the 100% owner of this company, Bank of Georgia made the decision to convert 

12,347 lari (Accrued interest and loans lent by Bank of Georgia) to equity on July 7 2017. In certain of the 

financing agreements, creditors are entitled to require the Company to repay its debts early, if any mandatory 

prepayment event occurs, such as violation of certain regulatory indicators, failure to satisfy specified loan-to-

value ratios or non-performing asset ratios. There can be no assurance that such events will not occur. A 

mandatory prepayment of debt could reduce Company’s working capital and liquidity and affect its financing 

ability.  

In order to meet current debt commitments, and to maintain an adequate level of cash to properly fund its 

operations and expansion, Company may need to raise additional funds by accessing additional funding from 

banks or other financial institutions. Inability to raise such funds may materially and adversely affect Company’s 

financial condition and growth prospects.  

 

Company requires significant funding to support its business and may not be able to find necessary amount of 

funds in a timely manner.  

Company’s business is balance sheet-driven, which requires a substantial amount of funding to support the growth 

of the leased asset portfolio, to fund its operations and to repay the debts. Company has to make significant 

principal and interest payments on its outstanding indebtedness. Although the Company generally generates 

considerable funds from leasing operations, meeting its cash requirements for business needs in the long term 

requires substantial liquidity and stable access to multiple sources of funding. Company funds its operations and 

expansion primarily through bank borrowings, bond issuances and cash injections in equity capital, in addition to 

the cash generated from its business operations. If Company fails to maintain its existing and future funding 

arrangements on commercially acceptable terms, it may not be able to continue obtaining sufficient funding from 

the current sources. Company’s current sources of funding may not be sufficient to meet its liquidity needs in the 

future, and it may not be able to timely explore new sources to raise financing for the business.  

 

There can be no assurance that the Company can or will continue to match the maturity profile of its assets 

and liabilities as they grow. Any inability to do so will impact the liquidity and Company’s ability to settle its 

outstanding liabilities, which could have a material adverse effect on Company business, financial condition 

and results of operations.  



 

 

 

Company strives to effectively match the maturity profile of its financing with its assets on an on-going basis, 

although it may not be able to effectively match the maturities of its assets and liabilities, or to manage its 

liquidity risk regarding the borrowings and leased assets, which may in turn lead to a liquidity shortage, and the 

Company may not be able to repay its matured debts, therefore materially and adversely affecting Company 

business, financial condition and results of operations. 

 

Allowance for impairment losses on finance lease related assets may not be adequate to cover future credit 

losses.  

Company makes allowance for impairment losses on finance lease related assets in accordance with International 

Accounting Standards (“IAS”). The amount of allowance for impairment losses on Company’s finance lease 

related assets is determined on the basis of its internal provisioning procedures and guidelines, taking into account 

a number of factors, such as the nature and industry-specific characteristics of the lessees and their 

creditworthiness, economic conditions and trends, delinquencies and the value of the underlying collateral and 

guarantees. As the accounting standards require significant judgment and estimation on the future credit risks at 

certain points of time, Company may underestimate future risks and thus the allowance may not be adequate to 

cover the actual credit losses. Company’s allowance may prove to be inadequate if unforeseen or adverse changes 

occur in the Georgian economy, or if other events adversely affect specific lessees, industries or markets. Under 

such circumstances, Company may need to make additional allowance for its finance lease related assets, which 

could significantly reduce Company’s profit and may materially and adversely affect its business, financial 

condition and results of operations.  

 

Company’s insurance coverage may not be sufficient to cover potential liabilities or losses.  

Company normally requires its lessees under the lease contracts to indemnify the Company for, and insure against, 

liabilities arising out of the use and operation of the leased assets and damage to property for which the Company 

may be deemed liable. Company lessees are required to maintain the types of insurance pursuant to the Company 

request when purchasing insurance. Although the Company may restrict the use of leased property (for example, 

geographically) when entering into the contracts to avoid the risks that may occur in the future, there can be no 

assurance that claims arising from the leased assets will not reach the Company in the future.  

There can be no assurance that the lessees’ insurance, and any contingent insurance undertaken by the Company 

or will be adequate or sufficient to cover all types of claims that may be asserted against the Company. Any 

insurance coverage shortfall or default by lessees in fulfilling their indemnification or insurance obligations, as 

well as the lack of available insurance, could reduce Company revenue upon an event of loss and could subject the 

Company to uninsured liabilities, any of which could have an adverse impact on Company’s financial condition 

and its ability to meet its financial obligations.  

 

Changes in market interest rates may have a significant impact on Company’s financial condition.  

Since both the lease Income the Company receives from leases and the interest The Company pays on its 

indebtedness are affected by market interest rates. High volatility in market interest rates will directly affect its 

financing costs, lease income, net interest margin, and, The Company’s profit margin and financial condition. 

Fluctuations in market interest rates are subject to various factors beyond Company control, such as the regulatory 

framework of the Georgian banking and financial sectors and the economic and political environment in Georgia.  
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Company’s success in business depends on its ability to attract and retain senior management and key 

employees.  

Company operates in an increasingly competitive market environment where highly specialized expertise is 

required for the efficient management of leased assets. Company depends on the continued efforts of its senior 

management team and core employees for the success. Company’s senior management plays a vital role in its 

operations. Each of them has many years of experience in the financial or leasing industry in Georgia, and they 

collectively possess in-depth understanding of Company’s major business lines, customers and competitors, and 

the laws related to the business. Therefore, they are essential in formulating and implementing strategies necessary 

for achieving success for the Company. However, the senior management team and key employees may 

voluntarily terminate employment with the Company or leave their positions due to reasons beyond Company’s 

control. The loss of service of any of its senior management team and key employees could impair Company’s 

ability to operate and hinder its efforts to implement business and growth strategies. The Company may not be 

able to replace them with others of equivalent expertise and experience within a reasonable period of time.  

Company’s continued success also depends on its ability to attract and retain qualified staff to manage its existing 

operations. It may also need to offer superior compensation and other benefits to attract and retain key personnel, 

and the compensation and benefit payments may thus increase unpredictably or at a greater rate than Company 

revenues. This may also adversely affect Company’s financial condition and results of operations.  

 

The Company is subject to other operational risks inherent to its business activities:  

 Single customer exposure – As of 31 December 2017, 17% (2016: 25%) of the Company portfolio is 

concentrated on five clients. From which, 8.75% (2016: 14%) comes on the two biggest customers – 

4.49% and 4.25% (2016: 8.82% და 5.29%), respectively. None of the other clients individually, 

represent more than 3% of the total portfolio. The Company may knowingly or unknowingly (if it is 

unaware of the links between different lessees) lease out assets to groups of companies with the same 

shareholder and, as a result, increase the concentration and consequently, risk of the portfolio. 

 Industry Exposure – As of 31 December 2017, the corporate part of the Company portfolio amounts to 

78% and is concentrated on 2 top (Service and construction) industries (in total - 48% of the corporate 

portfolio and 37% of the total portfolio). Also, in case of increased exposure to specific industries, the 

risk of portfolio will be increased significantly, as the profitability of the company will be highly 

dependent on the profitability of the specific industry. 

 Customer eligibility – clients or their shareholders might have a bad credit history involving overdue 

payments and unpaid liabilities that implies a major risk to their creditworthiness. 

 Reliability of asset price estimates – Although the Company works with well-established 

manufacturers still some part of the portfolio assets are comprised by used assets; moreover there are 

cases whereby customers want an asset from a lesser-known manufacturer that is offering it at a lower 

price. In such cases, an objective/realistic valuation of the asset becomes important. The valuation is 

performed by the internal valuators of the Company. The value established by the valuators may differ 

from the fair value of the asset, which can be loss making for the Company.  

 Vendor risk – Despite the fact, that the Company buys assets only from the vendors with good 

reputation, there still is a risk, that the vendor might receive an advance payment but not deliver the asset 

to the Company or/and to deliver the asset which has not all the parameters, which is a risk of the 

Company. This risk is bounded by the amount of prepayment paid by the Company in advance. The 

relationship with the vendors is regulated with the respective agreements. However, this risk is partially 

(in a small amount) still present. Historically, in 2015 the Company has written off prepayments to the 

vendors in the amount of GEL 635 thousand. However, after the change of the management, this figure is 



 

 

 

significantly improved due to better risk management and reduced to GEL 136.8 thousand for the year 

2016. In 2017 the Company did not have such write-offs. Despite the tendency, there is no guarantee that 

this kind of expenses will not incur in the future. 

 Legal/procedural risk – The Company staff might make an error while drafting an agreement, insuring 

an asset, or handing over the asset to the customer, among other things  

 Customer fraud risk – A customer might fabricate financial statements and present information 

misrepresenting the size, scale and capabilities of the customer. 

 

There can be no assurance that the Controlling Shareholder will continue to support the Company, and 

changes in its control over the Company may materially and adversely affect leasing business, financial 

condition and results of operations.  

Company obtains support from its ultimate Shareholder, BGEO Group, in many aspects.  

 The Company has been conducting its business through collaboration with Bank of Georgia, given its strong 

resources in customer selection and marketing, due diligence and project review; 

Company’s credit standing is largely affected by BOG’s, which has helped reduce Company’s financing costs, 

further expanded its financing channels and enhanced its bargaining power. 

 If JSC Bank of Georgia’s willingness to support the Company changes, its business, financial condition and 

results of operations could be materially and adversely affected.  

 

If, in the future, the Company fails to comply with any applicable regulations relating to, or the Company is 

associated with, money laundering or terrorist financing, this could have an adverse effect on the Company.  

Although the Company has implemented comprehensive anti-money laundering ("AML") and know-your-

customer ("KYC") policies and adheres to all requirements under applicable legislation aimed at preventing it 

being used as a vehicle to facilitate money laundering, there can be no assurance that these measures will be 

completely effective. If, in the future, the Company fails to comply with timely reporting requirements or other 

AML regulations or is associated with money laundering or terrorist financing, this could have a material adverse 

effect on the Company. In addition, involvement in such activities may carry criminal or regulatory fines and 

sanctions. 

 

Company may not be able to detect or prevent fraud or other misconduct committed by its employees or third 

parties.  

Fraud or other misconduct by the Company employees, (such as unauthorized business transactions, bribery and 

breach of internal policies and procedures) or by third parties, such as breach of law, may be difficult to detect or 

prevent. It could subject Company to financial loss and sanctions imposed by governmental authorities while 

seriously damaging its reputation. This may also impair Company’s ability to effectively attract prospective 

customers, develop customer loyalty, obtain financing on favourable terms, compete in invitations to tender and 

conduct other business activities.  

Company’s risk management systems, information technology systems and internal control procedures are 

designed to monitor its operations and overall compliance. However, Company may be unable to identify non-

compliance or suspicious transactions promptly, or at all. Furthermore, it is not always possible to detect and 

prevent fraud or other misconduct committed by the employees or third parties, and the precautions Company 

takes to prevent and detect such activities may not be effective. Therefore, the Company is subject to the risk that 
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fraud or other misconduct may have previously occurred but was undetected, or may occur in the future. This may 

materially and adversely affect Company’s business, financial condition and results of operations.  

 

If Company cannot successfully maintain the growth of the leased asset portfolio, its business, financial 

condition, results of operations and prospects may be materially and adversely affected.  

Company’s finance lease income represents the interest income from its direct finance lease and sale-and-

leaseback businesses. As of December 31, 2016 and 2017, the finance leases receivable were GEL 32,612 

thousand and GEL 45,424 thousand, respectively. The growth of the leased asset portfolio may be affected by 

Georgia’s economic conditions and other macroeconomic factors, such as GDP growth, changes in inflation rates 

and interest rates, and variations in laws, regulations and rules concerning the leasing industry. There can be no 

assurance that the Company will be able to maintain the growth of the leased asset portfolio in the future.  

 

Company business is dependent on the proper functioning of its information technology systems.  

Company’s business operations are dependent on the ability of its information technology systems to accurately 

process large numbers of transactions and information in a timely manner. Company’s information technology 

infrastructure also plays an important role in its risk management and financial control. Company has established 

its own internal back-up systems to carry on the principal functions in the event of system failures. However, 

business operations may be disrupted if any of the systems fail due to, among other things, fire, natural disasters, 

power loss, software faults, computer virus attacks, conversion errors due to system upgrades, or security 

breaches. Any disruption to any of Company information technology systems could harm the business and 

adversely affect Company’s financial condition and results of operations.  

 

Company may be subject to risks related to epidemics, acts of terrorism, wars, or other natural or man-made 

calamities globally. 

 Natural disasters such as earthquakes, floods, severe weather conditions, or other catastrophic events, may 

severely affect the regions where the Company or its lessees operate. Similarly, acts of terrorism, wars, threats of 

war, social unrest and the corresponding heightened travel security measures instituted in response to such events, 

as well as geopolitical uncertainty and international conflict and tension, could affect economic development and 

construction projects. In turn, there could be a material adverse effect on Company’s business, financial condition 

and results of operations. In addition, Company may not be adequately prepared in terms of contingency planning 

or have recovery capabilities in place to deal with a major incident or crisis. As a result, Company’s operational 

continuity may be adversely and materially affected and its reputation seriously harmed.  

 

The industries in which company participates are increasingly competitive.  

The leasing industry is developing rapidly and becoming increasingly competitive.  Although the Georgian leasing 

industry still has great potential for development, there can be no assurance that the Company will be able to 

maintain its current position as a result of the increasingly intense competition. Some of Company’s competitors 

may have greater financial and management resources than the Company does. They may have more operational 

and financial resources as well as customer networks and relationships, lower financing costs, and higher risk 

tolerance or different methods of risk assessment, such that they can consider or afford a wider variety of 

investments, establish more relationships, and bid more aggressively on assets available for sale. In addition, some 

of Company’s competitors may offer better terms to prospective lessees than the Company does.  



 

 

 

Company also competes with major commercial banks and other financial services providers in Georgia. These 

institutions may provide financing at more favourable terms to the Company’s current and prospective customers. 

Moreover, more advantageous financing terms can be offered by dealers/distributors  of certain types of leasable 

assets 

 

Company’s risk management and internal control systems may have defects, which may not effectively mitigate 

all the risks it faces.  

In recent years, as the Company business developed to a variety of industries, its business model and risk 

exposures became more complex. Company continually improves its risk management system, but its risk 

management measures may not be able to capture and mitigate all material risks in the business. Therefore, when 

Company enters a new industry, approaches new customers or develops new products or services, is may not be 

able to adequately identify and estimate all future risk exposures, since some of its risk management and control 

methods are based upon historical business experience, market behaviour and past events, and such risk exposures 

could be significantly greater than Company estimations based on historical data.  

Company’s other risk management methods depend on the evaluation of information regarding markets, 

customers or other relevant matters, which may be inaccurate, incomplete, obsolete or improperly evaluated.  

Furthermore, as Company business is developing, its risk management and internal control policies may not be 

able to effectively reduce and mitigate all types of risks, including unexpected risks and those of which the 

Company is unaware of, which may contribute to an increase in the non-performing asset ratio. In addition, in 

response to operational, legal or financial risks, Company needs to establish various sets of policies and 

procedures, in order to accurately record and verify a large number of transactions and events. Such policies and 

procedures may not be fully effective. Any failure to properly implement Company’s risk management procedures 

or any failure to identify applicable risks may materially and adversely affect Company’s financial condition and 

results of operations.  

 

Company business involves various industries, any volatility of which may materially and adversely affect its 

business, financial condition and results of operations.  

Company’s business primarily comprises parts of general construction, manufacturing and service sectors. These 

businesses could be affected, to various extents, by economic cycle of the relevant industries. The nature, timing 

and extent of changes in industry-wide conditions are largely unpredictable. In the event of an industry downturn, 

unfavourable economic and market conditions may lead to a decline in the demand for Company leasing services, 

and an increase in number of clients defaults, as well as the deterioration in quality of the leased assets, which 

may, in turn, materially and adversely affect Company business, financial condition and results of operations.  
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Macroeconomic Risks and Political Risks Related to Georgia 

Regional tensions could have an adverse effect on the local economy and Company’s business. 

Georgia shares borders with Russia, Azerbaijan, Armenia and Turkey and could be adversely affected by political 

unrest within its borders and in surrounding countries. In particular, Georgia has had on-going disputes in the 

breakaway regions of Abkhazia and the Tskhinvali Region/South Ossetia, and with Russia, since Georgian 

independence in 1991. These disputes have led to sporadic violence and breaches of peace- keeping operations. In 

August 2008, the conflict in the Tskhinvali Region/South Ossetia escalated as Georgian troops engaged with local 

militias and Russian forces that crossed the international border, and Georgia declared a state of war. Although 

Georgia and Russia signed a French-brokered ceasefire that called for the withdrawal of Russian forces later that 

month, Russia recognized the independence of the breakaway regions and tensions persist as Russian troops 

continue to occupy Abkhazia and the Tskhinvali Region/South Ossetia. For example, in summer 2013 Russian 

border guards erected fences along portions of the demarcation line between Georgia and South Ossetia and 

similar future actions could further increase tensions. Russia is also opposed to the eastward enlargement of 

NATO, potentially including former Soviet republics such as Georgia. The Georgian government has taken certain 

steps towards improving relations with Russia, but these have not currently resulted in any formal or legal 

changes in the relationship between the two countries. 

Relations between Azerbaijan and Armenia remain tense, and there are sporadic instances of violence between 

these two countries. 

Geopolitical tensions between Ukraine and Russia may also have an adverse impact on the Georgian economy. 

The crisis in Ukraine began in late 2013 and currently economy is recovering but precise forecast is difficult. The 

United States and EU have imposed trade sanctions on various Russian and Crimean officials and against Russia, 

including several Russian banks and companies. The ongoing political instability, civil disturbances and military 

conflict in Ukraine, any prolongation or further escalation of the geopolitical conflict between Russia and 

Ukraine, any further decline in the Russian economy due to the impact of the trade sanctions, falling oil prices or 

currency depreciation, increasing levels of uncertainty, increasing levels of regional, political and economic 

instability and any future deterioration of Georgia’s relationship with Russia, may have a negative effect on the 

political or economic stability of Georgia. 

Accordingly, the political and economic stability of Georgia may be affected by any of the following: 

• deterioration of Georgia’s relationship with Russia, including  relation to border and territorial disputes; 

• changes in Georgia’s importance as a transit country for energy supplies; 

• changes in the amount of aid granted to Georgia or the ability of Georgian manufacturers to access 

world export markets; or 

• significant deterioration in relations between Azerbaijan and Armenia. 

 

There are additional risks associated with investing in emerging markets such as Georgia. 

Emerging markets may have higher volatility, more limited liquidity and a narrower export base than more 

developed markets and are subject to more frequent changes in the political, economic, social, legal and 

regulatory environment. They are subject to rapid change and are particularly vulnerable to market conditions and 

economic downturns elsewhere in the world. 

In addition, international investors may react to events, disfavoring an entire region or class of investment, a 

phenomenon known as the ‘‘contagion effect’’. If such a contagion effect occurs, Georgia could be adversely 

affected by negative economic or financial developments in other emerging market countries. Georgia has been 

adversely affected by contagion effects in the past, including following the 1998 Russian financial crisis and the 

more recent global financial crisis and may be affected by similar events in the future. 

Financial or political instability in emerging markets also tends to have a material adverse effect on capital 

markets and on the wider economy as investors generally move their money to more developed markets, which 

they may consider to be more stable. These risks may be compounded by incomplete, unreliable, unavailable or 

untimely economic and statistical data on Georgia, which may include information in this document. 



 

 

 

Company business may be materially adversely affected by any depreciation of the Georgian Lari against the 

U.S. dollar and Euro. 

Although the GEL is a fully convertible currency, there is generally no market outside Georgia for the exchange 

of GEL. A market exists within Georgia for the conversion of the GEL into other currencies, but it is limited in 

size. According to NBG, in 2013-2017, the average volume of trading turnover in the GEL-US dollar and GEL-

Euro markets (excluding the activities of the NBG) amounted to US$ 26.8 billion and €8.4 billion, respectively. 

According to the NBG, it had US$ 3.04 billion in gross official reserves as of 31 December 2017. While the 

Government has stated that these reserves are sufficient to avoid excessive exchange rate volatility in the market 

in the short term, deterioration of fundamental factors of the currency may hamper the development of Georgia's 

economy, which could have a material adverse effect on the businesses of the Company's corporate customers 

and, in turn, on the Company. 

In addition, the ability of the Government and the NBG to limit any volatility of the GEL will depend on a 

number of political and economic factors, including the NBG's and the Government's ability to control inflation, 

the availability of foreign currency reserves and FDI and other hard currency inflows. Any failure to control these 

factors, or a major depreciation or further weakening of the GEL, could adversely affect Georgia's economy. 

According to Geostat estimates, annual consumer price inflation in Georgia was 2.1% in 2016, 4.0% in 2015 and 

3.1% in 2014. In 2017, inflationary pressures reemerged   and annual inflation came in at 6.7% in 1Q17. High 

inflation can lead to instabilities in currency and financial markets, a reduction in consumer purchasing power and 

erosion of consumer confidence. Any of these eventualities could lead to lower current performance of Georgia's 

economy and negatively affect the businesses of the Company's customers, which could, in turn, have a material 

adverse effect on the Company. 

 

Political and governmental instability in Georgia could have a material adverse effect on the local economy 

and Company’s business. 

Since its independence from the former USSR in 1991, Georgia has experienced an ongoing and substantial 

political transformation from a constituent republic in a federal socialist state to an independent sovereign 

democracy. 

Georgia faces several challenges, one of which is the need to implement further economic and political reforms. 

However, business and investor friendly reforms may not continue or may be reversed or such reforms and 

economic growth may be hindered as a result of any changes affecting the continuity or stability of the Georgian 

Dream coalition government or as a result of a rejection of reform policies by the president, the parliament or 

others. 

In October 2010, the parliament of Georgia approved certain amendments to the constitution of Georgia that were 

intended to enhance the primary governing authority of the parliament, to increase the powers of the prime 

minister of Georgia and to limit the scope of functions of the president of Georgia. Although the parliament 

unanimously adopted certain constitutional amendments further limiting the powers of the president of Georgia in 

March 2013, any further changes to Georgian parliamentary, presidential or prime ministerial powers might create 

political disruption or political instability or otherwise negatively affect the political climate in Georgia. 

 

The uncertainties of the judicial system in Georgia, or any arbitrary or inconsistent state action taken in 

Georgia in the future, may have a material adverse effect on the local economy, which could, in turn, have an 

adverse effect on Company’s business. 

Georgia is still developing an adequate legal framework required for the proper functioning of a market economy. 

Several fundamental civil, criminal, tax, administrative and commercial laws have only recently become effective. 

The recent introduction of this legislation and the rapid evolution of the Georgian legal system have given rise to 

doubts as to the quality and the enforceability of laws, and have resulted in ambiguities and inconsistencies in 

their application. In addition, the court system in Georgia is understaffed and has been undergoing significant 

reform. Judges and courts in Georgia are generally less experienced in commercial and corporate law than in 

certain other countries, particularly in Europe and the United States. The uncertainties of the Georgian judicial 

system could have a negative effect on the Georgian economy, which could, in turn, have a material adverse effect 

on Company’s business, financial condition and results of operations. 
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There may be challenges associated with legislative harmonization of the Georgian regulatory environment 

with the EU driven by the DCFTA. 

On 27 June 2014, Georgia signed an Association Agreement and established a Deep and Comprehensive Free 

Trade Area with the EU, which envisages bilateral trade liberalization with the EU. The implementation of the 

Association Agreement is expected to create new business opportunities, but may pose challenges for businesses, 

households and the state. The implementation of the Association Agreement and the DCFTA may require Georgia 

to conform to EU trade-related and sector-specific legislation, which is expected to be challenging, especially in 

the areas of environmental protection and customer safety, including product and safety information, among 

others. 

Georgia has been gradually conforming its trade legislation to EU norms and practices since it became a member 

of the WTO in 2000. Some of the recent changes in regulation include the 2013 amendments to the labor code to 

bring Georgian labor regulations closer to commitments under the Association Agreement and the DCFTA. These 

amendments required employers to pay overtime, increased severance pay (to one to two months’ salary), 

strengthened workers’ rights to challenge employers’ decisions in courts, prohibited firing without clear reasons 

for dismissal, and guaranteed basic working conditions.  

Other changes may be expected in governmental policy, including changes in the implementation or approach of 

previously announced government initiatives. In addition, the implementation of the Association Agreement may 

place a significant burden on regulatory bodies, divert their resources from on-going reforms and slow their 

efficiency. 

As a result of expected regulatory amendments to achieve harmonization with EU legislation, Company may be 

required to adjust its policies and procedures to comply with any resulting changes in laws and regulations. For 

example, Company has made changes to its labor contracts to reflect changes to the labor code described above. 

Company expects that there will be further changes, although it cannot predict the extent to which the Company 

might be affected by, or able to comply with, any such changes. 

 

Uncertainties in the tax system in Georgia may result in the imposition of tax adjustments or fines against the 

company and there may be changes in current tax laws and policies. 

Tax laws have not been in force in Georgia for significant periods of time compared to more developed market 

economies. This creates challenges in complying with the laws, to the extent that the tax laws are unclear or 

subject to differing interpretations, and subjects companies to the risk that their attempted compliance could be 

challenged by the authorities. 

Moreover, such tax laws are subject to changes and amendments, which can result in unusual complexities for the 

Company and its business. A new tax code came into effect on 1
st
 January 2011. Differing opinions regarding the 

interpretation of various provisions exist both among and within governmental ministries and organizations, 

including the tax authorities, creating uncertainties, inconsistencies and areas of conflict. However, the tax code 

does provide for the Georgian tax authorities to give advance tax rulings on tax issues raised by taxpayers. While 

the Company believes that it is currently in compliance with the tax laws, it is possible that the relevant 

authorities could take differing positions with regard to their interpretation, which may result in tax adjustments or 

fines. There is also a risk that the Company could face fines or penalties as a result of regular tax audits. 

Changes in the Corporate Income Tax rules were legally enforced effective on 1
st
 January 2017. Only distributed 

profit is subject to taxation defined as cash or non-cash dividend disbursed to owners that are individuals or non-

resident legal entities - reinvested profit is no longer subject to taxation. New Corporate Profit Tax model does not 

envisage special tax regulations for leasing companies – profit tax is charged on distributed profit 

In addition, tax laws and government tax policies may be subject to change in the future, including changes 

resulting from a change of government (see —‘‘Political and governmental instability in Georgia could have a 

material adverse effect on the local economy and the company’’). Such changes could include the introduction of 

new taxes or an increase in the tax rates applicable to the Company or its customers, and this may have a material 

adverse effect on Company’s business. 

 



 

 

 

Because the Company operates solely within Georgia, it will be affected by changes in Georgian economic 

conditions. 

Company operates in, and all of its revenue is sourced from, Georgia. Company’s results of operations are, and 

are expected to continue to be, significantly affected by financial and economic developments in, or affecting, 

Georgia and, in particular, by the level of economic activity in Georgia. Factors such as gross domestic product 

(GDP), inflation, interest and currency exchange rates, as well as unemployment, personal income and the 

financial situation of companies, have a material impact on customer demand for Company products and services. 

Although the Georgian economy has shown signs of resilience during recent long-lasting external shocks, related 

to oil price slump, global appreciation of USD and real GDP growth slowed considerably. According to Geostat, 

the country’s real GDP grew by 2.8% in 2016 and grew even further to 5% in 2017. The Georgian lari (GEL) 

depreciated by 9.5% against the U.S. dollar in 2016 . Until August 2017 GEL has been appreciating against the 

U.S. dollar, but has depreciated again in the last three months. Despite this, in 2017 GEL has appreciated by 2.1% 

against U.S. Dollar. However, it should be kept in mind, that weaker external demand may place further strains on 

Georgia’s economy. 

Georgia faces significant risks to its growth prospects, including risks associated with the exchange rate, financial 

stability, inflation, budget and capital flight. Market turmoil and economic deterioration in Georgia may cause 

consumer spending to decline and have a material adverse effect on the liquidity and financial condition of 

Company’s customers in Georgia. 

 

Other Risks Relating to Emerging Markets 

The uncertainties of the judicial system in Georgia, including difficulty to enforce court judgments, may have 

an adverse effect on the local economy, which could, and in turn, have an adverse effect on the Company 

Georgia is still developing an adequate legal framework that is required for the proper functioning of a market 

economy. For example, several fundamental civil, criminal, tax, administrative and commercial laws have only 

recently become effective. The recent nature of much of Georgian legislation and the rapid evolution of the legal 

system place the quality and the enforceability of laws in doubt and may result in ambiguities and inconsistencies 

in their application. 

In addition, the court system in Georgia is understaffed and has been undergoing significant reform. Judges and 

courts are generally less experienced in the area of business and corporate law than is the case in other countries, 

particularly the United States and EU countries. Most court decisions are not easily available to the general 

public, and enforcement of court judgments may, in practice, be difficult. The uncertainties of the judicial system 

could have a negative effect on the economy and a material adverse effect on the business of the Company's 

corporate customers, which could, in turn, have a material adverse effect on the Company.   

 

Any future changes in the laws and policies regulating the leasing industry may negatively affect the Company 

In the past, the Georgian Government has acknowledged the need for improving regulation of leasing activities in 

Georgia to bring it closer to the best international standards. This may result in certain changes to the laws and 

regulations governing leasing activities, including introduction of previously non-existing legal barriers, such as 

licensing, interest rate caps, capital adequacy or other regulatory requirements.  Moreover, future changes in 

regulation, fiscal or other policies are unpredictable and there is often a delay between the announcement of a 

change and the publication of details of such change. Moreover, any such change is outside the control of the 

Company and might have a negative impact on the Company’s performance. Coping with new regulations might 

constrain Company's profitability and growth. The changes might restrict leasing companies from introducing 

new leasing products, add an additional tax burden, discourage potential clients from receiving leasing services or 

cause other unpredictable damage to the leasing industry as a whole. 
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Risks Relating to the Bonds  

The market price of the Bonds may be volatile 

The market price of the Bonds could be subject to significant fluctuations in response to actual or anticipated 

variations in the Company's operating results, actual or anticipated variations in the operating results of the 

Company's competitors, adverse business developments, changes to the regulatory environment in which the 

Company operates, changes in financial estimates by securities analysts and actual or expected sales of a large 

number of Bonds, as well as any other factors affecting the Company, including economic and market conditions 

in Georgia. In addition, in recent years, the global financial markets have experienced significant price and 

volume fluctuations, which, if repeated in the future, could adversely affect the market price of the Bonds without 

regard to the Company's business, financial condition and results of operations. If an active trading market for the 

Bonds develops, there can be no assurance that events in Georgia or elsewhere will not cause market volatility or 

that such volatility will not adversely affect the liquidity or the price of the Bonds or that economic and market 

conditions will not have any other adverse effect. If the Bonds are traded after their initial issuance, they may 

trade at a discount to their offering price, depending upon prevailing interest rates, the market for similar 

securities, general economic conditions, the financial condition of the Company or other factors, some of which 

may be beyond the control of the Company. 

 

The Bonds constitute unsecured obligations of the Company 

The Company's obligations under the Bonds will constitute unsecured obligations of the Company. Accordingly, 

any claims against the Company under the Bonds would be unsecured claims that would be satisfied after any 

secured creditors. The ability of the Company to pay such claims will depend upon, among other factors, its 

liquidity, overall financial strength and ability to generate asset flows. 

 

Any change of law in Georgia in the future may have a material adverse effect on the Bonds, including their 

GSE listing  

The terms and conditions of the Bonds are based on the laws of Georgia in effect as of the date of this Prospectus. 

There can be no assurance in terms of the impact of judicial decisions or changes in law or administrative practice 

in Georgia after the date of this Prospectus. 

The Company intends to make an application to the GSE for the Bonds to be admitted to listing on the GSE's 

official list and to trading on the GSE. The Parliament of Georgia was considering certain changes to securities 

legislation in 2013 that could negatively affect listing of the Bonds and their admission to trading on the GSE as 

well as maintaining such listing and admission in the future. Although these draft amendments were widely 

criticized and were not adopted, any future changes  to the securities legislation could have a negative effect on 

the listing and admission to trading of the Bonds and the trading market for the Bonds. 

 

Investors whose financial activities are denominated in a currency or currency unit other than US dollars may 

receive less interest or principal than expected, as a result of fluctuations in exchange rates or changes to 

exchange controls 

The Company will pay principal and interest on the Bonds in US dollars. This presents certain risks relating to 

currency conversions if an investor's financial activities are denominated principally in a currency or currency unit 

(the investor's currency) other than US dollars. These include the risk that exchange rates may significantly 

change (including changes due to devaluation of the US dollar or revaluation of the investor's currency) and the 

risk that authorities with jurisdiction over the Company's or the investor's currency may impose or modify 

exchange controls. An appreciation in the value of the investor's currency relative to the US dollar would decrease 

(i) the investor's currency equivalent yield on the Bonds, (ii) the investor's currency-equivalent value of the 

principal payable on the Bonds and (iii) the investor's currency-equivalent market value of the Bonds.  

Governmental and monetary authorities may impose (such experience is also presented in other countries) 

exchange controls that could adversely affect an applicable exchange rate. As a result, investors may receive less 

interest or principal than expected, or no interest or principal, on the Bonds. 



 

 

 

An investment in the Bonds involves certain legal investment considerations 

The investment activities of certain investors are subject to legal investment laws and regulations, or review or 

regulation, by certain authorities. Each potential investor should consult their legal advisers to determine whether 

and to what extent (i) the Bonds are legal investments for them; (ii) the Bonds can be used as collateral for various 

types of borrowing and (iii) other restrictions apply to its purchase or pledge of the Bonds. Financial institutions 

should consult their legal advisers or the appropriate regulators to determine the appropriate treatment of the 

Bonds under any applicable risk-based capital or similar rules. 

 

Transfer of the Bonds will be subject to certain restrictions 

The Bonds have not been and will not be registered under the United States Securities Act of 1933, as amended 

("US Securities Act") or any US state securities laws. Prospective investors may not offer or sell the Bonds, 

except pursuant to an exemption from, or in a transaction not subject to, the registration requirements of the US 

Securities Act and applicable state securities laws. It is the obligation of prospective investors to ensure that their 

offers and sales of the Bonds within the United States and other countries comply with any applicable securities 

laws. 

 

Investors in the Bonds must rely on procedures of the Registrar, the Bondholders' Representative and in 

corresponding cases - Nominal Holders of the Bonds 

The Company will discharge its payment obligation under the Bonds by making payments to Bondholders and 

Nominal Holders of the Bonds registered in the Register maintained by the Registrar (as such terms are defined in 

the Terms and Conditions of the Bonds). A Bondholder must rely on the procedures of the Registrar and of the 

Nominal Holders (where applicable) to receive payments under the Bonds. The Company has no responsibility or 

liability for the records relating to, or payments made in respect of, beneficial interests in any Bonds.  

The Terms and Conditions of the Bonds provide that the Bondholders' Representative will be required to take 

action on behalf of the Bondholders in certain circumstances, but only if the Bondholders' Representative is 

indemnified and/or pre-funded and/or secured to its satisfaction. It may not be possible for the Bondholders' 

Representative to take certain actions and accordingly in such circumstances the Bondholders' Representative will 

be unable to take such actions, notwithstanding the provision of an indemnity and/or prefunding and/or security to 

it, and it will be for Bondholders and nominal holders to take such actions directly. 

 

The terms and conditions of the Bonds may be modified or waivers for breaches of the terms and conditions 

may be issued in the future 

The terms and conditions of the Bonds contain provisions for calling meetings of Bondholders to consider matters 

affecting their interests generally. These provisions permit defined majorities to bind all Bondholders, including 

Bondholders who did not attend and vote at the relevant meeting and Bondholders who voted in a manner 

contrary to the majority.  

 

There may not be an active trading market for the Bonds 

There can be no assurance that an active trading market for the Bonds will develop, or, if one does develop, that it 

will be maintained. If an active trading market for the Bonds does not develop or is not maintained, the market or 

trading price and liquidity of the Bonds may be adversely affected by a number of factors, some of which may be 

beyond the control of the Company. If the Bonds are traded after their initial issuance, they may trade at a 

discount to their initial offering price, depending upon prevailing interest rates, the market for similar securities, 

general economic conditions and the financial condition of the Company.  
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Other Regulatory Risks  

The Company is a Reporting Company and is subject to additional regulations and reporting requirements 

The Company is a Reporting Company within the meaning of the Law of Georgia on Securities Market 

("Securities Law"). The Securities Law sets certain approval and transparency requirements for transactions in 

which the members of the governing bodies of a Reporting Company and direct or indirect owners of 20% or 

more of its shares are regarded as "Interested Parties" (such cases are defined in the Securities Law). According 

to the Securities Law, a transaction involving Interested Parties shall be approved by the supervisory board or the 

general meeting of shareholders. For transactions exceeding 10% of the value of the assets of the Company, such 

transactions shall be approved by the general meeting of shareholders. Transactions with 100% subsidiaries and 

100% shareholders are exempted from these requirements (see "Regulation of Leasing Activities in Georgia -

Additional Requirements Applicable to Reporting Companies"). Furthermore, the Securities Law imposes specific 

reporting obligations on a Reporting Company. A Reporting Company is obliged to submit to the NBG, publish or 

provide to the registered owners of its securities annual, semi-annual and current reports. If the Bonds are traded 

on the GSE, such information must be also provided to the GSE.  The NBG is entitled to request additional 

information from the Reporting Companies.   

Requirement of approval of transactions with Interested Parties and reporting requirements will pose additional 

regulatory burden on the Company and may affect the efficiency of its operations. In addition,  the failure to 

obtain required approvals may cause invalidation of the relevant transactions in certain cases. 

 

Anti-monopoly regulations may negatively affect the activities of the Company 

In March 2014 significant amendments were made to law of Georgia on Competition ("Competition Law"). 

Various restrictions were introduced in relation to concentration of economic agents, abuse of dominant position, 

state aid, etc., whereas no competition regulations of general application existed in Georgia previously (except for 

certain industries such as banking and telecommunications).  The Competition Agency was established in April 

2014 based on the Competition Law. The Competition Agency is entitled to monitor compliance of private entities 

with the anti-monopoly legislation in Georgia and has various powers including the right to impose fines for 

breach of the Competition law. The Competition Agency is expected to issue various normative acts based on the 

Competition Law in the nearest future. The novelty of anti-monopoly regulations and unpredictability of the 

process of enforcement of such regulations by the Agency may pose additional regulatory burden on the Company 

and negatively affect its plans for expansion.  



 

 

 

USE OF PROCEEDS 

The net proceeds received by the Company from the issuance of the Bonds will be used for financing of the 

Company’s operations. Specifically, 70%, 20% and 10% of the total net proceeds will be used to finance 

company’s corporate,”Caucasus Auto Import” and “Turbo” portfolios.   
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CAPITALISATION AND INDEBTEDNESS 

The following table sets forth the Company’s capitalization as of 31 December 2016, 31 December 2017 and 28 

February 2018, derived from its 2018 1
st
 two months’ unaudited financial statements, and 2017, 2016 audited 

consolidated financial statements. This table should be read in conjunction with the sections entitled “Selected 

Consolidated Financial and Operating Information” and “Management Discussion and Analysis of the Company's 

Financial Condition and Operating Results”, as well as the 2017 financial statements, together with the related 

notes, all of which are reproduced elsewhere in this Prospectus. 

 

000' GEL 

Corrected1 

2018 - 2 months 

(unaudited) 

2018 - 2 months 

(unaudited) 

2017 

(audited) 

2016 

(audited) 

Loans payable 22,252 22,252 20,179 17,729 

Debt securities issued 37,818 25,318 26,151 26,905 

Total Borrowings 60,070 47,570 46,330 44,634 

Charter Capital 3,180 3,180 3,180 3,180 

Additional paid-in capital 14,905 14,905 14,895 2,473 

(Accumulated losses) / retained 

earnings 821 821 (250) (2,104) 

Other reserve (132) (132) (132) 14 

Total Equity 18,874 18,774 17,693 3,563 

 

 

In August 2017, the company has issued USD 10 mln Bonds (ISIN GE2700603535) with a fixed coupon rate of 

7%. The Bonds are due in August 2020, (Nominal Value of USD 1,000, Quantity – 10,000) 

 

The company plans to finance its future operations with bank loans and bonds. 

 

Outstanding borrowings as of 31 March 2017 

 GEL/USD, and GEL/EUR exchange rates used bellow are official exchange rates of NBG as of 28 February 2018  

– 2.4795 and 3.0555 accordingly. (Amounts in thousands) 

 

Facility Type Ccy Initial Date Interest Rate 
Maturity 

Date 

Amount, 

FC 

Amount, 

GEL 

Accrued 

%, USD 

Accrue

d %, 

GEL 

Bonds USD 31-Aug-17 7.00% 31-Aug-20 10,000 24,795 211 523 

BoG Loan GEL 4-Sep-17 12.00% 30-Mar-20 

 

1,700 

 

7.23 

BoG Loan EUR 4-Sep-17 7.30% 30-Mar-20 545 1,665 0.19 0.59 

BoG Loan EUR 4-Sep-17 

1 year - 6.5 % 

2-5 years  - EUR 6m LIBOR + 
6.5% (min. 6.5%) 30-Mar-20 404 1,234 0.16 0.49 

BoG Loan USD 25-Aug-17 

1 year - 7 % 

2-5 years  - USD 6m. LIBOR + 
7% (min. 7.5%) 4-Jul-22 2,772 6,873 10.63 26.36 

BoG Loan USD 4-Sep-17 

1 year - 7 % 

2-5 years  - USD 6m. LIBOR + 
7% (min. 7.5%) 30-Mar-20 2,155 5,344 0.83 2.05 

Pasha Bank 
Loan EUR 1-Sep-17 

1 year - 5.5 % 

2-5 years  - EUR 6m. LIBOR + 
6.5% (min. 6.5%) 31-Aug-20 923 2,819 12.37 37.81 

Pasha Bank 

Loan GEL 29-Dec-17 

1-6 months - 10% 

7-12 months - max, 11% 31-Dec-18 
 

2,500 
 

41.78 

                                                           
1 Corrected based on the assumption that the company issues new bonds with the amount of USD 5,000,000 and everything else remains 

unchanged 



 

 

 

SELECTED CONSOLIDATED FINANCIAL AND OPERATING INFORMATION 

The financial information of the Company set forth below as of and for the years ended 31 December 2016, 31 

December 2017 has been extracted from, should be read in conjunction with, and is qualified in its entirety by the 

consolidated financial statements, including the related notes, contained elsewhere in this Prospectus. 

 

Investors should be aware that the financial data for the Company set out in “Management Discussion and 

Analysis of the Company's Financial Condition and Operating Results —Results of Operations for the Year ended 

31 December 2016 and the Year ended 31 December 2017” is taken from the 2016 and 2017 audited consolidated 

financial statements. As for the financial data as of 28 Feb 2018it is taken from unaudited consolidated financial 

statements of the Issuer. 

 

Prospective investors should read the selected financial and other information in conjunction with the information 

contained in the following sections of this Prospectus: “Risk factors”, “Capitalization and Indebtedness”, 

“Management Discussion and Analysis of the Company's Financial Condition and Operating Results”, 

“Description of Business” and the consolidated financial statements, including the related notes and other 

financial data appearing elsewhere in this Prospectus 

 

Balance sheet data, 000' GEL 2018 - 2 months 

(unaudited) 2017 (audited) 2016 (audited) 

Assets 

   Cash and cash equivalents 1,216 1,178 676 

Investment securities: available for sale - - 41 

Finance lease receivables 45,466 45,424 32,612 

Assets held for leasing purposes 9,487 9,446 11,156 

Prepayments for assets held for leasing purposes 7,857 6,307 3,259 

Current income tax assets - - 632 

Property plant and equipment 439 413 35 

Investment property 2,745 2,745 2,488 

Other assets 1,604 694 260 

    
TOTAL ASSETS 68,813 66,207 51,159 

Liabilities 
   

Loans payable 22,252 20,179 17,729 

Debt securities issued 25,318 26,151 26,905 

Advances from customers 1,479 1,160 2,079 

VAT and other taxes payable 246 131 434 

Other liabilities 745 893 449 

Total Liabilities 50,040 48,514 47,596 

Equity 
   

Charter Capital 3,180 3,180 3,180 

Additional paid-in capital 14,905 14,895 2,473 

(Accumulated losses) / retained earnings 821 (250) (2,104) 

Other reserve (133) (133) 14 

Total Equity 18,773 17,692 3,563 

 
   

TOTAL LIABILITIES AND EQUITY 68,813 66,206 51,159 



 

30 

Income Statement data, 000' GEL 2018 - 2 months 

(unaudited) 2017 (audited) 2016 (audited) 

    Finance income from leases 1,787 9,827 6,586 

Investment securities: available-for-sale - - 19 

Cash and cash equivalents 14 58 71 

    
Interest expense 

   
Loans payable (240) (1,568) (1,500) 

Debt securities issued (305) (2,386) (2,266) 

Net interest income 1,256 5,931 2,911 

    
Impairment charge for finance lease 

receivables 
(265) (712) (459) 

Net interest income after impairment 

charge for finance lease receivables 
991 5,219 2,452 

    
Income from penalties on finance lease 

receivables 
112 669 985 

Rent Income from investment property 28 169 169 

Net loss on revaluation of investment 

property 
- 257 - 

Net loss from foreign currency translation 68 663 (409) 

Other Income 72 833 383 

Operating Income 1,271 7,810 3,580 

    
Other general and administrative expenses (819) (3,761) (2,191) 

Salaries and other employee benefits (163) (1,208) (1,043) 

Write-off of assets held for leasing 

purposes 
- (986) (749) 

Operating expenses (982) (5,955) (3,983) 

    
Loss before income tax expense 289 1,854 (403) 

Income tax (expense)/ benefit - - (727) 

Net loss for the year 289 1,854 (1,130) 

    
Other comprehensive income to be 

reclassified to    

profit or loss in subsequent periods 
   

Unrealized gains on investment securities 

available-for-sale 
- - 14 

Realized gains on investment securities 

available-for-sale 
- (14) (6) 

Income tax effect - - 1 

Other comprehensive income for the year, 

net of tax 
- (14) 9 

    
Total comprehensive loss for the year 289 1,840 (1,121) 



 

 

 

Cash flow data, 000' GEL 
2018 - 2 months 

(unaudited) 

2017 

(audited) 

2016 

(audited) 

    
Cash flows from operating activities 

   
Interest income received 1,757 9,751 6,312 

Other income received 282 1,507 1,542 

Interest paid (178) (2,843) (3,575) 

Other general and administrative expenses paid (667) (2,891) (1,698) 

Salaries and other employee benefits paid (153) (1,175) (1,043) 

Cash flows from operating activities before changes in 

operating assets and liabilities 
1,041 4,349 1,538 

    
(Increase) decrease in operating assets 

   
Finance lease receivables (1,070) (12,704) (4,210) 

Assets held for leasing purposes (60) 724 (2,591) 

Prepayments for assets held for leasing purposes (2,458) (3,032) (1,181) 

Other assets (68) (419) (150) 

    
Increase (decrease) in operating liabilities 

   
Advances from customers 319 (918) 175 

VAT and other taxes payables 16 (304) 409 

Other liabilities (186) 457 (474) 

Net cash used in operating activities (2,466) (11,847) (6,484) 

    
Cash flows from investing activities 

   
Purchase of property and equipment (42) (452) - 

Purchase of intangable assets - (49) - 

Sale of Investment Securities - - 1,924 

Purchase of Investment Securities - - (59) 

Net cash used in investing activities (42) (501) 1,865 

    
Cash flows from financing activities 

   
Debt securities issued - 18,136 1,636 

Debt securities purchased - (19,216) - 

Repayment of borrowings - (1,451) - 

Receipt of borrowings 2,574 14,920 1,475 

Net cash from financing activities 2,574 12,389 3,111 

    
Effect of exchange rate changes in cash and cash 

equivalents 
(26) 462 (131) 

Net (decrease)/increase in cash and cash equivalents 40 503 (1,639) 

    
Cash and cash equivalents, beginning 1,178 676 2,314 

Cash and cash equivalents, ending 1,216 1,178 676 

 



 

32 

MANAGEMENT DISCUSSION AND ANALYSIS OF 

THE COMPANY’S FINANCIAL CONDITION AND OPERATING RESULTS  

The following discussion and analysis of the Company’s consolidated financial condition and operating results 

principally covers the years 2016-2017. Unless otherwise specified, the financial information for the periods presented in 

this document has been extracted and/or derived from the financial statements. This section should be read in 

conjunction with the financial statements and the other financial information included elsewhere in the Prospectus.  

Certain information contained in the discussion and analysis set forth below and elsewhere in this prospectus 

includes forward-looking statements. These forward-looking statements are subject to risks, uncertainties and other 

factors which could cause actual results to differ materially from those expressed or implied by the forward-looking 

statements. See “Risk Factors” and “Forward-Looking Statements". 

 

Factors Affecting the Company's Financial Statements 

The key factors affecting the Company's financial statements are discussed below: 

Macroeconomic Conditions 

According to the National Statistics Office of Georgia (Geostat) real GDP has grown by 5.0% in 2017. This number 

significantly decreased in 2016 to 2.8% and to 2.9% in 2015, which can be explained by the difficulties existing on 

global and regional markets. Since the second half of 2014 Georgian economy has been affected by the significant fall in 

commodity prices and negative spill overs of the recession in Russia,, as well as by currency depreciations among 

Georgia's main trading partners.  As a result of these factors, in 2015, Georgia's exports decreased significantly and 

migrant remittances were reduced, particularly from Russia and Greece (which are the largest sources of remittances to 

Georgia). Exports fell further in 2016, though remittances have recovered from low base in the second half of 2016. The 

resulting shortfall in foreign earnings, combined with the worldwide strengthening of the US Dollar and slowly adjusting 

imports, caused the GEL to depreciate by more than 22% against the US Dollar in 2015 and by a further 10% in 2016. In 

order to mitigate the impact of depreciation related increases in inflation expectations, the NBG gradually tightened its 

monetary policy in 2015. NBG relaxed the monetary policy stance in 2016 as weak aggregate demand and falling world 

commodity prices eased price pressures and inflation came in at 1.8% at the end of 2016. Despite the regional economic 

slowdown, tourism increased during the periods under review, and tourism revenues increased 11.9% to US Dollar 2.2bn 

in 2016, accounting for 15.1% of GDP.  Since the beginning of 2017 NBG had to tighten monetary policy once more, 

which was mainly induced by the increase of excise taxes on oil products and tobacco. Because of this inflation has 

reached 6.7% at the end of 2017. However, in 2017 Georgian economy has revived and the growth of real GDP has 

reached 5.0%. Remittances have also increased significantly, by 19.8% (9.1% of GDP), revenues from the tourism sector 

has grown by 27% (18.1% of GDP). There was also a significant 29.1% rise in export of commodities, when in 2016 it 

was reduced by 4.2% and in 2015 – by 22.9%. In addition, direct foreign investments have grown by 16.2% and have 

reached 1.9 billion (12.3% of GDP). 

  

 

Georgian Leasing Market and its Potential 

 

The Georgian leasing sector has its origins in 2001, when “Tbiluniversalbank” established the first leasing company – the 

Issuer. In 2005, the Company became a 100%-owned subsidiary of JSC Bank of Georgia ("Bank of Georgia" or "BOG") 

as a result of the merger between the two banks. In August 2015, as a result of reorganization, JSC BG Financial 

separated from JSC Bank of Georgia and became 100% shareholder of Georgian Leasing Company LTD. In June 2017, 

JSC Bank of Georgia became 100% shareholder of Georgian Leasing Company LTD. Since 2007 the portfolio of leasing 

sector has almost doubled and in 2017 total portfolio consisted of 90.2 million USD. However, the portfolio amounts to 

only 0.6% of the GDP. Today, besides Georgian Leasing Company, two other companies dominate the leasing industry in 

Georgia: TBC Leasing (“TBCL”) and Alliance Group Leasing (“AGL”), which were established in 2003 and 2006 



 

 

 

respectively. (In this document, where the “Georgian Leasing Sector” is mentioned, it means the data of these three 

companies only) 

 

Unlike other financial institutes operating in Georgia, leasing companies are not directly regulated by the National Bank 

of Georgia. However, two companies (TBC Leasing and Georgian Leasing Company) are indirectly controlled by the 

NBG as they are subsidiaries of local banks. In 2011, the Georgian parliament approved new legislation in accordance 

with the principles of the International Institute for the Unification of Private Law (UNIDROIT). As a result, a number of 

amendments were made to Georgia’s Tax and Civil Codes, which simplified tax administration and reduced the tax 

burden of the leasing companies. Until 2011 leasing companies were unable to use 100% amortization, (Georgian Tax 

Law, 112/5), while companies in other sectors were able to do so. With the new legislation it became possible to make 

provisions of non-performing leases and to write off 80% of the value of leases overdue by more than 60 days. This 

significantly reduced effective profit tax rate. The current code also allows effective property tax calculation on leased 

assets for lessors. Also, VAT is paid in proportion to lease payments (according to the leasing graphic), which creates an 

additional benefit.  

 

In Georgia majority of the leasing (approximately 95%) consists of financial leasing. The main benefit of financial 

leasing is that relatively to the loan, this product is more accessible: 

 Unlike loans, leasing normally does not require additional provision. Also, leasing is accessible for start-up 

companies, which do not have enough provision and historical data.  

 Tax benefits of leasing should also be mentioned. It is possible to record leasing payments as expenses, which 

reduces pretax profit and therefore reduces profit tax.  

 

In the last decade, the lease portfolio in Georgia has increased by 6.8%, but the 2008 Conflict between Russia and 

Georgia had a major negative impact on the sector, after which, in 2010 the total lease portfolio has decreased almost 

three-fold and amounted to 14.8 million USD. In 2011, amendments in Georgian Law have helped leasing sector and as a 

result, the growth rate (CAGR) in 2011-2017 has reached 11.6%. It should be emphasized, that in 2017, compared to the 

previous year, the total lease portfolio had increased by 63.1%, and the portfolio of Georgian Leasing Company has 

increased by 44.4%.  

 

 

Leasing market development, US$ million (excl. 

One-off Event) 

  

 

Note: The chart includes only corporate portfolio. It excludes retail portfolio. 

Source: Company data (based on info shared between leading leasing companies). 

 

Total lease portfolio in Georgia has held 0.6% of the GDP in 2017, while in 2016 this number amounted to 0.4%. This 

percentage is one of the lowest in the region, which means that the growth potential for the leasing sector in Georgia is 

big.  
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Lease portfolio share in GDP, 2016 

 

 

 

 

 

 

 

 

 

In 2017 Georgia has shown excellent results and in the World Bank ranking of “Ease of Doing Business”, has moved to 

the 9
th

 place in 2018. International rating company Moody’s has also increased Georgia’s credit rating with one level. 

Alongside the improved business environment, in the last years the number of active businesses in Georgia has also 

increased and amounted to 177,452 by March, 2018. Majority of those businesses consists of small and medium 

enterprises 
2
(SMEs) involved in trade and service sector. Major part of active businesses, 55%, consists of sole traders, 

and the amount of limited liability enterprises is 40%. Increased demand on lease products can be explained by the 

increased number of SMEs, as leasing offers them an opportunity to hold the asset while saving on working capital. 

Compared to the previous year, in 2017 the turnover of SMEs has increased by 12.6% and amounted to 15.5 billion 

USD.  

 

Number of active businesses  

 

 

 

In 2016 investments in plant and property assets by SMEs have increased and reached historically high 2.18 billion 

(+21.8% y/y). In 2015-2016, considering GEL devaluation, this number has increased only by 10.2%. Due to the 

amendments made in 2016 to the Tax Law, from January 1, 2017, Estonian model of taxation has been in action. 

According to the Estonian model, businesses registered in Georgia will be exempted from the tax on retained earnings, 

which will increase the volume of investments in plant and property assets even more.  

  

                                                           
2
 Medium enterprises consist of the enterprises that employ 50-250 employees on average on annual basis, or/and have average annual revenue 

between 12 million and 60 million GEL. Small enterprises employee no more than 50 people on average annually and have less than 12 million 
average annual revenue.  
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Turnover of small, medium and large 

enterprises, USD millions 

 

Source: Geostat 
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Investment in Fixed Assets, USD, millions 

 

 

In the last years, in SMEs there has been a tendency of growing employee efficiency, especially in small enterprises, 

where productivity has increased by 14.7% in the last decade. Despite this, existing numbers are still relatively low, 

which means that there is a growth potential in the lease industry.  

 

 

 

 

 

 

 

 

 

 

 

 

Bank-owned leasing companies dominate the Georgian market, as they do globally, more specifically TBC Leasing and 

Georgian Leasing Company which are subsidiaries of TBC Bank and Bank of Georgia, respectively. Benefits of being a 

bank subsidiary include access to the bank’s customer base and the strength of the bank’s balance sheet in addition to the 

ability to leverage at higher ratios.  

In 2017, 74.3% of the lease portfolio of Georgia was held by TBC Leasing, while Georgian Leasing Company held 

22.3% and 3.4% of the market share was owned by Alliance Group.  
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In 2015-2016 due to the write-offs of important assets, Georgian Leasing Company incurred tax losses, but in 2017 the 

situation has improved and pretax profit has amounted to 5.1 million GEL.  

 

  

 

  

 

 

 

 

 

 

Construction, service, medicine, trading and light industry has the highest potential volume for leasing purposes and their 

share in total portfolio consists of 63.9%. Majority of the TBC Leasing portfolio is concentrated on construction, service, 

medicine and light industry (63.9% of the total portfolio). The share of construction in the portfolio of GLC has 

increased to 25.2% in 2017 (2016 – 12.9%). As for the service, transportation and light industry – 27.2% of the total 

portfolio consists of these sectors. The company believes, that the main factor for the growth will be trading, 

construction, service and tourism sectors.  

 

 

 

 

 

  

 

 

 

Source: GeoStat   Source: GeoStat  

 

Leasing Market Portfolio by sectors, 2017 Value Added by trading, service and construction 

sectors, mln GEL 
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Company expects the leasing sector to post strong growth in upcoming years as more SMEs opt for leases over loans. 

However, this trend will likely increase competition and result in narrower margins and reduced interest rates. On the 

other hand, access to low-cost financing for new products and increased awareness of leasing options will support further 

SME development and at the same time provide a competitive advantage to leasing companies. In terms of sectors, the 

Company believes trade, construction, services, and tourism will be the main drivers of growth. The Company is also 

optimistic that extensive financing programs for the agricultural sector and healthcare will eventually bear fruit, leading 

to a surge in demand in these sectors. There is also a great potential on retail leasing market, which is still under-

developed due to the insufficient information about the leasing products among the customers. This is confirmed by 

the agreement with Caucasus Auto Import, which appeared to be quite successful in terms of its growth rates. As of 

December 2017, the company managed to create portfolio, in the amount of approximately GEL 9 mln in this 

market. The company believes that a large part of the market is still under-developed. Also, the MFO-type 

financing, whose market is still unorganized, is of great potential. This direction is becoming one of the main 

priorities of the company in 2017. As a result, in September 2017 a new brand – “Turbo” was established to serves 

exactly this segment with auto lease offerings and has created GEL 1.2 mln portfolio during last 5 months. 
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Company overview 

The Company was the first company in Georgia to offer clients leasing services as an alternative method of financing to 

bank loans. The Company currently (as of the date of this prospectus) has 44 (37 employees in Tbilisi office and 7 

representative desks at different auto dealerships). The company’s main customers are SMEs and retail customers. The 

Company offers a diverse range of products across its key business segments that are structured as finance or operating 

leases (mostly finance) and include auto leases, construction equipment leases, express leases, medical and aesthetic 

equipment leases, agricultural equipment leases,  restaurant equipment leases, and sale and leaseback. The Company’s 

products aim to cater for the needs of different customers. 

The Company’s typical structure incorporates a monthly payment method, with approximately 20% down payment for a 

maximum five-year term. The requirement of a 20% or higher down payment is preventing the faster growth of the 

leasing sector, as the country’s secondary asset market is not very developed. In more mature leasing markets, down 

payment requirements have been removed by standardizing financing of up to 100% of the cost of equipment.   

   

The Company's Lease portfolio  

As of 31 December 2017 company has 1,255 active clients in its portfolio. 79% of clients are classified as retail clients 

(22% of entire leasing portfolio). Remaining 21% comprise 78% of the entire portfolio and the total company portfolio is 

shown below: 

Breakdown of the Company's total leasing portfolio 

 

The construction, retail (branded as “Avtomartivi” and “turbo”), service and transportation sectors are among the largest 

markets for leasing. 
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Breakdown of the Company’s Corporate leasing portfolio, 2017 

 

  

Source: Company data    

 

Balance Sheet data 

Asset distribution among major asset classes is as follows:  

000' GEL 

2018 - 2 

months 

(unaudited) 

2017 (audited) 2016 (audited) 

Short-term Assets 
   

Cash and cash equivalents 1,216 1,178 676 

Investment securities: available for sale - - 20 

Finance lease receivables 24,933 24,909 19,814 

Assets held for leasing purposes 9,487 9,446 11,156 

Prepayments for assets held for leasing purposes 7,857 6,307 3,259 

Current income tax assets - - 632 

Other assets 1,469 553 134 

    Long-term Assets 
   

Investment securities: available for sale - - 21 

Finance lease receivables 20,533 20,515 12,798 

Property plant and equipment 439 413 35 

Investment property 2,745 2,745 2,488 

Other assets 135 141 126 

 

Liability distribution among major classes is as follows: 

000' GEL 

2018 - 2 

months 

(unaudited) 

2017 

(audited) 

2016 

(audited) 

Short-term Liabilities 
   

Loans payable 3,592 4,803 1,778 

Debt securities issued 1,715 1,760 26,905 

Advances from customers 1,479 1,160 2,079 

VAT and other taxes payable 246 131 434 

Other liabilities 745 893 449 

    Long-term Liabilities 
   

Loans payable 18,660 15,376 15,951 

Debt securities issued 23,603 24,391 - 
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Company’s Net Working Capital (Short-term Assets minus Short-term Liabilities) was GEL 33 mln at the end of 2017, 

which is significantly higher than the previous year figure (GEL 4 mln). Current and Quick ratios at the end of 2017 were 

4.85 and 3.77, respectively (2016: 1.13 and 0.78). The amount of net working capital is sufficient to finance company’s 

operations. 

 

Finance lease receivables represented 69% and 66% of total assets on 31 December 2017 and 28 February 2018 

respectively. As of 31 December 2017 finance lease receivables amounted GEL 45,424 thousand, 55% of which were 

due 1 year, the rest (GEL 20,515 thousand) were due between 1 to 5 years. 

 

 000’ GEL 

To be paid in 1 

year from Dec, 

31 2017 

To be paid in 1-5 

years from Dec, 

31 2017 

Total 

Minimum leasing payments to be received3 27,245 34,728 61,973 

Less: Unearned finance leasing revenue4 (1,734) (13,770) (15,504) 

Finance lease receivables 25,511 20,958 46,469 

    Less: Amortization reserve for finance lease receivables (602) (443) (1,045) 

Net finance lease receivables 24,909 20,515 45,424 

 

As of 31 December 2017, concentration of finance lease receivables on 5 largest lessees (4 from construction sector and 

1 from mining sector comprised GEL 7,913 thousand (2016: GEL: 8,261 thousand) which is 17% (2016: 25%) of total 

finance lease receivables, and finance lease income received from them comprised GEL 1,646 thousand (2016: GEL 

1,218 thousand), which is 16,8% (2016: 18.5%) of total finance lease income. 

Penalties on finance lease receivables are mainly accrued for overdue payments. The Company recognises penalty 

income only when received. 

At the end of the lease term, the ownership of the leased assets is transferred to the lessees. Minimum lease payments 

receivable after 31 December 2017 and 2016 and 28 February 2018 are payable to the Company in the following 

currencies: 

 

000'GEL 

28 February, 

2018 

31 December, 

2017 

31 December, 

2016 

USD 47,061 48,525 31,627 

Euro 7,070 7,035 10,196 

GEL 6,991 6,413 1,181 

Minimum lease payments to be received 61,122 61,973 43,004 

 

 

Company Portfolio comprises of the leasing in different interest rates. At the end of 2016 97% of portfolio was 

distributed in the range of 10%-20% interest rates, at the end of 2017 86% of portfolio consisted of this range. On 

the one hand this is caused by several low interest rate leases and on the other hand by launching a new product 

“Turbo”, which at the end of 2017 comprised 2.7% of the whole gross portfolio. The growth tendency of weighted 

average percentage is evident due to higher profitability product offerings. The distribution of the company 

portfolio according to the different interest rates for the last 3 years is following:  

 

 

 

                                                           
3 Minimum leasing payments to be received represents the total amount (including interest and principal) which will be received by the company over 

the period 

4 Unearned finance leasing revenue represents the discount from minimum lease payments to be received from customers on leases 



 

 

 

 

0% - 10% 10% - 15% 15%-20% 20% and up 
Total Weighted 

Average %  

31/12/2016 0.0% 54.3% 42.8% 2.9% 15.77% 

31/12/2017 9.0% 44.9% 41.1% 5.0% 16.00% 

28/02/2018 9.2% 42.8% 42.2% 5.8% 16.35% 

 

 

As of 31/12/2017 the significant part of the net leasing receivables comes to the short-term receivables (up to 1 year), 

which is a good indicator of the portfolio liquidity. According to the receivable maturity, as of 31/12/2017 

Company's net leasing receivables are distributed in a following way: 

 

 

0-1 

Years 

1-2 

Years 

2-3 

Years 

3-4 

Years 

4-5 

Years 

Leasing Receivables, Net 54.85% 27.00% 11.94% 4.14% 2.07% 

 

 

 

The statistics of the overdue receivables for the period of last 3 years is significantly improved, which is directly 

linked to the improved portfolio management. The statistics are the following : 

 

  31/12/2017 31/12/2016 31/12/2015 

PAR  7.3% 9.9% 22.2% 

PAR30  2.6% 4.3% 18.1% 

PAR60  1.3% 3.2% 15.9% 

PAR90  1.1% 2.2% 15.0% 

 

In 2017 in comparison with 2016 company’s credit risk has been reduced. 82% of leasing receivables (2016: 59%) are 

of high grade and comprise GEL 37,134 thousand (2016: GEL 19,110 thousand) 

 

 

 Neither past due nor impaired 

   

 

000' GEL 
High grade 

2017 

Standard 

grade 

2017 

Sub-standard 

grade 

2017 

Past due but not 

impaired 

2017 

High grade 

2017 

Standard 

grade 

2017 

Restruct

ured 

Finance lease receivables (net) 
   

 

Construction 14,176 2,007 13 657 256 17,109 2,389 

Service 8,451 716 1,174 920 191 11,452 1,883 

Individuals 8,243 661 91 813 64 9,872 178 

Manufacturing 1,936 47 138 - - 2,121 194 

Trade and retail 1,796 62 - 130 26 2,014 - 

Energy 1,586 - - - - 1,586 - 

Consumer goods 441 55 - - - 496 - 

Agriculture 420 72 - - - 492 112 

Polygraph 85 198 - - - 283 - 

Total 37,134 3,818 1,416 2,520 537 45,425 4,756 
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Total restructured loans were GEL 4.7 mln at the end of 2017 (2016: GEL 6 mln), which was 10.5% of the total 

portfolio (2016: 18.6%) 

Before restructuring the loan, detail analysis is carried out to investigate: 

 The reason for non-payment of the client 

 The value of the asset and the current liability of the client (to find out how collateralized is the company 

 If there is the possibility to get additional collateral from the client 

 

 

 

 
The types of assets that the Company leases out at 28 February 2018, 31 December 2017 and 2016 can be aggregated 

into the following categories:  

 

 

 

 

  

 

Assets held for leasing purposes is the second largest asset class on the Company’s balance sheet, representing 14.27% 

and 13.7% of total assets on 31 December 2017 and 28 February 2018 respectively: 

 

000' GEL 
28 February, 

2018 

31 December, 

2017 

31 December, 

2016 

Assets held for leasing - repossessed 3,219 2,932 4,767 

Assets held for leasing – under repossession 6,268 6,514 6,390 

Assets held for leasing purposes 9,487 9,446 11,157 

 

Assets held for leasing purposes are meant to be sold or re-leased under lease arrangements (finance or operating). 41% 

of these assets are concentrated on irrigation systems, which due to the large size and limited number of potential buyers 

might be less liquid. Apart from this asset, to the same lessor are also issued other assets with the balance sheet amount of 

GEL 4.8 mln as of 31/12/2017. The company has taken this case to court and has distained land assets owned by the 

lessee, with the value of USD 3,234 thousand, which will considerably reduce potential losses associated with the above 

mentioned lease agreement. The Court of First Instance ordered in  March  2018 to fully satisfy the claim, most of which 

was known by the lease recipient. The expectation is that the decision will be appealed in part by the leasing receiver in 

the Court of Appeal. If the leaseholder does not ensure the full and fair fulfillment of the obligations imposed in 

accordance with the court decision, company will execute its rights on seized land; it will be sold in order to satisfy 

company’s demands.  

The amount of the assets held for leasing and under repossession is quite high. Big part of these assets (62%) comprises 

above mentioned irrigation system and agricultural machinery, the company may use sealed sources (in case of satisfying 

 

28-Feb-18 31-Dec-17 31-Dec-16 

 

Amount 

Number 
of 

Projects Amount 

Number 
of 

Projects Amount 

Number 
of 

Projects 

Machinery & equipment 5,770 77 6,102 82 9,107 102 

Construction equipment 23,113 177 25,720 178 14,978 104 

Passenger cars 24,998 1254 23,154 1119 10,505 558 

Transport except passenger cars 7,242 116 6,996 105 8,414 92 

Minimum lease payment receivables 61,122 1,624 61,973 1,484 43,004 856 



 

 

 

the claim, the land is seized in the amount of USD 3,234 thousand. Besides, part of the assets (about 21%) comes on 

medical equipment, which requires special dismantling and warehouse conditions and is sealed at the site. Restoration of 

property is on the remaining assets (average period is 3 months). The assets on the balance sheet are revalued at Fair 

Value. 

The vast majority of repossessed assets are linked to leases issued during previous management. Since the company has 

changed the risk management procedures and significantly strengthened the assessment and monitoring groups, 

significant write-offs in this regard in the future and any related losses are not expected. As a rule, leasing of repossessed 

assets does not apply to the old leasing receiver. 

The company has greatly improved the sale / re-leasing statistics of written-off assets. Assets sold / re-leased during 2017 

comprised 17.4% off all assets written off during that year. (2016: 4.8%) 

 

The chart shows the statistics of the repossessed assets and related costs for the last 3 years: 

000’ GEL 2017  2016 2015 

Lease receivable write-off 4,352 5,172 6,030 

Fair Value of the assets written-off 4,109 5,719 8,489 

Loss recognized in P&L
1 (628) (124) (286) 

Realized /re-leased assets 759 252 635 

Total Realized /re-leased assets
2
 2,922 3,919 1,273 

 

1
Even though the fair value of written assets is higher than the amount of portfolio written-off in 2015-2016, the picture 

is different on certain assets, which is why the company has reported losses in the amount of 286thousand and GEL 124 

thousand respectively. Besides, the significant portion of the expenses (3.14 million GEL and 0.75 million GEL 

respectively) in profits in 2015- 2016 come from the recoveries received by the recovered assets in 2010-2014. 

2
In this account realization/re-leasing of the assets, repossessed in the prior periods is also included. 

Prepayments for assets held for leasing purposes: As is typical of leasing companies, these include prepayments to 

suppliers of equipment on those active leases that have already been shipped but have not yet been delivered and 

therefore are not yet recognized in the portfolio. Compared to 2016, this account has increased by 93%, which is due to 

the increased demand on the company’s products. When the asset is delivered from the foreign country, act of acceptance 

is signed between the company and the client and this amount is transferred to Finance Lease Receivables. Prepayments 

for assets held for leasing purposes represented 9.5% and 8.5% of total assets on 31 December 2017 and 28 February 

2018 respectively. 

Investment property consists of a building which the company has rented out to its parent. This property is valued by 

the independent valuator (Georgian Valuation Company I/N 205187251) at GEL 2.7 mln. The act of valuation is prepared 

by the valuators – Giorgi Lejava and Lasha Lejava.  

Address: Georgia, Tbilisi, Pekini st.41; Phone: +995 32 37 44 37  

 

73% of the total assets were financed through liabilities as of 31 December 2017 and amounted GEL 48,514 thousand. 

42% of the total liabilities were constituted by loans due to local banks, and 54%  was comprised by debt securities 

issued.  



 

44 

 

28 February 2018 31 December 2017 31 December 2016 

Amounts due to local banks 22,252 20,179 17,729 

Total amounts due to credit institutions 
22,252 20,179 17,729 

 

76% of the amounts due to local banks as of 28 February 2018 comprise of loans received from the entity under common 

control. Amounts due to local banks as of 31 December 2017 have interest rate from 5.5% to 12% (2016: from 10% to 

11%) and has remaining maturity of 365 to 1,646 days (2016: 1,185 to 2,461 days). 

During 2017, neither the company, nor its subsidiary has not breached any loan covenants and have paid all the principal 

and interest on liabilities as they came due. 

At the same time, from January 1
st
, 2018 to the date of writing this prospectus (May 1

st
, 2018) neither the company, nor 

its subsidiary has not breached any loan covenants and have paid all the principal and interest on liabilities as they came 

due. 

 As of 31 December 2017 amounts due to local banks are entirely  secured with finance lease receivables with a carrying 

value of GEL 45,424 thousand (2016: GEL 2,387 thousand ) and with investment property with a carrying value of GEL 

2,745 thousand (2016: GEL 2,488 thousand).  

In August 2017 the Company issued bonds of USD 10,000 thousand (ISIN GE2700603535), which was listed on 

Georgian Stock Exchange. Bonds were issued with fixed coupon rate of 7% per annum.  

The following table provides a breakdown of the Company’s borrowings as of 28 February 2018:  

 

 Outstanding Borrowings at Feb 28, 2018, ‘000 

 

Facility Type Ccy 

Initial 

Date Interest Rate 

Maturity 

Date 

Payment Type Amount, 

FC 

Amount, 

GEL 

Accrued 

%, USD 

Accrued 

%, GEL 

Bonds USD 31-Aug-17 7.00% 31-Aug-20 
Principal at the 

end of the period 
10,211 24,795 211 529 

BoG Loan GEL 4-Sep-17 12.00% 30-Mar-20 
Principal at the 

end of the period  
1,700 

 
7.23 

BoG Loan EUR 4-Sep-17 7.30% 30-Mar-20 
Principal at the 

end of the period 
545 1,665 0.19 0.59 

BoG Loan EUR 4-Sep-17 

1 year - 6.5 % 
2-5 years  - 

EUR 6m 

LIBOR + 6.5% 
(min. 6.5%) 

30-Mar-20 
Principal at the 

end of the period 
404 1,234 0.16 0.49 

BoG Loan USD 25-Aug-17 

1 year - 7 % 

2-5 years  - 
USD 6m. 

LIBOR + 7% 

(min. 7.5%) 

4-Jul-22 
Principal at the 

end of the period 
2,772 6,873 10.63 26.36 

BoG Loan USD 4-Sep-17 

1 year - 7 % 

2-5 years  - 

USD 6m. 
LIBOR + 7% 

(min. 7.5%) 

30-Mar-20 
Principal at the 

end of the period 
2,155 5,344 0.83 2.05 

Pasha Bank Loan EUR 1-Sep-17 

1 year - 5.5 % 
2-5 years  - 

EUR 6m. 

LIBOR + 6.5% 
(min. 6.5%) 

31-Aug-20 Amortization 923 2,819 12.37 37.81 

Pasha Bank Loan GEL 29-Dec-17 

1-6 months - 

10% 
7-12 months - 

max, 11% 

31-Dec-18 
Principal at the 

end of the period  
2,500 

 
41.78 

Total 

    
 

 
47,455 

 
639 



 

 

 

Bonds represent company’s unsecured unsubordinated obligations with a nominal value of USD 1,000, quantity – 

10,000 

{asha Bank loans are secured by Finance Lease Receivables with the amount of GEL 8,687 thousand. The rest of the 

Finance Lease Receivables is used as a securitization of JSC Bank of Georgia loans. 

Bank of Georgia loans do not have any covenants. 

Pasha Bank loans’ covenants are the following: 

 PAR30 – less than 7% 

 PAR60 – less than 5% 

 Written of assets must not be more than 35% of the written of assets and the leasing portfolio 

 Interest bearing debt to equity ratio of no more than 4.5 

 Operating Expenses (Other general and administrative expenses and salaries and other employee benefits) 

to Revenue (total revenue except for the gain on property revaluation) not more than 45% 

 Current Ratio of not less than 1.2 

 

In order to support the future plans of the sharply growing and balance sheet driven business, the supervisory board 

of the parent company – JSC Bank of Georgia issued a resolution, according to which Company’s equity was be 

increased by USD 5 million by converting outstanding sub-debt and accrued interest in Q2 of 2017 (Transaction took 

place on 7 July, 2017).  

Advances from customers include down payments that are paid by lessees against the leasing contracts on active leases 

that are being processed but have not yet been delivered.   

As at 31 December 2016 and 31 December 2017 the Company had fully contributed charter and additional paid in capital 

of GEL 5,653 thousand and GEL 18,075 thousand accordingly.  

No dividends were declared in 2017 and 2016. 

 

 

Income Statement data 

The Company derives main part of its revenue from interest income on finance leases. Company’s income increased by 

60% y/y and amounted to GEL 12.5 million in 2017. Interest income accounted for 79% of the company’s income in 

2017, overdue penalties accounted for 5%, and other income (including rent, gains and commissions) accounted for the 

remaining 16%. The sales of the Caucasus Auto Import form 24.7% of the total interest income. (The Company has 

exclusive partnership with the “Caucasus Auto Import” LTD (CAI), according to which it offers special leasing 

conditions to the CAI customers).  

Interest income increased by 49.1% y/y and amounted GEL 9.8 million in 2017. At the same time net interest income 

showed 103.5% growth and amounted GEL 5.9million.  

Company’s gross profit margin increased from 46% (2016 year figure) to 63% and as of 31 December 2017, gross profit 

amounted GEL 7.8 million. This growth is mainly due to 39% growth of lease portfolio in comparison to 2016. Also 

company had GEL 0.4 mln loss from foreign currency exchange, which was changed in 2017 with GEL 0.7 mln profit, 

which resulted in GEL 1.1 mln net positive effect on gross profit. 

The largest part of operating expenses are the general and administrative expenses, which amounted to 3,761 thousand 

GEL in 2017 (2016: 2,191 thousand GEL) and the contributors to these expenses are listed down below.  
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000' GEL 2017 2016  

Insurance Expense 1,502 670  

Operating taxes, other than income tax 701 470  

Legal and professional services 431 305  

Rent expense 229 213  

Prepayment write-off 2 137  

Advertisement 302  81  

Depreciation and amortization expense 92 56  

Repair expenses 12 17  

Travel 35 17  

Bank services 13 9  

Other 442 214  

Total general and administrative expenses 3,761 2,191   

    

In 2017 40% (31% in 2016) of this section were insurance expenses and since 2016 it has increased by GEL 832 

thousand. Growth of this expense is directly linked to increased portfolio, because more assets given with lease require 

more insurance.  

Salaries and other employee benefits increased by GEL 165 thousand in 2017 y/y, 150 thousand from this can be 

amounted to good performance of the company and therefore employee bonuses and other salary expenses can be 

explained by the increased number of employees.  

Despite the fact that the operating expenses of the company have increased by GEL 1.5 million in 2017, with the help of 

grown gross profit margin, it was possible to go from the operating loss of GEL 0.4 million in 2016 to the operating 

profit of GEL 1.8 million in 2017.  

In June 2016, amendments to the Georgian tax law in respect of corporate income tax became enacted. The amendments 

become effective from 1 January 2017 for all Georgian companies except banks, insurance companies and microfinance 

organization, for which the effective date might be 1 January 2023. Under the new regulation, corporate income tax will 

be levied on profit distributed as dividends to the shareholders that are individuals or non-residents of Georgia, rather 

than on profit earned as under the previous regulation. The amount of tax payable on a dividend distribution will be 

calculated as 15/85 of the amount of net distribution. The companies will be able to offset corporate income tax liability 

arising from dividend distributions out of profits earned in 2008-2016 by the amount of corporate income tax paid for the 

respective period under the current regulation. Dividends distributions between Georgian resident companies will not be 

subject to corporate income tax.  

Following the enactment of the amendments, as at 31 December 2016 the Company reversed in full its deferred tax assets 

and liabilities to measure deferred taxes at 0% tax rate applicable for undistributed profits starting from 1 January 2017.   

The Company recognized income tax charge resulting from reversal of deferred tax assets and liabilities in amount of 

GEL 726,627 in the consolidated profit or loss for the year ended 31 December 2016. 

 
Repossessed assets are appraised annually by an independent, certified appraiser, acceptable to the Company’s auditor 

(currently EY Georgia). The company incurs an impairment charge if the carrying amount of the asset exceeds the fair 

value. If the fair value is higher than the carrying value, the difference is not recognized as profit and the lower value of 

the two is recorded.  

 

 



 

 

 

Cash Flow Statement 

It is vital for the company to manage its cash flow actively and to look for new sources of funding on a regular basis. 

Cash flows from operating activities are presented below: 

Cash flow data, 000' GEL 
2018 - 2 months 

(unaudited) 
2017 (audited) 2016 (audited) 

    
Cash flows from operating activities 

   
Interest income received 1,757 9,751 6,312 

Other income received 282 1,507 1,542 

Interest paid (178) (2,843) (3,575) 

Other general and administrative expenses paid (667) (2,891) (1,698) 

Salaries and other employee benefits paid (153) (1,175) (1,043) 

Cash flows from operating activities before changes in 

operating assets and liabilities 
1,041 4,349 1,538 

    
(Increase) decrease in operating assets 

   
Finance lease receivables (1,070) (12,704) (4,210) 

Assets held for leasing purposes (60) 724 (2,591) 

Prepayments for assets held for leasing purposes (2,458) (3,032) (1,181) 

Other assets (68) (419) (150) 

    
Increase (decrease) in operating liabilities 

   
Advances from customers 319 (918) 175 

VAT and other taxes payables 16 (304) 409 

Other liabilities (186) 457 (474) 

Net cash used in operating activities (2,466) (11,847) (6,484) 

 

Interest income received in the form of cash has increased by 54% in 2017 y/y and has reached GEL 9.7 mln. Most 

significant cash outflows were Interest Paid (GEL 2.8 mln), Other general and administrative expenses (GEL 2.9 mln) 

and salaries and other employee benefits (GEL 1.1 mln). In total, cash outflows for operating expenses has increased by 

9% in 2017 y/y, however, significant increase in Interest income received has increased cash flows from operating 

activities before changes in operating assets and liabilities by 183% and it reached GEL 4.4 mln in 2017. 

Due to huge increased in leasing portfolio and prepayments for assets held for leasing purposes the company has used 

83% more cash for operating activities in 2017 compared to 2016 and this amount has reached GEL 11.8 mln.  

The need for cash pointed out above was fully financed by loans from local financial institutions which was GEL 14.9 

mln.  

Cash flows from financing activities 
   

Debt securities issued - 18,136 1,636 

Debt securities purchased - (19,216) - 

Repayment of borrowings - (1,451) - 

Receipt of borrowings 2,574 14,920 1,475 

Net cash from financing activities 2,574 12,389 3,111 

At the same time, bonds issued in 2014 matured in 2017 and the company refinanced this amount fully by issuing the 

new bonds.  
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Compared to 2016, in 2017 the company has not received any cash from investing activities. On the contrary, the 

company has invested in Property, Plant and Equipment and Intangible assets.  

Cash flows from investing activities 
   

Purchase of property and equipment (42) (452) - 

Purchase of intangible assets - (49) - 

Sale of Investment Securities - - 1,924 

Purchase of Investment Securities - - (59) 

Net cash used in investing activities (42) (501) 1,865 

 

 

*Adjusted for the effect of the issue of USD5,000,000 bonds 
 

 

1Current Ratio – Current Assets divided by Current Liabilities 
2 Quick Ratio – Current Assets minus assets held for leasing purposes divided by Current Liabilities 
3Working Capital – Current assets minus Current Liabilities 
4Return on Assets – Net income divided by total assets 
5Return on Equity – Net income divided by total equity 
6Net interest income margin – Net interest income divided by total interest income 
7Portfolio Return – Interest income divided by average finance lease receivables 
8LTV – The value of issued loans divided by collateral held 
9Portfolio write-off / total portfolio - ratio of the Finance Lease Receivable write-offs with the average portfolio amount 
10Recovery of write-off portfolio % - ratio of the recovered portfolio for the year with the portfolio write-offs of the same period 
11Restructuration of portfolio / total portfolio - ratio of restructured portfolios with the portfolio's average amount. In 2016, due to the  

large lease write-offs, which was also related to restructured leases in the previous period, the ratio  amounted 114%. 

Major Financial Ratio Analysis 
28-Feb-18* 

(adjusted) 
28-Feb-18 31-Dec-17 31-Dec-16 

Current Ratio1 7.39 5.78 4.85 1.13 

Quick Ratio2 6.17 4.56 3.77 0.78 

 
    

Long-Term Debt to Assets 2.92 2.25 2.25 4.48 

Debt to Assets 0.74 0.69 0.70 0.87 

     

Working Capital3 49,684 37,184 33,645 4,046 

Cash from Operating Activities (2,466) (2,466) (11,847) (6,484) 

     

Return on Assets4 N/A N/A 3% -2% 

Return on Equity5 N/A N/A 10% -31% 

Net interest income margin6 70% 70% 60% 44% 

EBITDA margin 41% 41% 47% 44% 

Debt to EBITDA N/A N/A 7.85 13.06 

EBITDA to Interest expense 1.56 1.56 1.49 0.91 

Portfolio Return7 N/A N/A 25% 22% 

LTV8 0.75 0.75 0.74 0.71 

 
 

   
Portfolio write-off / total portfolio9 N/A N/A 11% 18% 

Recovery of write-off portfolio %10 
 

N/A N/A 17% 5% 

Restructuration of portfolio / total portfolio11 
 

N/A N/A 12% 21% 

Recovery of restructured portfolio %12 N/A N/A 29% 114% 



 

 

 

12Recovery of restructured portfolio % - ratio of restructured portfolio write offs for the year with the total restructured portfolios 

From the analysis of financial ratios can be seen, that the financial situation of the company is significantly improved: the 

share of the portfolio write-offs is reduced and the share of write-off returns has increased. 

 

 

Significant agreements 

The company has a significant contract with "Caucasus Auto Import" LLC, whose basic conditions are as follow: 

 No party has the right to start a similar product with another company, as that is exclusive cooperation; 

 Obligations of "Caucasus Auto Import":  

• Bring customers who buy a car abroad and use leasing of the company; 

• Make a certain amount of money on each reserve account; 

• If the Customer fails to pay, the company will take the car and transfer it to "Caucasus Auto Import", which 

is obliged to sell as soon as possible and at a higher price. 

• If the amount received is less than the amount needed to cover the company’s liabilities, than the company 

will take a loss from the reserve fund and if it is sold at the higher price, the surplus is Caucasus Auto 

Import’s profit. 

 The Company is obliged to: 

• Approve and issue leases with pre-agreed criteria; 

• In case of non-payment, transfer car to "Caucasus Auto Import" for sold in pre-agreed period.  

 

 

Important Litigation Cases 

1.Respondent: LLC TR Georgia Project 2 –claim amount: Compensation of the liability due for the filing date amounted 

to 5,389 thousand USD and 392 thousand USD compensation liability undue for the filing date. Originally lessor refused 

to return the subject of the lease contract and requested termination of the contract and demanded compensation of 

liabilities according to contract. However, with specified claim request Georgian leasing company refused before the 

court the demand for contract termination, remained in the contractual framework   and demanded compensation of 

liabilities due and undue according to the contract.  The company does not require a return of the lease subject with a 

specified claim. The claim was made to seize the defendant's immovable property as a measure of protection: In total 

USD 3,234 thousand. The case was already examined by the Court of First Instance and the decision was made on March 

15, 2018 (the last major hearing of the Court was held on February 26, 2018, so the decision was made on that date), on 

which the company's claim was satisfied partially and the defendant was obliged to pay the obligation in favor of the 

company, which is as follows: the liabilities due – USD 5,518 thousand. The company's request for undue liabilities, 

based on only one of the contracts, was not satisfied, which is as follows: USD 262 thousand. The lessee has the 

obligation to pay on  relevant dates in the schedule attached to the agreement. (The contract ends on November 26, 

2018). The company anticipates that the other party will appeal the decision as per the appellate rule; 

2. Claimant: "Georgian Leasing Company" Ltd: Respondent: "Georgian Metro Tourism" – Claim amount: USD 131 

thousand, Request for Return of Lease Item, Basis for the claim - Violation of Terms of Agreement, The Case was 

considered at the Court of Appeal by the Respondent Party; Court of Appeal did not satisfy the demand of “Georgian 

metro tourism”, GLC is waiting for court to provide reasonable judgment.  

The judicial disputes that might arise from time to time relate to operational issues and / or are not important in financial 

terms.  
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DESCRIPTION OF BUSINESS 

The Company was established in 2001 by Tbiluniversalbank and was the first Georgian company to offer leasing services 

as an alternative source of financing to loans. In 2005, it became an affiliate company of Bank of Georgia as a result of a 

merger between the two banks. In August 2015, aAs athe result of reorganization, JSC BG Financial separated from JSC 

Bank of Georgia and became 100% shareholder of Georgian Leasing Company LTD. In June 2017, JSC Bank of Georgia 

became 100% shareholder of Georgian Leasing Company LTD. 

In April, 2015 Company bought 100% share of the “Prime Leasing” LTD, the total portfolio of which amounted 

approximately GEL 2,000 thousand.  

The Company currently (as of the date of this prospectus) has 44 employees (37 employees, one office in Tbilisi and 7 

representative desks). Its customer base comprises mainly of SMEs and Retail, and it also has a few larger customers. 

The Company’s products aim to cater to the needs of different customers.  

Group’s vertical structure is as follows: 

 

By May 29
th

, 2018 the demerger of UK based BGEO Group is planned. After the demerger the shares of two different 

entities will be listed on London Stock Exchange – Bank of Georgia PLC and Georgia Capital PLC, respectively. 

After the demerger, Georgian Leasing Company LLC will remain the 100% subsidiary of JSC Bank of Georgia, which in 

turn will be the 100% subsidiary of the UK based company Bank of Georgia PLC.  

After the demerger, the group’s vertical structure will be as follows: 



 

 

 

 

 

 

The Company – timeline of milestones 

 

 

   

The Company’s management has broad experience in the financial services industry and the leasing sector. Chief 

Executive Officer ("CEO") Eldar Akhvlediani has over 16 years’ experience in the financial sector and has been in his 

current role since April 2015. Chief Commercial Officer ("CCO") of the Company, George Jgharkava, joined the 

Company in May 2015 and has over 12 years of experience in financial sector. Chief Financial Officer (CFO), Tinatin 

Kipiani just joined the Company in May 2017; before joining the company she worked at BGEO GROUP, and has 

over 9 years of extensive experience in financial sector. 

2001 
•Founded by Tbiluniversalbank as the first leasing company in Georgia 

2005 

•Becomes an affiliate company of Bank of Georgia as a result of the merger of BoG and 
Tbiluniversalbank 

2011 
•New leasing regulations are adopted and changes to the Tax and Civil Code are made 

2013 
•Total portfolio grows 2.8x from 2009 to US$ 15.8 million 

2015 
•New management team announcement 

2016 
•New Strategy announced, innovative products, new procedures 

2017 
•New direction "Turbo is introduced - which leases assets to high risk individuals 
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The Company’s standard offering by products  

The Company offers to the customers diversified range of the products, linked to the needs of different client segments. 

The Company has specific products: for SME’s, low and high income customers. For example, in 2015 as a result of the 

collaboration with Caucasus Auto Import, the Company developed new, profitable product for the second hand light 

vehicle users. In the August 2017 is planned one additional product offer for the low-income customers :  with the MFO-

like financing scheme. 

The Company 

Products 

Leasing 

amount 

(US$) 

Co-

financing 

Leasing 

term 

Implicit 

rate 
Other requirements Comments 

Finance leasing, 

including Back Lease 

(general terms), 

Min. 

5,000 

Min. 10% Max. 5 

years 

Min.14,5%  Acceptable asset 

 Acceptable planned use of the 
asset 

 Overall financial condition 

 Insurance 

 One of the most 

common financing 
products worldwide 

 

Auto leasing for 

companies (new and 

used cars) 

Min. 

2,000 

Min. 20% Max. 6 

years 

min. 14%  Acceptable use of the asset 

 Insurance 

 

 

Operational lease Min. 

5,000 

5-10% 24-36 

months 

Min. 

15.5% 

 Acceptable credit rating 

 Overall financial info 

 Acceptable planned use of the 
asset 

 Insurance  

 First operational 

leasing product on 
the market 

Retail Auto Leasing Min. 

1000 

Min. 20% Max. 6 

years 

min. 14%  Acceptable credit rating 

 Acceptable asset 

 Acceptable planned use of the 

asset 

 Insurance 
 

 

Retail Auto Leasing 

(avtomartivi – import 

of cars) 

Min. 

1000 

20% Max. 5 

years 

18%  Acceptable credit rating 

 Acceptable asset 

 Acceptable planned use of the 
asset 

 Insurance 

  

First ever import 

financing of light 
vehicles with best 

conditions on the 

market. 

Turbo – MFO style 

leasing 

Min. 

1000 

Min. 20% Max. 6 

years 

Min 48%  Acceptable credit rating 

 Acceptable asset 

 Acceptable planned use of the 
asset 

 Insurance 

 

 Began in 

September, 2017 

 Product includes 

usual financial lease 
and back lease 

 

Property  

As at 31 December 2017 Company’s investment property was comprised of an office building leased out to BOG. Total 

area of the building is 372 sq.m., and it is valued at GEL 2.75 million.  

Specialized Software  

The Company is using specialized software (Microsoft Dynamics NAV). This software incorporates leasing, IFRS and 

tax accounting, and HR functions. 

 

Risk Management 

The Company’s financial instruments primarily comprised of cash, finance lease receivables and loans payable and debt 

securities issued. In the course of its ordinary activity the Group is exposed to credit, liquidity, currency and interest rate 

risks. 



 

 

 

 

Credit Risk 

Credit risk is the risk that the Company will incur a loss because its customers, clients or counterparties failed to 

discharge their contractual obligations.  

As of 31 December 2017 and 31 December 2016 the Company has no other significant financial assets subject to credit 

risk, except for: 

 Cash and cash equivalents that are kept with the bank having rating BB- from Fitch Ratings; 

 Finance lease receivables described below. 
 

The credit quality of finance lease receivables is managed by the Company through credit quality groups. The table 

below shows the credit quality by class of finance lease receivables, based on the Company’s credit quality groups’ 

system. 

 

 Neither past due nor impaired    

 
High grade 

2017 

Standard 

grade 

2017 

Sub-standard 

grade 

2017 

Past due but 

not impaired 

2017 

Individually 

impaired 

2017 

Total 

2017 

Finance lease 

receivables (net)       

Construction 14,176 2,007 13 657 256 17,109 
Service 8,451 716 1,174 920 191 11,452 
Individuals 8,243 661 91 813 64 9,872 
Manufacturing 1,936 47 138 - - 2,121 
Trade and retail 1,796 62 - 130 26 2,014 
Energy 1,586 - - - - 1,586 
Consumer goods 441 55 - - - 496 
Agriculture 420 72 - - - 492 

Polygraph 85 198 - - - 283 

 37,134 3,818 1,416 2,520 537 45,425 

 

 

 

 

 

 Neither past due nor impaired    

 
High grade 

2016 

Standard 

grade 

2016 

Sub-standard 

grade 

2016 

Past due but 

not impaired 

2016 

Individually 

impaired 

2016 

Total 

2016 

Finance lease 

receivables (net)       

Service 5,815 3,419 1,697 943 358 12,232 

Construction 5,350 1,576 731 290 240 8,188 

Individuals 3,133 422 126 252 374 4,307 

Trade and retail 2,458 161 38 36 - 2,693 

Manufacturing 792 765 570 - 88 2,216 

Consumer goods 960 203 - 66 - 1,229 

Agriculture 337 349 136 - - 822 

Polygraph 253 429 - - - 682 

Energy 10 229 - - - 240 

Total 19,110 7,553 3,298 1,588 1,060 32,611 
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The credit risk assessment policy for non-past due and individually non-impaired financial lease receivables has been 

determined by the Company as follows: 

► A financial lease receivable that is neither past due (overdue days at reporting day is less than five days) nor 

impaired as at reporting date and has historical maximum overdue days during the period of less than 30 is 

assessed as a financial asset with High Grade; 

► A financial lease receivable that is neither past due (overdue days at reporting day is less than five days) nor 

impaired as at reporting date and has historical maximum overdue days during the period between 30 and 60 is 

assessed as a financial asset with Standard Grade;  

► A financial lease receivable that is neither past due (overdue days at reporting day is less than five days) nor 

impaired as at reporting date and has historical maximum overdue days during the period of more than 60 is 

assessed as a financial asset with Sub-standard Grade. 
 

It is the Company’s  policy to maintain accurate and consistent risk ratings across the lease portfolio. This facilitates 

focused management of the applicable risks and the comparison of credit exposures across all lines of business.  

 

Aging of finance lease receivables that are past due but not impaired is as follows in 2017 and 2016: 

 

 

Less than 

30 days 

2017 

31 to 60 days 

2017 

More than 

60 days 

2017 

Total 

2017 

Finance lease receivables     

Service  740 99 80 919 
Individuals 678 134 - 812 
Construction 594 8 55 657 

Trade and retail  130 - - 130 

 2,142 241 135 2,519 

 

 

 

Less than 

30 days 

2016 

31 to 60 days 

2016 

More than 

60 days 

2016 

Total 

2016 

Finance lease receivables     

Service 840 33 70 943 

Construction 237 - 53 290 

Individuals 205 12 35 252 

Consumer goods 66 - - 66 

Trade and retail 36 - - 36 

 1,384 45 158 1,588 

 

The main considerations for the finance lease receivables individual impairment assessment include whether any 

payments of principal or interest are overdue by more than 60 days or there are any known difficulties in the cash flows 

of counterparties, or infringement of the original terms of the contract. 

 

Liquidity risk and funding management 

Liquidity risk is the risk that the Company will be unable to meet its payment obligations when they fall due under 

normal and stress circumstances.  

The table below summarises the maturity profile of the Company’s financial liabilities at 31 December 2017 and 

31 December 2016 based on contractual undiscounted repayment obligations. The gross nominal outflow disclosed in the 



 

 

 

table is the contractual, undiscounted repayment obligations on the financial liabilities. The actual cash flows on these 

financial liabilities may vary from this analysis. 

 

Financial liabilities 

Less than 

3 months 3 to 12 months 

1 to  

5 years 

Over 

5 years Total 

As at 31 December 2017      

Loans payable 604 4,380 19,615 - 24,599 

Debt securities issued 915 899 29,566 - 31,381 

Total undiscounted 

financial liabilities 1,519 5,279 49,181 - 55,980 

 

 

Financial liabilities 

Less than 

3 months 3 to 12 months 

1 to 

5 years 

Over 

5 years Total 

As at 31 December 2016      

Loans payable 466 1,417 8,353 19,237 29,474 

Debt securities issued 1,148 27,635 - - 28,784 

Total undiscounted 

financial liabilities 1,614 29,052 8,353 19,237 58,258 

 

 

 

Currency risk 

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates.  

The tables below indicate the currencies to which the Company had significant exposure at 31 December 2017 and 

31 December 2016 on its financial assets and liabilities and its forecasted cash flows. The analysis calculates the effect of 

a reasonably possible movement of the currency rates against the Georgian Lari, with all other variables held constant in 

the statement of  profit or loss. A negative amount in the table reflects a potential net reduction in the statement of profit 

or loss, while a positive amount reflects a net potential increase. 

 

Currency 

Appreciation of the 

exchange rate of GEL 

against the respective 

currency in % 

Effect on profit 

before tax 

Appreciation of the 

exchange rate of GEL 

against the respective 

currency in % 

Effect on profit 

before tax 

2017 2017 2016 2016 

EUR 17.50% 4 20.00% (468) 

USD 14.00% (3) 15.00% 1,025 

 

 

 

Depreciation of the 

exchange rate of GEL 

against the respective 

currency in % 

Effect on  

profit before tax 

Depreciation of the 

exchange rate of GEL 

against the respective 

currency in % 

Effect on profit 

before tax 

Currency 2017 2017 2016 2016 

EUR -10.50% (2) -16.00% 374 

USD -7.00% 1 -11.00% (752) 
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Maturity Analysis of Assets and Liabilities 

 

The table below shows an analysis of assets and liabilities according to when they are expected to be recovered or settled: 

 2017 

 Within one year More than one year Total 

Assets    

Cash and cash equivalents 1,178 - 1,178 

Finance lease receivables 24,909 20,514 45,423 

Assets held for leasing 9,446 - 9,446 

Prepayments for assets held for leasing purposes 6,307 - 6,307 

Property and equipment - 412 412 

Investment property - 2,745 2,745 

Other assets 553 141 694 

Total 42,393 23,813 66,206 

     

Liabilities    

Loans payable 4,803 15,375 20,178 

Debt securities issued 1,759 24,391 26,151 

Advances from customers 1,160 - 1,160 

VAT and other taxes payable 130 - 130 

Other liabilities 893 - 893 

Total 
8,747 39,766 48,513 

Net 
33,646 (15,952) 17,692 

 

 

 2016 

 Within one year More than one year Total 

Assets    

Cash and cash equivalents 676 - 676 

Investment securities: available-for-sale 20 21 41 

Finance lease receivables 19,813 12,798 32,611 

Assets held for leasing  11,156 - 11,156 

Prepayments for assets held for leasing purposes 3,258 - 3,258 

Current income tax assets 632 - 632 

Property and equipment - 34 34 

Investment property - 2,488 2,488 

Other assets 134 125 259 

Total 35,691 15,467 51,158 

     

Liabilities    

Loans payable 1,778 15,951 17,729 

Debt securities issued 26,904 - 26,904 

Advances from customers 2,078 - 2,078 

VAT and other taxes payable 434 - 434 

Other liabilities 
449 - 449 

Total 
31,645 15,951 47,596 

Net 
4,046 (483) 3,563 

 

 

 

 

 



 

 

 

Business Continuity Policy 

 

The company has a plan of business continuity and recovery from accidents, where the responsibilities of employees in 

crisis situations are detailed. Business Continuity Plan includes several phases of response: 

 Identification of the event and its qualification as a crisis situation; 

 Taking decision on the launch of Business Continuity Plan; 

 Preparation period for the enactment of the BCP plan; 

 Period of validity of business continuity plan; 

 Complete recovery phase, transition to full load at the main process; 

 

In case of incident or allert, which is qualified or may be evaluated as a crisis situation, any employee is obliged to notify 

his immediate manager. 

After assessing the situation by the immediate manager, he/she is obliged to send this notification to the Emergency 

Management Group or contact the Head of the Crisis Management Committee and notify about the event. 

Employees and executives of the executive departments of crisis business functions are obliged to directly address the 

crisis management committee. The Crisis Management Committee should immediately discuss the case and make 

decision about the continuation of business continuity plan. 

 

The decision about the enactment of the plan of the business continuity will be sent to: 

 Head of Critical Service; 

 Vendors and / or outsourcing suppliers of critical service providers whose involvement is required within the 

business continuity plan; 

One of the most important roles of business continuity is brand management. 

 

 

Leasing Assets’ management policy 

 

The company's leasing assets’ management policy is as follows: 

 All assets are assessed individually, before leasing 

 Monitoring of assets after leasing is issued - once in 6 months. (Except for automobiles, since there is no need 

to monitor them frequently, if the client makes payments without delays) 

 All assets are pictured and stored together with monitoring acts 

 In case of problematic leasing, the seized asset is pictured, described and transferred to the warehouse 

 

All assets are insured (the assets of risky clients are insured on “the risk of disappearance" – if an asset is not found  in 3 

months , the insurance company will pay the total amount) 

 

 

Strategy 

 

The Company has dramatically changed its developing strategy over last years and currently has very precise goals and 

directions.  

The Company has developed new strategy based on the consideration of the past experience and analyses of the current 

trends on the market. The old business model was relatively inflexible and unsustainable in terms of the risk 

management,  In some cases it was impossible to determine the fair value of the asset, the correct selection of trusted 

supplier, timely / correct identification of dishonest taxpayers ,due to which the Company had to write-off considerable 

part of the portfolio and recognise it as an expense. As a result, in 2015 and 2016 the Company had financial losses.  
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In order to improve the situation, the Company carried out a number of the changes: completely changed the 

management team, switched to the new, quick and more flexible risk management strategy, improved asset valuation 

team and monitoring group. Moreover, the Company paid attention to the portfolio diversification and increased 

customer range by offering new products for completely new segments. Currently Company has portfolio in both – 

Corporate (78%) and Retail (22%) sectors and faces tough competition not only with leasing companies, but also with 

the local banks. In order to stay competitive, The Company focuses more on accelerating processes. It has changed its 

approval (and risk assessing) procedure and moved to a quicker approach - Asset-Based financing. To minimize the risks 

associated with asset-based financing, Company has established a very strong Asset Management team to guarantee 

better initial evaluation of assets, better monitoring and quick resale process, in case of default. As a result, service 

became more quick and flexible, which has already resulted in the accelerated growth of the Company portfolio. 

Improved procedures of the risk management resulted in increased profitability.  

At the end of 2015 company entered retail market with new products, (some of them innovative to the market) and, by 28 

February 2018, managed to attract approximately Gel 9,150 thousand retail portfolio, with higher rates, lower risks and 

more diversification. 

An important growing  part of retail portfolio is comprised with newly introduced (2017) product – “Turbo”. With the use 

of different marketing methods and promotions (for example marketing offering which allows clients not to pay interest 

for the first 3 months of lease) company managed to create GEL 1,572 thousand portfolio as of February 28, 2018.  

One defining factor of strategy is synergies – company has managed to make combined (exclusive) product with leading 

retail car importer and service provider that lead to the new product (with risk insurance scheme) - quick, easy and cheap 

import financing of light vehicles, with guarantees – that gained quite substantial portfolio and zero loss in one year 

period.     

The Company sees considerable opportunities on the local market, as leasing sector still remains under developed in 

Georgia. Company actively tries to reach and attract new customers by offering product tailored for different client 

groups. It should be noted, that JSC “Bank of Georgia”(100% shareholder) supports the Company on the every step of 

development financially and with other resources.  



 

 

 

REGULATION OF LEASING ACTIVITIES IN GEORGIA  

Developments in the Regulatory Framework  

The first legal act regulating leasing activities was the Civil Code of Georgia ("Civil Code"), adopted on 26 June 1997. 

Later in 2002, the Law on Promotion of Leasing Activities was adopted. These two legal acts in addition to the Tax Code 

of Georgia ("Tax Code") regulated the Georgian leasing industry prior to 2011.  

The regulatory framework of leasing activities was highly criticized because of the unfavorable and discriminatory 

taxation regime and contradictions between applicable regulations. Leasing companies were unable to write off bad loans 

unlike commercial banks, the 100 % amortization rules were not applicable to leasing companies and the principles of 

calculation of the profit tax were not clear.   

In 2011, with the support of USAID and involvement of stakeholders, Georgian Parliament abolished the Law on 

Promotion of Leasing Activities, amended the Tax Code and introduced major changes to the Civil Code based on the 

internationally recognized leasing standards of the International Institute for the Unification of Private Law 

(UNIDROIT), an independent intergovernmental organization based in Rome focused on aligning private and 

commercial law across states. The legislation (1) created stronger incentives for companies to lease by allowing them 

some tax flexibility as well as easier tax procedures for lessees and (2) reduced effective tax rates for lessors and lessees 

due to changes in lease accounting treatments.  

The new tax legislation simplified tax administration and reduced the tax burden of leasing companies. The new code 

also allows effective property tax calculation on leased assets for lessors. VAT is paid in proportion to lease payments.  

Changes in the Corporate Income Tax rules were legally enforced effective on 1 January 2017. Only distributed profit is 

subject to taxation defined as cash or non-cash dividend disbursed to owners that are individuals or non-resident legal 

entities - reinvested profit is no longer subject to taxation. New Corporate Profit Tax model does not envisage special tax 

regulations for leasing companies – profit tax is charged on distributed profit (calculated in accordance with IFRS).  

 

Main Characteristics of the Regulatory Framework of Leasing Activities 

Leasing activities and leasing companies are not subject to licensing or registration requirements. The leasing industry 

has no special regulator and no capital adequacy or other similar requirements apply to leasing companies. However, they 

are subject to AML regulations and, the supervision of the Ministry of Finance as the AML supervisory agency, and are 

obliged report to the Financial Monitoring Service (see -"Anti-money laundering regulations and monitoring 

requirements" below).  

There are no legal or regulatory barriers for investment in the Georgian leasing sector. Georgian law does not impose any 

interest rate floors or caps applicable to leasing activities, or any mandatory requirements for co-funding of the leased 

property by the lessee or lessor.  

The Civil Code regulates the main aspects of leasing activities, such as the responsibilities of the parties, damage 

recovery, consequences of termination of leasing agreements, etc. The main characteristics of leasing activity defined by 

the Civil Code are the following: the lessor transfers the property to the lessee for an agreed period of time with or 

without the right to purchase such property and the lessee makes periodic payments on the condition that the lessee 

chooses the property and its supplier and such supplier is aware that the lessor has purchased the property for leasing 

purposes. Money, land, securities or ownership interest in a company may not be subjects of leasing. For the purposes of 

the Tax Code, only those assets that may be depreciated are subject to leasing and a leasing company is defined as a 

company that receives at least 70% of its total revenue throughout the tax year from leasing transactions.  

The Civil Code lays down certain requirements and limitations relating to amendment and termination of leasing 

agreements. The lessor must assign its rights under its contract with the supplier to the lessee, at the request of the latter. 

Any amendments to the agreement concluded between the lessor and supplier must be agreed with the lessee and 

similarly, the lessee is not entitled to agree any changes with the supplier without the lessor's consent. The lessor is 

entitled to terminate the lease agreement in case of its material breach by the lessee. At the same time the lessee can only 
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claim damages from the lessor and is not entitled to terminate the lease agreement unless it is deprived of the possibility 

to use the leased property. 

 

Anti-money Laundering Regulations and Monitoring Requirements 

The Law of Georgia on Facilitating Elimination of the Legalization of Illegal Income (the “AML Law”) came into force 

on 1 January 2004. The AML Law strengthened control over the movement of funds within Georgia and introduced an 

independent public law entity, the Financial Monitoring Service (the “FMS”), to monitor and supervise AML and counter 

terrorism financing measures and to issue decrees setting out further preventative measures and reporting requirements. 

Based on the AML Law, the Order of the Head of the FMS No 2 "On Approval of Receipt, Systematization, Processing 

and Submission of the Information by the Leasing Companies to the Financial Monitoring Service" was issued on 5 

September 2013 ("Monitoring Order"). The AML Law and the Monitoring Order lay down the requirements of 

financial monitoring by leasing companies for the purposes of avoidance of money laundering and terrorism financing.  

The Ministry of Finance of Georgia is the supervisory body of the leasing companies in terms of compliance with the 

AML Law. If the Ministry of Finance discovers any omissions or breach of the AML Law or the Monitoring Order, it 

must report to the FMS and impose appropriate sanctions. If the FMS receives a report of a transaction that it believes 

may be related to money laundering or the financing of terrorism, the report must be forwarded to the appropriate 

departments of the General Prosecutor’s Office and the Ministry of Internal Affairs of Georgia. 

Leasing companies must monitor the leasing transactions, which exceed 30,000 GEL or its equivalent in other currency 

and "suspicious transactions" as defined in the relevant regulations. In addition, the following transactions are subject to 

monitoring by the leasing companies: (i) any transaction if there is a doubt that a party to the transaction is connected to 

terrorism or the money may be used for terrorism financing; and (ii) any transaction with participation of persons 

operating or registered in suspicious zones.  

In order to be able to identify transactions and clients related to money laundering and terrorism financing, the leasing 

companies are obliged to adopt internal control measures, including internal regulations, and designate an employee or 

create a special unit that will supervise the processing and submission of the information to the FMS.  

Anti-monopoly Regulations 

The leasing companies are subject to supervision by the Competition Agency established in April 2014 based on the 

recently amended Law of Georgia on Competition ("Competition Law"). The Competition Agency monitors compliance 

of private entities with the anti-monopoly legislation in Georgia and has various powers including the right to impose 

fines for breach of the Competition law. 

Additional Requirements Applicable to Reporting Companies  

Reporting requirements 

Following public offering of the Bonds, the Company is a Reporting Company within the meaning of the Law of Georgia 

on Securities Market ("Securities Law") defined as a company that has placed securities through public offering or 

whose securities are admitted to trading on a stock exchange. 

The Securities Law imposes specific reporting obligations on a Reporting Company. A Reporting Company is obliged to 

submit to the NBG, publish or provide to the registered owners of its securities annual, semi-annual and current reports. 

If the Bonds are traded on the GSE, such information must be also provided to the GSE . The NBG is entitled to request 

additional information from the Reporting Companies. 

  



 

 

 

Approval of Interested/Related Party Transactions 

The Securities Law regulates interested party transactions and sets various approval and transparency requirements for a 

Reporting Company. Except as noted below, these requirements do not apply to transactions concluded between: (i) a 

company and its wholly-owned subsidiary; and (ii) a company and its 100% shareholder.  

If a Reporting Company enters into a transaction and a member of its management body or a holder of 20% or more of 

its voting shares (or a related person of any such person) (a) has some relation to the transaction counterparty (such as by 

directly or indirectly holding 20% of its shares or by being a member of its supervisory or management board) or (b) 

receives a benefit from it, that person will be regarded as an “Interested Party” for the purposes of the Securities Law. 

In general, the Interested Party must notify the supervisory board and, depending on the value of the transaction, the 

general meeting of shareholders, of that party’s interest in the transaction to be concluded. The supervisory board or the 

general meeting of shareholders (as applicable) must approve the transaction. Reporting Companies are required to 

provide information about Interested Party transactions to the NBG and publish information about such transactions 

(including those concluded with wholly-owned subsidiaries and with 100% shareholders). 

If a transaction is concluded in violation of the rules described above, a member of management body of the Reporting 

Company or its shareholder (or group of shareholders) holding 5% or more of the shares in the Reporting Company are 

entitled to sue the Interested Party for damages and the return of any benefit received from the transaction. The plaintiff 

must establish that Reporting Company suffered damages as a result of the Interested Party transaction and had there 

been no such interested party, the transaction would have been concluded on better terms. Invalidation of the transaction 

may be requested within 18 months from the date of its conclusion. 

As mentioned above, the Company is a Reporting Company; hence the authorised body of the Company has to approve 

transactions involving Interested Parties, except transactions with its member of the Authorised body of the Company.  

Priority of Claims in case of Bankruptcy Proceedings  

In case of bankruptcy of the Company, the claims of its creditors will be settled in the following order: 

1) procedural expenses and National Enforcement Bureau service fees; 

2) indebtedness towards the debtors accrued from the date the court issued a ruling on accepting the application 

on insolvency proceedings, including tax liabilities accrued after initiation of bankruptcy proceedings; 

3) all costs and remuneration related to appointment of the insolvency manager and fulfillment of his duties; 

4) all secured claims, including the secured claims under the Tax Code; 

5) unsecured tax liabilities; 

6) all remaining recognized unsecured claims; and 

7) creditors' claims submitted late. 

Claims of the subsequent category shall be paid only after the claims of the previous category have been fully paid, 

unless the creditors' agreement provides otherwise. If the available funds are insufficient to fully cover all claims listed in 

one category, all of the claims of each creditor within the relevant category shall be paid on a pro rata basis. 
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LEASING POLICIES AND PROCEDURES 

The Company has established procedures for approving and executing projects, monitoring projects, provisioning, 

dealing with overdue payments and asset repossession. These procedures are set out in internal documents adopted by the 

Company.  

Project approval and execution procedure has been developed with the goal to better serve customers, standardize 

services and minimize risks deriving from operational activity. This procedure incorporates internal and supervisory 

oversight, employment of specialized software and several layers of checks to prevent mistakes and/or fraud.  

 

Note: Leasing software of the Company “Microsoft Dynamic NAV” was created on the basis of the best practice, by the recommendation of E&Y, to improve and make 

process more standardized and efficient 

Project monitoring procedure consists of two components: financial monitoring of the lessee, which is used selectively 

and rarely, only in cases when the lessor has concerns regarding the lessee’s financial stability. In all other cases standard 

financial check is carried out which implies checks on encumbrances, tax liabilities, sales figures, etc.  Financial 

monitoring is carried out by lease managers. Technical monitoring is designed to ensure an asset is appropriately 

maintained and regular service is provided according to the asset’s specifications. A new lease asset is monitored 6-12 

months after the start of the lease, unless special circumstances require unscheduled monitoring. Monitoring is usually 

carried out at short notice, and the lessor’s representative is guaranteed access to the asset under the terms of the lease 

agreement. Technical monitoring is carried out by Company expert team, which has grown considerably in 2016, 

resulting in better quality of monitoring. .  

Overdue portfolio management procedure sets out rules and steps for dealing with overdue payments and emphasizes 

early action and close interaction with the lessee in order to minimize technical, financial and litigation risks.  

Lease manager calls leasee and informs about overdue payment 1 or 2 days prior the payment date. (SMS notification 

system is expected to be launched in3
rd

 quarter of 2018) In case the client does not make the payment Company follows 

the folloing procedures: 



 

 

 

 

Provisioning procedure  

Since January 1, 2018, after the introduction of the new International Financial Reporting Standards (IFRS 9), the 

company has replaced the regulation procedure and methodology. 

1) Until 2018, the company had two methods of Provisioning: standard portfolio Provisioning and individual 

Provisioning: Standard collective pool provisioning was applied to all projects and was based on 10-year 

historical write-off data for the portfolio (as of 31 December 2017 1.79% of portfolio). Standard provisioning is 

used until the 30th day of overdue payment. 

2) Individual provisioning is used: 

  for leases with 60+ days of overdue payments:  

 The Company evaluates the asset and estimates the asset sale value after six months (the 

underlying assumption is that the asset will be disposed of after approximately six months)  

 The Company calculates the present value of the asset sale value and compares 60% of this 

amount to the carrying value of the asset 

 If the amount is lower than the asset’s carrying value, the difference is recognized as an 

impairment expense 

 If it is greater than the carrying value, a collective lease pool approach is employed.  

 for leases overdue by 30-60 days, either a collective lease pool rate or an individual lease rate (as 

explained above) is used. 

 

The new methodology more precisely reflects portfolio to be impaired, which means that methodology and calculation 

depend on future assumptions and trends. The company divides its portfolio into 2 parts, as legal entities and individuals. 

In both cases, the company uses the collateralized approach, which means that for each leasing project the company 

evaluates the value of the leased asset and compares it to the lease receivables, and the difference among those two 

figures is multiplied by the probability of project default. 

The probability of project default is calculated based on statistical information of last three years, that will be adjusted in 

the future with the possibility of potential customers' ability to pay. Calculation of default probability is similar for legal 

and physical persons, but there is difference both in statistical data and assumptions about future ability to pay. 

At the end of December 2017 and February 2018, reserves estimated by the new methodology amounted to GEL 409 

thousand and GEL 518 thousand, respectively. 

 As for other new standards, neither IFRS 15 nor IFRS 16 have significant effect on the company because the company 

does not have revenues from contracts which are not leasing, and the current accounting model of the financial leasing of 

the company fully complies with the requirements of IFRS 16 . 
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Asset repossession procedure 

An asset is repossessed when the lessee is unable to make payments and the lessor (Company) has made a decision to 

repossess the asset.  



 

 

 

MANAGEMENT AND EMPLOYEES 

Overview 

Company's corporate governing body is the General Meeting of the partners ("General Meeting"). The General Meeting 

appoints the director (chief executive officer) of the Company ("Director", "CEO") who is directly responsible for day-

to-day operations and who is vested with the representative authority.   

General Meeting  

The General Meeting is the supreme governing body of the Company and is authorized under Georgian law and the 

charter of the Company ("Charter") to pass resolutions on, among other things, the following issues: 

 amendments to the Charter; 

 increase of share capital; 

 merger, division or transformation of the Company into another legal entity; 

 approval of annual accounts; 

 appointment and dismissal of the director; 

 approval of the director's reports; 

 acquisition, sale or encumbrance of real property; 

 acquisition and sale of shares/ownership interests in companies and their liquidation;  

 the making of investments (except the investments in the ordinary course of business of the Company) 

which exceed 10% of the latest year's book value of the Company;  

 the taking loans/credits, the value of which exceeds the limits set by the partner or granting loans/credits 

that are outside the ordinary course of business; and 

 other issues that fall within the competence of the General Meeting under law and the Charter. 

According to the Charter, the General Meeting may be convened as necessary but must be held at least once every 

quarter. Partners who hold at least 5% of the ownership interest of the Company may request that the Director convene a 

General Meeting (currently one partner - Bank of Georgia owns 100% of the ownership interest). The Director shall 

immediately convene a General Meeting if it is in the best interest of the Company or it is expected  that the Company 

may lose half of its capital.  

The General Meeting is quorate if partners with more than 50% of the ownership interest are present at the meeting. The 

decisions at the General Meeting are adopted by simple majority, except approval of any amendments to the Charter that 

requires at least 2/3 of the votes cast at the General Meeting. According to the Charter, the General Meeting with 

participation of all partners of the Company must approve any decision the importance of which falls outside the ordinary 

course of the Company's business.   

Supervisory board 

The company's supervisory board consists of at least 3 (three) members. Members of the Supervisory Board are 

appointed and will be invoked by the partner. Each member of the Supervisory Board shall be elected for a term of four 

(four) years, but his / her authority shall continue until the appointment of a new member after the expiry of the term,. 

Recurring selection of a member of the Supervisory Board is unlimited. Prior appointment of board members according 

to partner’s decision can happen at any time. Each member of the Supervisory Board may resign at any time based on a 

written request submitted to the Partner 30 (thirty) days in advance of resignation. No later than 3 (three) months after the 

member's resignation, a new member of the Supervisory Board shall be elected. Chairman of the Supervisory Board may 

not be the director of the company at the same time. 

David Tsiklauri is the Chairman of the Supervisory Board. Currently, he is a deputy CEO of the JSC Bank of 

Georgia.Before. David has extensive experience in banking as well as the corporate segment in Georgia, having worked 
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as the Deputy CEO in charge of Corporate Banking at TBC Bank since 2014. Prior to that he served as the Vice President 

of the Capital Markets and Treasury Solutions team at Deutsche Bank since 2011, where he started as an associate in the 

Debt Capital Markets Department in 2008. David has an MBA degree from London Business School. 

The Supervisory Council sessions are held at least once a quarter. A notice / invitation shall be sent in written form along 

with an estimated agenda at least 8 (eight) days prior to the probable date of the meeting. Members of the Supervisory 

Board may hold a session defecting the timing of the notification, provided that all members unanimously agree to hold 

such a meeting and attend it. Attendance of all members at such a session shall be automatically considered as proof of 

their consent to hold the Supervisory Board Meeting defecting the timing of notification. 

Objectives and Competence of the Supervisory Board: 

• Supervisory Board controls the director's activities; 

• The Supervisory Board may at any time request a report from the Director of the company. 

• The Supervisory Board may monitor and verify the financial documentation of the company. 

• The Supervisory Board shall examine annual reports, proposed distribution of profit and report to the partner; 

• Appointment and dismissal of the director; 

• The Supervisory Board shall be authorized to establish the Audit Committee (in accordance with the Law of Georgia on 

Securities Market); 

• Establishment and liquidation of branches; 

• Receive annual budget and long-term liabilities; 

• Start new economic activities or terminate existing activities; 

• Issuance of securities and / or decision making on permitting trade on the stock exchange; 

 

Audit Committee: 

The main function is to support internal audit and external audit function. The Audit Committee shall consist of at least 

three members, who are appointed by the Supervisory Board. At least one independent member of supervisory board 

shell be included in audit committee. Other members of the Audit Committee are also appointed by Supervisory Board of 

the Company. 

Competence of the Audit Committee: 

• Determine the rules of internal accounting, financial statements and control and exercise their supervision; 

• Keep track of the legislation applicable to the company; 

• Approve the provisions of the Internal Audit Service and organize its functionality; 

• To ensure the objectivity and independence of the Internal Audit Service from the Supervisory Board and the 

Directorate 

• Carries out the company's statute and other powers envisaged by the legislation; 

The Audit Committee meets at least once in a quarter, and in case of urgent situation on the request of the Supervisory 

Board of the Company. The Audit Committee shall make decisions by a simple majority of votes cast by the attending 

members of committee who have no right to refrain from voting. The Audit Committee is headed by the Chairman of the 

Committee, who is elected by the Supervisory Board. 

 



 

 

 

Director/CEO 

The Director of the Company is responsible for the day-to-day management of the Company. The Director is appointed 

by the General Meeting for an indefinite period of time and is accountable to the General Meeting. The Director is not 

allowed to participate in the activities that are similar to those conducted by the Company or serve as a director or a 

personally liable partner in another company without the prior consent of the General Meeting.    

Responsibilities of the Director include: 

 conducting day-to-day activities of the Company; 

 

 preparation of the annual accounts; 

 

 ensuring compliance of the Company's accounting practices with applicable laws; and 

 

 regularly reporting to the General Meeting on various issues, including ongoing activities, business policies 

and prospects of the Company. 

 

 

Organizational Structure 

 

The Company's management currently includes the CEO/Director and other senior managers listed below: 

Name Current Position 

Term of Employment / 

Reappointment 

Eldar Akhvlediani Chief Executive Officer (CEO) Three year, automatic  renewal 

George Jgharkava  Chief Commercial Officer (CCO) One year, automatic renewal 

Tinatin Kipiani Chief Financial Officer (CFO) One year, automatic renewal 

 

Director/CEO - Eldar Akhvlediani  

Eldar Akhvlediani has been holding the position of CEO of Georgian Leasing Company since April 1, 2015. He has 16 

years of work experience in the banking sector, out of which, for over 11 years he was working on different positions at 
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JSC Bank of Georgia.  During the past 8 years, Eldar was leading the largest business sectors of Corporate Banking at 

JSC Bank of Georgia. His professional career covers the years when the banking sector has undergone the most 

important development stages, enabling him to get vast experience.  Eldar holds degree in Banking and Finance, from 

Batumi Shota Rustaveli State University. 

Senior Managers 

Chief Commercial Officer – George Jgharkava 

George Jgharkava has been holding the position of Chief Commercial Officer at Georgian Leasing Company since May 

15, 2015. He has been working in the banking sector since 2006, and from 2010 he was managing Credit, Retail and 

Corporate Banking Departments at JSC Kor Standard Bank. He also has successful experience in business consulting and 

strong skills in crisis management. In 2012, George Jgharkava received Master’s degree from Free University of Tbilisi 

and BP Project Management College. In 2014 he earned an M.B.A from Free University of Tbilisi.  

Chief Financial Officer - Tinatin Kipiani 

Tinatin Kipiani has joined Georgian Leasing Company from May 15, 2017 on a CFO position, before joining the 

company she worked at BGEO GROUP as Head of Holding Companies Finance and prior as Financial Manager at 

JSC Bank of Georgia. She has joined the BOG Group in 2008 as Deputy CFO at JSC Galt and Taggart. She holds 

M.B.A degree in Finance from Caucasus Business School University and Bachelor’s degree from Georgian Technical 

University.    

 

Employees 

As of 31 December 2016, the Company had a total of 25 full-time employees. As of the date of this Prospectus, total 

number of Company employees is 44. 

Company places significant emphasis on the professional development of its employees. Company's employees are 

offered the opportunity to train at specialist training centers and various educational institutions.  

The Company is required to withhold income tax at the flat rate of 20.0% on the gross compensation of its employees.  

 

Remuneration and Benefits 

The remuneration of the Company’s employees is comprised of a fixed monthly salary and monthly, quarterly or annual 

performance bonuses depending on the positions: 

 Retail lessee managers and problem portfolio managers get bonuses on monthly bases; 

 Asset sales managers and corporate lessee managers get bonuses on quarterly bases; 

 Rest of the employees get yearly bonuses. 

 

Overall, the Company offers a highly competitive remuneration and benefits package to its employees.  

Bonus schemes:  

1. Business Lease managers’ bonuses are based on a quantitative formula incorporating the following indicators: 

increase of the size of portfolio, the amount of revenue,, the quality of the portfolio (level of overdue payments) 

and fulfillment targets on team level.  

2. Retail Lease Managers – bonuses are based on a quantitative formula incorporating the following indicators: 

monthly disbursements and commission income. 



 

 

 

3. Problem Portfolio Manager - bonuses are based on a quantitative formula incorporating the following indicators: 

Covered amounts, Repossessed assets, PAR limits. 

4. Assets Management - bonuses are based on a quantitative formula incorporating the following indicators: 

quantity of sold assets, income taken from each operation.   

5. The remaining staff members’ bonuses are calculated according to a qualitative approach. The decision on 

bonuses is made by the CEO of the Company and is approved by BOG. Part of the bonus given to certain 

employees is subject to deferral as follows: 25% (in case of senior managers and certain other employees) and 

33% (in case of CEO) must be either placed on deposit for a period of one year or used to purchase either 

securities of BGEO PLC. or marketable/liquid securities of other members of the BOG group ("Deferred Bonus 

"). Certain restrictions apply to the timing of disposal of these securities. 

Benefits:  

 Every employee is included in an insurance scheme, with the Company contributing GEL 20 per month (GEL 

40 in case family insurance).  

 Some employees are given mobile phone limits, with the average amount of GEL 25; 

 Every employee is included in a pension scheme, with the Company contributing 1% of gross monthly salary. 

 In the event of marriage, child birth or the illness or death of a family member, employees receive GEL 500. 

 Training is held frequently for the professional development of employees. 
 

The table below sets out the aggregate amount of the salaries, and other benefit expenses paid to employees for the years 

2016 and 2017 in GEL:  

 2017 2016 
   

Salaries and other benefits  1,175 1,043 

 

 

Litigation Statement  

As of the date of this Prospectus, no Director or senior manager, for at least the previous five years, has: 

 any convictions in relation to fraudulent offences; 

 held an executive function as a senior manager or a member of the administrative management or 

supervisory bodies of any company at the time of or preceding bankruptcy, receivership or liquidation;  

 been subject to any official public incrimination and/or sanction by any statutory or regulatory authority 

(including designated professional bodies) or has ever been disqualified by a court from acting as a member 

of the administrative, management or supervisory bodies of a company or from acting in the management 

or conduct of the affairs of a company. 
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SHAREHOLDERS AND RELATED PARTY TRANSACTIONS 

Shareholders 

JSC Bank of Georgia (ID 204378869) is 100% partner (shareholder) of the Company.  

 

Related Party Transactions 

In the ordinary course of its business, the Company has engaged, and continues to engage, in transactions with related 

parties. Related parties include, among others, shareholders, all managers and senior personnel of the Company, 

companies affiliated with the Company and certain shareholders of such affiliated companies. Furthermore, parties are 

considered to be related if one party has the ability to control the other party or to exercise significant influence over the 

other party in making financial or operational decisions or if such parties are under common control.  

The Company is a Reporting Company within the meaning of the Securities Law. The Securities Law sets certain 

approval and transparency requirements for transactions in which the members of the governing bodies of a Reporting 

Company and direct or indirect owners of 20% or more of its shares are regarded as Interested Parties (such cases are 

defined in the Securities Law). According to the Securities Law, a transaction involving Interested Parties shall be 

approved by the supervisory board or the general meeting of shareholders. For transactions exceeding 10% of the value 

of the assets of the company, such transactions shall be approved by the General Meeting of Shareholders. Transactions 

with 100% subsidiaries and 100% shareholders are exempted from these requirements. Consequently, following public 

offering of Bonds, the Company's supervisory board will have to approve transactions involving Interested Parties, 

except transactions with its 100% shareholders - Bank of Georgia. The Company seeks to conduct all related party 

transactions on market terms and at market prices and at the date of this prospectus, all the transactions are conducted on 

market terms and market prices. 

The following table shows volumes of related party transactions, outstanding balances at the period end and related party 

expense and income for the periods indicated in GEL. 

  



 

 

 

 

 

 2017 2016 

000’ GEL Parent 

company 

Entities under 

common 

control 

Parent 

company 

Entities under 

common 

control 

      

Rent income from investment property 169 - 169 - 

Commissions income from insurance - 195 - 117 

Interest income from current accounts - 58 - 71 

Rent expenses 168 35 157 45 

      

Loans payable at 1 January  17,729 - 2,346 - 

Loas received during the year 13,497 - 17,757 - 

Loan payments during the year (4,083) - (2,249) - 

Loans included in equity (12,348) - - - 

Other movement/ other accruals (payments) 4 - (125) - 

Loans payable at 31 December 14,800 - 17,729 - 

      

Interest expense on loans payable 1,512 - 673 - 

      

Debt securities issued at 1 January - 2,977 - 1,954 

Debt securities issued during the year - 18,136 - 1,636 

Debt securities purchased during the year - (19,216) - - 

 - - - - 

Other movement - (500) - (613) 

Debt securities issued at 31 December - 1,396 - 2,977 

      

Interest expense on issued debt securities - 231 - 178 

      

Amounts due to suppliers at 1 January - 253 - 191 

Originated during the year - 2,140 - 1,396 

Settlement during the year - (2,208) - (1,337) 

Amounts due to suppliers at 31 December - 185 - 250 

      

Cash and cash equivalents  1,178 - 676 - 
 

* Included into entities under common control are members of BGEO 

Source: Audited IFRS Financial Statements 

 

In April 2017, according to JSC “BG financial” decision, Georgian leasing company’s director was granted 1300 

BGEO common stock. The group will consider 11 April 2017 as the date of granting share rights. According to the 

group estimates, the fair value of shares transferred was GPB 33.84 per share. 

 

The three year term of transferring the rights on shares is in place, the only condition of which is a continuous 

employment in the group. The group paid its obligation by transferring money to the JSC “Galt&Taggart” in order to 

purchase and block shares in accordance with transferring rights agreement.  

 

For the year ended 31 December 2017 equity payments determined by group’s equity instruments amounted GEL 

133 thousand from which 75 thousand GEL is recognized as wages and other benefits of employees in the 

consolidated statement of full income and other reserves in the consolidated statement of financial position. 

 
 

Compensation of key management personnel comprised to the following: 

 

  

31 December 

2017   

31 December 

2016 

Salaries and cash bonuses 

 

174 

 

126 

Share-based compensation 

 

75 

 

- 

Total key management compensation 

 

249 

 

126 
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Conflict of Interest 

The Issuer, Placement Agent, Calculation and Principal Paying Agent and Registrar are the related persons. The members 

of the management boards (management board/board of directors) of such persons may be also on the management board 

of other related persons. Notwithstanding the fact, that the respective persons (and the members of their management 

board) act in accordance with the requirements of the applicable legislation (including with respect to conflict of interest) 

with respect to the approval/entering into the transactions related to Bond issuance and all such transactions are entered 

into on arm's-length terms, the conflict of interest may pose additional risk factor for the investors. 

 

General Terms of Agreement Signed With Placement Agent 

 

The Agreement signed with placement agent obliges JSC Galt & Taggart to provide underwriting of bonds only on non-

guaranteed basis.  

The agent's duty is to prepare the necessary documents (including the Bonds Prospectus) for placing bonds, perform the 

functions of the placement agent and provide consultations about bond issuance, sales and settlement for the company. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

TERMS AND CONDITIONS OF THE BONDS 

The issue of up to USD 10,000,000 (ten million) bonds, with maximum coupon rate of 8% and maturity of three years 

was authorised by a resolution of the supervisory board of the Company passed on May 1, 2018. The Bonds and the 

Bondholders’ rights are governed by the Prospectus, including without limitation these Terms and Conditions and by the 

Agreement on Terms and Conditions of the Bonds between the Issuer and Nodia, Urumashvili and Partners LLC, as the 

Bondholders' Representative dated 15
th
 of May,2018 (the "Agreement"). In addition to the specific terms and conditions 

outlined in other sections of the Prospectus (including without limitation "Overview of the Offering") these Terms and 

Conditions include certain additional representations, covenants and other conditions which are also outlined in the 

Agreement.  

Copies of the Agreement are available for inspection during usual business hours at the principal office of the 

Bondholders' Representative: at Nodia, Urumashvili and Partners LLC, Office No. 28, 4
th
 Floor, 71 Vaja-Pshavela Ave,, 

Tbilisi 0186, Georgia and at the offices of the Issuer: 3/5 Tatishvili Street, Tbilisi 0179, Georgia. In addition to the 

Prospectus, including these Terms and Conditions, the Bondholders (as defined below), and in certain cases (envisaged 

by the Prospectus, including these Terms and Conditions), the Nominal Holder of the Bonds, are entitled to the benefit of, 

are bound by, and are deemed to be subject to the relevant terms of the provisions of the Agreement and such terms apply 

to them. In Particular, by acquiring the Bond(s) a Bondholder consents and agrees that it is entitled to the benefit of the 

covenants set forth in Condition 5 of these Terms and Conditions and in Clause 6 of the Agreement (the "Covenants") 

and it will enjoy the rights and obligations deriving from performance, partial performance and/or non-performance of 

such Covenants only on the condition that it authorizes the Bondholders' Representative to act on its behalf in respect of 

such Covenants pursuant to Condition 4(a) of these Terms and Conditions. Accordingly neither a Bondholder nor a 

Nominal Holder has the right to act directly against the Issuer for breach of any of these Covenants and only the 

Bondholders' Representative may take action against the Issuer in respect of breach of such Covenants, except as 

provided in Condition 12 of these Terms and Conditions. 

 

1. FORM, SPECIFIED DENOMINATION AND TITLE 

The Bonds are issued as dematerialized book-entry bonds, in registered form, in denomination of US$1,000. 

Title to the Bonds shall be evidenced by registration of ownership rights in (i) the register of securities (the 

"Register") that the Issuer shall procure to be kept by the registrar indicated in “Overview of the Offering” (the 

"Registrar") in accordance with the provisions of the agreement between the Issuer, on the one hand, and the 

Registrar, on the other hand; and/or (ii) such other registries/records as shall be maintained by any Nominal 

Holder of the Bonds. The Register and such other registries/records as referred to in the foregoing clause (ii) are 

hereinafter a "Registry."  

2. OFFERING AND PLACEMENT OF BONDS, CHANGES TO THE OFFERING AND DISPOSAL OF 

BONDS 

(a) Bond Offering Process  

The Placement Agent carries out the offering of the Bonds on behalf of the Issuer and on the basis of the 

agreement concluded with the Issuer. Before commencement of the public offering, in order to procure interest 

in the Bonds, the Placement Agent and/or its authorized intermediary/intermediaries are entitled to send the 

approved Prospectus to potential investors. 

Following approval of the Prospectus by the National Bank of Georgia, the Issuer carries out the public offering 

of the Bonds in accordance with Georgian law. The Issuer will publish a notice on offering of Bonds on its web-

site. The Issuer, the Placement Agent and/or a financial intermediary(ies) involved in the placement process 

provide to potential investors, in accordance with their preference, electronic link to the Prospectus, its scanned 

or printed version. The final Prospectus is provided to potential investors (including by way of uploading it to 
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the Issuer's website) before or right after commencement of the sale of publicly offered Bonds or in the process 

of such sale.  

Potential investors may express interest of purchasing Bonds by submitting an application/notice to the 

Placement Agent. It is possible to express such interest via electronic means of communication or any other 

means accepted by the Placement Agent. The deadline for accepting the application(s) for Bonds is determined 

unilaterally by the Placement Agent. If such deadline is not a Business Day, the preceding Business Day will be 

deemed as the final day for accepting the application(s). 

Final interest (coupon) rate to be accrued on the Bonds is fixed in the process of offering of the Bonds to 

potential investors (book-building). Such final interest rate falls within the range of interest rate included in the 

approved preliminary Prospectus and is reflected in the final Prospectus. Fixing the final interest (coupon) rate 

within the range of interest rate described in the preliminary Prospectus is not considered a material (significant) 

change and only requires being reflected in the final Prospectus. 

If in the process of book-building the potential investors express interest for purchase of more Bonds than are 

being offered based on this Prospectus, such demand is being satisfied partially, in proportion to the numbers 

indicated in the relevant applications from the investors or otherwise, as determined by the Issuer at its 

discretion. Furthermore, if the application of a potential investor has been only partially satisfied, such potential 

investor is entitled to refuse or continue to participate in the process of purchasing Bonds. The Placement Agent 

must be notified of such decision immediately (no later than 2 pm Tbilisi time of the Business Day following the 

day when the investor was informed of correction of its application (with respect to the number of Bonds). 

Failure to notify the Placement Agent of such decision entitles the Placement Agent, at its discretion, to continue 

to consider the initial application of the investor (with respect to full number of Bonds requested), or refuse the 

application. 

Following completion of the book-building process, the Placement Agent makes an announcement on 

completion of the offering and notifies those investors (individually or as a group) whose applications (including 

those with corrected numbers) have been satisfied. Such notification must contain the final interest rate to be 

accrued on the Bonds and the number of Bonds in relation to which the purchase orders of potential investors 

have been satisfied. Upon announcement of the completion of the offering, the applications of the potential 

investors that have been satisfied are irrevocable and binding upon such investors ("Subscribing Investors").  

The issues and/or the agent are empowered to issue the bonds at the deferred price after the issue date till the 

date of the expiry of the offer (including the end of the aforementioned date). The deferred placement of the 

bonds will take place at the deferred price. The investors are allowed to express interest to acquire the deferred 

bonds by informing the Placement agent. Notifying the agent about the willingness to purchase the bonds is 

possible over electronic means of communication and/or by any other means allowed by the Placement agent.  

Subscribing Investors and those investors, who acquire the bonds at the deferred date (mentioned below as 

“investors”) must place the funds required for purchasing relevant number of Bonds on broker account in full no 

later than 2 Business Days before the Issue Date or before the deferred issue date. Subscribing Investors shall 

open such brokerage accounts with the Placement Agent. The Issuer delivers the purchased Bonds to the same 

brokerage account either on the Issue Date or the deferred issue date. In exceptional cases, the Placement Agent 

may at its discretion allow the Subscribing Investor to place funds required for purchasing Bonds on the nominal 

holding account of the Issuer held with the Placement Agent (instead of the Subscribing Investor’s brokerage 

account with the Placement Agent). In such cases, the Bonds are delivered to the account of the Subscribing 

Investor held with the Registrar or with other authorized Nominal Holder. 

 Following placement of Bonds, the Bondholders are entitled to hold the Bonds in the form of entry on 

account(s) open with other Nominal Holders or Registrar. 



 

 

 

If total number of bond, defined by final prospectus, will not be placed by the end of offering date, unpublished  

bonds shall be annulled (canceled) and the issuer of bonds should provide national bank of Georgia with 

information about published bonds and stock exchange – if securities are permitted to stock exchange and will 

announce it in accordance with Georgian legislation.  

Changes during Public Offering 

If the Issuer decides to change material information about the Bonds, such as the number of securities, price, 

period of offering, etc., during public offering (period between the commencement of offering until the Issue 

Date), the Issuer shall take the following steps:  

(i) Submits to the National Bank of Georgia an amendment to the Prospectus explaining all 

changes made to the Prospectus; 

(ii) Publishes an announcement on the Issuer's web-site or other means determined by law, 

indicating all such changes made or proposed; announces cancellation of the offering in the 

existing form and makes an offer on cancellation of all agreements on the sale of Bonds up to 

that date; 

(iii) Sets time limit of no less than 10 days for investors to respond to cancellation. After this 

period has passed, the Issuer is entitled to carry out amended public offering. 

If the information in relation to any material event is changed in the Prospectus, the investors who have 

purchased the Bonds are entitled to revoke the purchase and request immediate redemption of Bonds at their 

principal amount together with any accrued interest. Investors (Bondholders) who have not revoked the purchase 

of Bonds will be subject to new terms of offering. 

If non-material information is changed during public offering, the Issuer must submit to the National Bank of 

Georgia the document reflecting such new information (change) before incorporating such change in the 

Prospectus in accordance with the procedure established by the National Bank. 

(b) Disposal of the Bonds 

The Bonds may be disposed of in accordance with Georgian legislation (including Securities Law) within the 

jurisdiction of Georgia. Disposal of and transfer of title to Bonds shall be valid only if the title change is 

registered in the relevant Registry. As soon as possible after placement of Bonds but no later than one month 

after the Bond placement, the Issuer will submit an application to the Georgian Stock Exchange ("GSE") for the 

Bonds to be admitted to listing on the GSE's official list and to trading on GSE. In case of such admission, the 

Bonds may be traded on the GSE pursuant to the GSE rules and applicable securities laws for securities 

admitted for trading on the GSE. 

3. STATUS 

 The Bonds constitute unsecured obligations of the Issuer and shall at all times rank pari passu and without any 

preference among themselves. At all times the claims against the Issuer under the Bonds and the Agreement 

shall rank at least pari passu in right of payment with the claims of all other unsubordinated creditors of the 

Issuer (subject to Condition 5(a)), save for those claims that are preferred by mandatory provisions of applicable 

law. 

4. APPOINTMENT OF BONDHOLDERS' REPRESENTATIVE 

(a)      By purchasing the Bonds (whether as an initial Bondholder, or as an acquirer (transferee) from an 

initial Bondholder), each Bondholder and/or Nominal Holder appoints the Bondholders' Representative 

to act as its agent in all matters relating to the Bonds and in particular those regulated by Condition 5 
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below and Article 6 of the Agreement, and authorises the Bondholders' Representative to act on its 

behalf (without first having to obtain its consent, unless such consent is specifically required by these 

Terms and Conditions, the Agreement and/or applicable laws) in any legal proceedings relating to the 

Bonds held by such Bondholder and/or such Nominal Holder.   

(b)  Each Bondholder and/or Nominal Holder shall immediately upon request provide the Bondholders' 

Representative with any such documents, including a written power of attorney (in form and substance 

satisfactory to the Bondholders' Representative), that the Bondholders' Representative deems necessary 

for the purpose of exercising its rights and/or carrying out its duties under, and protecting the 

Bondholders’ interest pursuant to these Terms and Conditions and the Agreement. The Bondholders’ 

Representative is under no obligation to represent a Bondholder which does not, or whose Nominal 

Holder does not, comply with such request. 

(c) A Bondholder (or a Nominal Holder on behalf of a Bondholder) may act directly against the Issuer for 

breach of its obligation to pay the principal amount of the Bond under Condition 7(a) and Clause 2.2 of 

the Agreement, and/or breach of its obligation to make any interest payment when due under Condition 

6 and Clause 2.2 of the Agreement, or as provided in Condition 12.   

 

5. COVENANTS 

(a) Negative Pledge: So long as any Bond remains outstanding, the Issuer shall not, and shall not permit 

any of its Material Subsidiaries to, directly or indirectly, create, incur or suffer to exist any Security 

Interests (or other legal limitation), other than Permitted Security Interests, on or over any of its or their 

assets, now owned or hereafter acquired, securing any Indebtedness, unless, at the same time or prior 

thereto, the Issuer's obligations under the Bonds and the Agreement are secured equally and rateably 

with such other Indebtedness or have the benefit of such security or other arrangements, as the case 

may be, as are satisfactory to the  Bondholders' Representative, or are approved by an Extraordinary 

Resolution of the Bondholders. 

(b) Continuance of Business, Maintenance of Authorisations and Legal Validity:  

(i) The Issuer shall, and shall procure that each of its Material Subsidiaries shall, take all 

necessary action to obtain and do or cause to be done all things necessary to ensure the 

continuance of its corporate existence (except as otherwise permitted by Condition 5(c) 

(Mergers)), and its business and the use of all material intellectual property relating to its 

business as well as all consents, licences, approvals and authorisations necessary in that 

regard. 

(ii) The Issuer shall do all that is necessary to maintain in full force and effect all authorisations, 

approvals, licences and consents and take or cause to be taken all measures required by the 

laws and regulations of Georgia to enable it lawfully to perform its obligations under the 

Bonds and the Agreement and ensure the legality, validity, enforceability or admissibility in 

evidence in Georgia of the Bonds and the Agreement. 

(c) Mergers: The Issuer shall not, without the prior written consent of the Bondholders' Representative, 

(x) enter into any reorganisation (whether by way of a merger, division, or transformation to another 

legal form) or undergo any other type of corporate reconstruction or (y) in a single transaction or a 

series of related transactions, directly or indirectly, consolidate or merge, or sell, convey, transfer, lease 

or otherwise dispose of, all or substantially all of the Issuer's properties or assets (determined on a 

consolidated basis), unless, in any case:  



 

 

 

(i) immediately after the transaction referred to in (x) or (y) above: 

(A) the resulting or surviving person or the transferee (the "Successor Entity") shall be 

the Issuer or, if not the Issuer, the Successor Entity shall expressly assume  in form 

and substance satisfactory to the Bondholders' Representative, executed and 

delivered to the Bondholders' Representative, all the rights and obligations of the 

Issuer under the Bonds and the Agreement; and 

(B) the Successor Entity (if not the Issuer) shall retain or succeed to all of the rights and 

obligations of the Issuer under all of its material governmental permits, licences, 

consents and authorisations and shall be in compliance with all material regulatory 

requirements in each of the jurisdictions in which it operates; 

(ii) no Event of Default or Potential Event of Default shall have occurred and be continuing or 

result therefrom. 

(iii) the relevant transaction referred to in (x) or (y) above does not result in a material adverse 

effect. 

(d) Disposals: Except as otherwise permitted by these Conditions and without prejudice to the provisions 

of Condition 5(c) (Mergers) and Condition 5(e) (Transactions with Affiliates), the Issuer shall not, and 

shall ensure that none of its Material Subsidiaries will, sell, convey, transfer, lease or otherwise dispose 

of, to a Person other than the Issuer or a Subsidiary of the Issuer, as the case may be, by one or more 

transactions or series of transactions (whether related or not), the whole or any part of its revenues or 

assets, unless (i) each such transaction is on arm's-length terms for Fair Market Value; and (ii) with 

respect to any such transaction providing for a disposal of  assets constituting more than 10 per cent. of 

the total consolidated assets of the Issuer determined by reference to the consolidated balance sheet of 

the Group prepared in accordance with IFRS as at the end of the most recent IFRS Fiscal Period, the 

Issuer shall, prior to the disposal, provide the Bondholders' Representative with a written opinion from 

an Independent Appraiser to the effect that the transaction is at Fair Market Value. 

This Condition 5(d) shall not apply to (i) any transaction between the Issuer and any of its wholly-

owned Subsidiaries, (ii) any sale, lease, transfer or other disposal of any assets or property (including 

cash and securities) constituting a Permitted Security Interest; (iii) the leasing, sale and disposal of 

assets from its inventory in the ordinary course of conducting its business and operations,  or (iv) any 

present or future assets or revenues or any part thereof that are the subject of any securitisation or any 

receivables, asset-backed financing or similar financing structure and whereby all payment obligations 

are to be discharged solely from such assets or revenues, provided that the value of such assets or 

revenues, which are the subject of the relevant financing structure when aggregated with the value of all 

assets or revenues subject to a Security Interest permitted under paragraph (g) of the definition of 

"Permitted Security Interests", does not, at any time, exceed 80 per cent. of the Issuer's assets, 

determined by reference to the consolidated balance sheet of the Group prepared in accordance with 

IFRS as at the end of the most recent IFRS Fiscal Period. 

(e) Transactions with Affiliates: 

(i) The Issuer shall not, and shall ensure that none of its Material Subsidiaries will, directly or 

indirectly, conduct any business, enter into or permit to exist any transaction (including the 

purchase, sale, transfer, assignment, lease, conveyance or exchange of any property or the 

rendering of any service) with, or for the benefit of, any Affiliate (an "Affiliate Transaction"), 

including inter-company loans, unless the terms of such Affiliate Transaction are (taking into 

account the standing of the relevant Affiliate) no less favourable to the Issuer or such Material 

Subsidiary, as the case may be, than those that could be obtained in a comparable arm's-length 
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transaction for Fair Market Value with a Person that is not an Affiliate of the Issuer or any of 

its Material Subsidiaries. 

(ii) With respect to an Affiliate Transaction or a series of related Affiliate Transactions involving 

aggregate payments or value in excess of 5 per cent. of the total consolidated assets of the 

Group determined by reference to the consolidated balance sheet of the Group prepared in 

accordance with IFRS as at the end of the most recent IFRS Fiscal Period, the Issuer shall, 

prior to the relevant Affiliate Transaction, deliver to the Bondholders' Representative a written 

opinion from an Independent Appraiser to the effect that such Affiliate Transaction (or series 

of Affiliate Transactions) is at Fair Market Value and is fair from a financial point of view to 

the Issuer or the relevant Material Subsidiary, as the case may be. 

(iii) The following items shall not be deemed to be Affiliate Transactions and therefore shall not be 

subject to the provisions of (i) and (ii) above: 

(A) any employment agreement entered into by a member of the Group in the ordinary 

course of business and consistent with the past practice of such member of the 

Group;  

(B) transactions between or among the Issuer and its wholly-owned Subsidiaries; 

(C) payment of reasonable directors fees to Persons who are not otherwise Affiliates of 

the Issuer; 

(D) Any loans or other form of financing from any direct or indirect shareholder(s) of the 

Issuer made available on the arm’s length basis for the purpose of financing 

operations; and 

(E) Any insurance contracts with Affiliates made available on the arm’s length basis for 

the purpose of insuring the operations/assets of the Issuer.  

(f) Payment of Taxes and Other Claims: The Issuer shall, and shall ensure that its Material Subsidiaries 

will, pay or cause to be paid, before the same shall become overdue all Tax levied or imposed upon, or 

upon the income, profits or property of, the Issuer and/or its Material Subsidiaries, provided that for the 

purposes of this Prospectus neither the Issuer nor any Material Subsidiary shall be required to pay or 

cause to be paid any such Tax or similar claims (a) the amount, applicability or validity of which is 

being contested in good faith by appropriate proceedings and for which adequate reserves in 

accordance with IFRS or other appropriate provision has been made or (b) the amount of which, 

together with all such other unpaid Tax or similar claims, does not in the aggregate exceed US 

$500,000 (or equivalent).   

(g) Restricted Payments: The Issuer shall not, and shall procure and ensure that each of its Subsidiaries 

will not, (a) declare or pay any dividend in cash or otherwise or make any other distribution (whether 

by way of redemption, acquisition or otherwise) in respect of its share capital, other than dividends or 

distributions payable to the Issuer or any of its Subsidiaries (and, if a Subsidiary is not a wholly-owned 

Subsidiary of the Issuer, to the other holders of its share capital on a pro rata basis); or (b) directly or 

indirectly voluntarily purchase, redeem or otherwise retire for value any shares or share capital of the 

Issuer or, prior to scheduled maturity or scheduled repayment, subordinated debt (except for the 

repayment of inter-company debt owed by any Subsidiary of the Issuer to the Issuer or to any other 

Subsidiary of the Issuer from time to time) (any such action in (a) or (b) being, a "Restricted 

Payment"), if: 



 

 

 

(i) at the time of such payment an Event of Default or Potential Event of Default has occurred 

and is continuing or would result therefrom;  

(ii) such Restricted Payment, when aggregated with all other Restricted Payments previously 

made since 31 December 2017, exceeds the sum of: 

(a) 50 per cent. of the Issuer's consolidated net profit (calculated in accordance with 

IFRS) aggregated on a cumulative basis during the period beginning on 31 December 

2017 and ending on the last day of the immediately preceding fiscal year or semi-

annual financial period; and 

(b) 100 per cent. of the aggregate net cash proceeds received by the Issuer subsequent to 

31 December 2017 from the issuance or sale of its share capital and the conversion or 

exchange subsequent to 31 December 2017 of any Indebtedness of the Issuer into or 

for share capital of the Issuer; or 

(h) Indebtedness: The Issuer shall not be permitted to create, incur, assume or otherwise become liable in 

respect of any Indebtedness, other than:  

(i) any Indebtedness, provided that 

total Indebtedness of the Group excluding unsecured contingent liabilities arising in the ordinary course 

of business does not at any time exceed 80% (eighty per cent) of the total consolidated assets 

of the Group, determined by reference to the consolidated balance sheet of the Group prepared 

in accordance with IFRS as at the end of the most recent IFRS Fiscal Period; and 

(ii) Permitted incurrence of indebtedness: part (i) does not apply to following indebtedness: 

(A) Inter-company indebtedness: between issuer and any subsidiary and between any 

subsidiary and another subsidiary 

  

(i) Financial Information:  

(i) The Issuer hereby undertakes that it will deliver to the Bondholders' Representative, and also 

publish on the Issuer's web-site, within 120 days after the end of each of its financial years, 

copies of the Issuer's audited consolidated financial statements for such financial year, 

prepared in accordance with IFRS consistently applied for the reporting period and together 

with the report of the Auditors thereon.  

(ii) The Issuer hereby undertakes that it will deliver to the Bondholders' Representative, and also 

publish on the Issuer's web-site, within 60 days after the end of the second quarter of each of 

its financial years, copies of the Issuer's unaudited consolidated financial statements for six 

months, prepared in accordance with IFRS consistently applied for the reporting period. 

(iii) If the Bondholders' Representative, acting reasonably, has cause to believe that an Event of 

Default or Potential Event of Default has occurred, then the Bondholders' Representative may 

request, and the Issuer shall provide to the Bondholders' Representative without delay, 

information that is directly relevant to the purported Event of Default or Potential Event of 

Default. Such information regarding an Event of Default or Potential Event of Default may 

also be requested by a written request of Bondholders (whether directly or through Nominal 

Holders) owning more than 25% of the outstanding Bonds, and in such event the Issuer shall 

provide the requested information without delay to the Bondholders' Representative and the 

Bondholders and Nominal Holders who have submitted the above written request. Such a 

request in writing may be contained in one document or several documents in the same form, 

each signed by or on behalf of one or more Bondholders and/or Nominal Holders. Such a 

request may also be adopted as an ordinary resolution at a Meeting of Bondholders.  
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(j) Maintenance of Insurance: The Issuer shall, and shall procure that its Material Subsidiaries will, keep 

those of their properties which are of an insurable nature insured with insurers, believed by the Issuer 

or such Material Subsidiary to be of good standing, against loss or damage to the extent that property of 

similar character is usually so insured by companies in Georgia similarly situated and owning like 

properties. 

(k) Compliance with Applicable Laws: The Issuer will at all times comply, and shall procure that each of 

its Material Subsidiaries complies at all times, in all material respects with all provisions of applicable 

laws, including directives of governmental authorities and regulations. 

(l) Change of Business: The Issuer shall procure that no material change is made to the general nature of 

the business of the Group, taken as a whole, from that carried on at the Issue Date.  

 

6. INTEREST 

Each Bond bears interest from and including the Issue Date at the annual rate within the range indicated in – 

“Overview of the Offering” (see, pg.1). The final interest rate will be determined pursuant to Condition 2(a) 

(“Bond Offering Process”) and will be reflected in the final Prospectus. The interest is payable semi-annually in 

arrears on 22nd of December  and 22
nd

 of June  each year (each an "Interest Payment Date"), commencing on 

the 22
nd

 of December, 2018 . Each Bond will bear interest until the due date for redemption unless  payment of 

principal is improperly withheld or refused. In such event it shall continue to bear interest at such rate until the 

day on which all sums due in respect of such Bond up to that day are received by or on behalf of the relevant 

Bondholder. 

If interest is required to be calculated for a period of less than one year/a complete Interest Period (as defined 

below), the relevant day–count fraction will be determined on the basis of a 365-day year. 

The period beginning on and including the Issue Date and ending on but excluding the first Interest Payment 

Date and each successive period beginning on and including an Interest Payment Date and ending on but 

excluding the next succeeding Interest Payment Date is called an "Interest Period". 

 

7. REDEMPTION AND PURCHASE 

(a) Redemption: The Issuer may redeem the Bond(s) prior to their maturity for cancellation by offering to 

the Bondholder(s) payment of the outstanding principal amount together with accrued and unpaid 

interest to the date of redemption. Unless previously redeemed, or purchased and cancelled, the Bonds 

will be redeemed at their principal amount on 22
nd

 of June, 2021 ]. The Bonds may not be redeemed at 

the option of the Issuer other than as described in the Prospectus (including this Condition). 

(b) Redemption for Taxation: The Bonds may be redeemed at the option of the Issuer in whole, but not in 

part, at any time, on giving not less than 30 nor more than 60 days' notice to the Bondholders and 

Nominal Holders who are registered at the Register (which notice shall be irrevocable), at their 

principal amount, (together with interest accrued to the date fixed for redemption), if (i) the Issuer 

satisfies the Bondholders' Representative immediately prior to the giving of such notice that it has or 

will become obliged to pay additional amounts of Tax related to the Bonds as a result of any change in, 

or amendment to, the laws or regulations of Georgia, or any change in the application or official 

interpretation of such laws or regulations, which change or amendment becomes effective on or after 

the Issue Date, and (ii) such obligation cannot be avoided by the Issuer taking reasonable measures 

available to it.  



 

 

 

(c) Purchase: The Issuer and its Subsidiaries may at any time purchase Bonds in the open market or 

otherwise at any price. The Bonds so purchased, while held by or on behalf of the Issuer or any such 

Subsidiary, shall not entitle the holder to vote at any meetings of the Bondholders and shall not be 

deemed to be outstanding for the purposes of calculating quorums at meetings of the Bondholders or 

for the purposes of Condition 11(a). 

 

8. PAYMENTS  

(a) Method of Payment: 

(i) Principal and interest on each Bond shall be paid to the Bondholders and Nominal Holders as 

recorded in the Register at the close of business (06.00 PM) 3 Business Days before the due 

date for payment thereof (the "Record Date"). Payments shall be made by bank transfer in 

United States dollars to the bank account for such Bondholders and Nominal Holders as 

recorded in the Register on the Record Date. The Bondholders and Nominal Holders recorded 

in the Register shall procure that the Registrar has updated, complete and correct information 

regarding their respective bank account details where any payments pertaining to the Bonds 

shall be made. None of the Issuer, the Registrar nor the Calculation and Paying Agent shall be 

responsible for non-payment of any amount due if the Bondholder or Nominal Holder (as the 

case may be) has failed to provide its bank account details to the Registrar, or to update its 

bank account details as of the Record Date, as requested by the Issuer or the Registrar for its 

receipt of payments. 

(ii) If the bank account of a Bondholder or Nominal Holder referred to in the previous paragraph 

is at any bank other than the Calculation and Paying Agent, then any bank transaction fees 

assessed on the payment (transfer) may be deducted from the payment. If the bank account of 

the Bondholder or Nominal Holder referred to in the previous paragraph is in any currency 

other than United States dollars, then the payment may be made to the Bondholder or Nominal 

Holder (as the case may be) net of currency conversion fees. 

(iii) Without prejudice to the Bondholders' rights under these Terms and Conditions to receive full 

payments of interest and principal when due, if the amount of interest or principal being paid 

on any due date is less than the amount then due, then the Issuer shall pay or cause to be paid 

to all Bondholders their respective pro rata shares of the funds available for payment on such 

date.  

(iv) At the request of the Issuer and/or the Registrar trade in Bonds on the secondary market may 

be prohibited or restricted for the period starting from the Record Date and ending on the date 

when the relevant payment becomes due and payable.  

(b) Appointment of Agents: The Calculation and Paying Agent, Placement Agent and the Registrar and 

their respective specified offices are listed in  “Overview of the Offering” as well as at the end of the 

Prospectus. The Calculation and Paying Agent, the Placement Agent, and the Registrar act solely as 

agents of the Issuer and for the purposes of this Prospectus and offering do not assume any obligation 

or relationship of agency or trust for or with any Bondholder or Nominal Holder. The Issuer reserves 

the right at any time with the approval of the Bondholders' Representative to vary or terminate the 

appointment of Calculation and Paying Agent, Placement Agent or the Registrar and to appoint 

additional or other Calculation and Paying Agent, Placement Agent or the Registrar, provided that the 

Issuer shall at all times maintain (i) a Calculation and Paying Agent, and (ii) a Registrar, in each case, 

as approved by the Bondholders' Representative.  
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Notice of any such change or any change of any specified office shall promptly be given to the 

Bondholders by announcement on the Issuer's web-site. 

(c) Calculation and Payment: any payment to be made in relation to Bonds (including interest) shall be 

calculated and paid in accordance with the terms of this Prospectus and Georgian law by the 

Calculation and Paying Agent. Furthermore, the amount(s) due as calculated by the Calculation and 

Paying Agent, except for manifest error, shall be binding on the Issuer. The Calculation and Paying 

Agent shall calculate the amounts at least 3 Business Days before the relevant payment date and notify 

the Issuer. At least 1 Business Day before the relevant payment date, the Issuer must place relevant 

funds in United States dollars on its bank account maintained with the Calculation and Paying Agent 

and instruct the latter to transfer such funds. If there are sufficient funds on the Issuer's account, the 

Calculation and Paying Agent is entitled, but not obliged, to transfer payments due on Bonds without 

relevant instructions from the Issuer and in case the funds on the Issuer's account are not sufficient - 

notify the Issuer and Bondholders' Representative accordingly. 

(d) Payments subject to Fiscal Laws: All payments are subject in all cases to any applicable fiscal or 

other laws, regulations and directives of Georgia.   

(e) Delay in Payment / Non-Business Days: Bondholders will not be entitled to any interest, penalty or 

other payment for any delay after the due date in receiving the amount due on a Bond if the due date is 

not a Business Day. The due payment will be made on the following Business Day.  

 

9. TAXATION 

All payments of principal and interest by or on behalf of the Issuer in respect of the Bonds shall be made after 

deduction of any applicable Georgian withholding tax.  

 

10. EVENTS OF DEFAULT 

If any of the following events ("Events of Default") occurs and is continuing the Bondholders' Representative at 

its discretion may, and if so directed by an Extraordinary Resolution shall (provided that the Bondholders' 

Representative shall have been indemnified to its satisfaction), give written notice to the Issuer that the Bonds 

are, and they shall immediately become due and payable at 100 per cent of their principal amount together (if 

applicable) with accrued interest: 

(a) Non-Payment: the Issuer fails to pay the principal of, any interest or any other sum due on any of the 

Bonds or due pursuant to the Agreement when due and such failure to pay is not remedied within five 

days of the due date for payment; or 

(b) Breach of Other Obligations: the Issuer does not perform or comply with any one or more of its other 

obligations (other than those in Condition 10(a)) in the Prospectus or the Agreement which default is, 

in the opinion of the Bondholders' Representative (i) incapable of remedy and is material or repeated; 

or, (ii) is capable of remedy and it is not remedied within 30 days after notice of such default shall have 

been given to the Issuer by the Bondholders' Representative; or 

(c) Cross-Default: (i) any other present or future Indebtedness of the Issuer or any Material Subsidiary for 

or in respect of moneys borrowed or raised becomes (or becomes capable of being declared) due and 

payable prior to its stated maturity by reason of any event of default (howsoever described), or (ii) any 

such Indebtedness is not paid when due or, as the case may be, within any originally applicable grace 

period, or (iii) the Issuer or any Material Subsidiary fails to pay when due any amount payable by it 

under any other present or future Indebtedness provided that the aggregate amount of the relevant 



 

 

 

Indebtedness in respect of which one or more of the events mentioned above in this Condition 10(c) 

have occurred equals or exceeds US$ 500,000 or its equivalent in any other currency (as reasonably 

determined by the Bondholders' Representative); or 

(d) Insolvency:  

(i) the occurrence of any of the following events: (i) the Issuer or any Material Subsidiary 

initiating  liquidation or insolvency proceedings; or (ii) the filing of a claim by any Person in 

respect of the Issuer or any Material Subsidiary to initiate insolvency proceedings, where such 

claim is not dismissed within 60 days from the date of filing; or (iii) entry into negotiations 

between the Issuer and its creditors for an out of court settlement of all or substantially all of 

the Issuer's debts; or (iv) commencement of liquidation proceedings in respect of the Issuer or 

any Material Subsidiary based on a decision of a court in a criminal case; 

(ii) the Issuer or any Material Subsidiary fails or is unable to pay its debts generally as they 

become due; or 

(iii) the shareholders of the Issuer approve any plan for the liquidation or dissolution of the Issuer; 

or 

(e) Unsatisfied Judgments, Governmental or Court Actions: the aggregate amount of unsatisfied 

judgments, decrees or orders of courts or other appropriate law enforcement bodies for the payment of 

money against the Issuer or any Material Subsidiary exceeds US$ 500,000 or the equivalent thereof in 

any other currency or currencies, or any such unsatisfied judgment, decree or order results in (a) the 

management of the Issuer or any Material Subsidiary being wholly or partially displaced or the 

authority of the Issuer or any Material Subsidiary in the conduct of its business being wholly or 

partially curtailed, (b) all or a majority of the share capital of the Issuer or any Material Subsidiary or 

the whole or any part (the book value of which is 20 per cent. or more of the book value of the whole) 

of its revenues or assets being seized, nationalised, expropriated or compulsorily acquired; or  

(f) Execution: any execution is levied against, or an encumbrancer takes possession of or sells, the whole 

or any material part of, the property,  revenues or assets of the Issuer or any Material Subsidiary; or 

(g) Authorisation and Consents: any action, condition or thing (including the obtaining or effecting of 

any necessary consent, decree, approval, authorisation, exemption, filing, licence, order, recording, 

registration or other authority) at any time required to be taken, fulfilled or done in order (i) to enable 

the Issuer lawfully to enter into, exercise its material rights and perform and comply with its payment 

obligations under the Bonds and the Agreement, its obligations under Condition 5 (Covenants) and its 

other material obligations under the Bonds  and the Agreement, (ii) to ensure that those obligations are 

legally binding and enforceable and (iii) to make the Bonds Prospectus, and the Agreement admissible 

in evidence in the courts of Georgia is not taken, fulfilled or done; or 

(h) Validity and Illegality: the validity of the Bonds, Prospectus or the Agreement is contested by the 

Issuer or the Issuer denies any of its obligations under the Bonds, Prospectus or the Agreement or it is, 

or will become, unlawful for the Issuer to perform or comply with any one or more of its obligations 

under any of the Bonds, Prospectus or the Agreement or any of such obligations becomes 

unenforceable or ceases to be legal, valid and binding. 

The Issuer has undertaken in the Agreement that it will promptly upon becoming aware of the same inform the 

Bondholders' Representative of the occurrence of any Event of Default or event or circumstance that would, 

with the giving of notice, lapse of time and/or issue of a certificate, become an Event of Default (a "Potential 

Event of Default").  
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The Issuer has also undertaken in the Agreement that it shall within 14 days after the issuance of its annual 

audited financial statements, within 14 days after each Interest Payment Date and also within 14 days of any 

request by the Bondholders' Representative, send to the Bondholders' Representative a certificate of the Issuer 

signed by its director (CEO) and its chief financial officer certifying that, having made all reasonable enquiries, 

to the best of the knowledge, information and belief of the Issuer as of the date of signing the certificate (the 

"Certification Date") no Event of Default or Potential Event of Default had occurred since the Certification 

Date of the last such certificate or (if none) the date of the Agreement or, if such an event had occurred, giving 

details of it. 

 

11. MEETINGS OF BONDHOLDERS, MODIFICATION AND WAIVER  

(a) Meetings of Bondholders: The Agreement contains provisions for convening meetings of Bondholders 

to consider matters affecting their interests, including the sanctioning by the resolution passed at a 

meeting duly convened and held in accordance with this Prospectus and the Agreement by a majority 

of at least 75 per cent. of the votes cast  (“Extraordinary Resolution”) of a modification of any of 

these Conditions or any provisions of the Agreement. Such a meeting may be convened by 

Bondholders (and/or Nominal Holders acting on their behalf) holding not less than 10 per cent. in 

principal amount of the Bonds for the time being outstanding. The quorum for any meeting convened 

to consider an Extraordinary Resolution will be two or more persons holding or representing more than 

half of the aggregate principal amount of the Bonds for the time being outstanding, or at any Adjourned 

Meeting two or more persons being or representing more than 25% of the aggregate principal amount 

of the Bonds for the time being outstanding, or at any subsequent Adjourned Meeting, two or more 

persons being or representing Bondholders whatever the principal amount of the Bonds held or 

represented, unless the business of such meeting includes, inter alia, consideration of the following 

proposals: (i) to change any date fixed for payment of principal or interest in respect of the Bonds;  (ii) 

to alter the method of calculating the amount of any payment in respect of the Bonds; (iii) to change the 

amount of principal and interest payable in respect of the Bonds; (iv) to sanction the exchange or 

substitution for the Bonds of, or the conversion of the Bonds into, shares, bonds or other obligations or 

securities of the Issuer or any other entity; (v) to change the currency of payments under the Bonds 

(other than such change as may be required by applicable law); (vi) to change the quorum requirements 

relating to Bondholders' meetings or the majority required to pass an Extraordinary Resolution; (vii) to 

alter the governing law of the Agreement; or, (viii) without prejudice to the rights under Condition 

12(b) (Modification and Waiver) below, change the definition of "Events of Default" under these 

Conditions, in which case the necessary quorum will be two or more persons holding or representing 

not less than two-thirds, or at any Adjourned Meeting not less than one-third, in principal amount of the 

Bonds for the time being outstanding. Any Extraordinary Resolution duly passed shall be binding on 

Bondholders (whether or not they were present at the meeting at which such resolution was passed). 

A resolution in writing signed by or on behalf of the Bondholders who for the time being hold 75% or 

more of the outstanding Bonds will take effect as if it were an Extraordinary Resolution. Such a 

resolution in writing may be contained in one document or several documents in the same form, each 

signed by or on behalf of one or more Bondholders. 

(b) Modification of the Agreement and Waiver: The Bondholders' Representative may agree with the 

Issuer, without the consent of the Bondholders, to (i) any modification of any of these Conditions or 

any of the provisions of the Agreement, that is of a formal, minor or technical nature or is made to 

correct a manifest error, and (ii) any other modification (except as mentioned in the Prospectus and the 

Agreement or not being capable of modification under the applicable laws), and any waiver or 

authorisation of any breach or proposed breach, of any of these Conditions or any of the provisions of 

the these Conditions that is in the opinion of the Bondholders' Representative not materially prejudicial 

to the interests of the Bondholders. Any such modification, authorisation or waiver shall be binding on 



 

 

 

the Bondholders and, if the Bondholders' Representative so requires, such modification shall be 

notified to the Bondholders as soon as practicable pursuant to Condition 14. 

(c) Entitlement of the Bondholders' Representative: In connection with the exercise of its functions the 

Bondholders' Representative shall have regard to the interests of the Bondholders as a class and shall 

not have regard to the consequences of such exercise for individual Bondholders and the Bondholders' 

Representative shall not be entitled to require, nor shall any Bondholder or Nominal Holder be entitled 

to claim, from the Issuer any indemnification or payment in respect of any tax consequence of any such 

exercise upon individual Bondholders. 

 

12. ENFORCEMENT 

At any time after the Bonds become due and payable, the Bondholders' Representative may, at its discretion and 

without further notice, institute such proceedings against the Issuer as it may think fit to enforce the terms of the  

Agreement and the Bonds, but it need not take any such proceedings unless (a) it shall have been so directed by 

an Extraordinary Resolution or so requested in writing by Bondholders and/or Nominal Holders holding at least 

one-quarter in principal amount of the Bonds outstanding, and (b) it shall have been indemnified and/or pre-

funded and/or secured to its satisfaction. No Bondholder or Nominal Holder may proceed directly against the 

Issuer unless the Bondholders' Representative, having become bound so to proceed, fails to do so within a 

reasonable time and such failure is continuing. For the avoidance of any doubt, any Bondholder and/or Nominal 

Holder may institute proceedings at the court (whether individually, or together with other Bondholders and/or 

Nominal Holders), if (i) at least 3 (three) months have passed since the date when payments on the Bonds 

became due and payable, (ii) the amount payable has not been paid by the Issuer in full, and (iii) no action has 

been taken by the Bondholders’ Representative for any reason whatsoever. 

 

13. INDEMNIFICATION OF THE BONDHOLDERS' REPRESENTATIVE 

The Agreement contains provisions for the indemnification of the Bondholders' Representative and for its relief 

from responsibility.  

The Bondholders' Representative may rely without liability to Bondholders or Nominal Holders on a report, 

confirmation or certificate or any advice of any accountants, financial advisers, financial institution or any other 

expert, whether or not addressed to it and whether their liability in relation thereto is limited (by its terms or by 

any engagement letter relating thereto entered into by the Bondholders' Representative or in any other manner) 

by reference to a monetary cap, methodology or otherwise.  

 

14. NOTICES 

Notices to the Bondholders from the Bondholders' Representative shall be made by publication in a widely-

circulated Georgian newspaper (such newspaper to be chosen at the sole discretion of the Bondholder’s 

Representative) and sent to the Issuer and the Registrar. Notices to the Bondholders by the Issuer shall be made 

by publication in a widely-circulated newspaper approved by the Bondholders’ Representative and/or on the 

Issuer's web-site, and sent to the Bondholders' Representative and the Registrar. The Issuer and/or the 

Bondholders' Representative may, if they consider it justified in the exercise of their sole discretion, mail notices 

to all Bondholders and Nominal Holders at their respective addresses in the Register, except that notice of any 

Adjourned Meeting shall be mailed in such manner to all Bondholders and/or Nominal Holders.  In case of a 

published notice (including without limitation on the Issuer’s web-site), any such notice shall be deemed to have 
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been given on the date of publication or, if published more than once, on the first date on which publication is 

made. 

 

15. DEFINITIONS 

Unless the context shall require otherwise, the expressions used in these Conditions shall have the following 

meanings:  

"Adjourned Meeting" means a meeting of the Bondholders which continues a prior meeting at which a quorum 

was not present for the conduct of business.  

"Affiliate" of any specified Person means (a) any other Person, directly or indirectly, controlling or controlled 

by or under direct or indirect common control with such specified Person or (b) any other Person who is a 

director or officer of such specified Person, of any Subsidiary of such specified Person or of any other Person 

described in (a); 

"Bondholder" means the registered owner ("რეგისტრირებული მესაკუთრე") (as such term is defined  in 

the Securities Law) of a Bond.  

"Business Day" means any day (other than a Saturday or Sunday) on which commercial banks settle payments 

and are open for general business (including in foreign exchange) in Tbilisi; 

"Fair Market Value" of a transaction means the value that would be obtained in an arm's-length commercial 

transaction between an informed and willing seller (under no undue pressure or compulsion to sell) and an 

informed and willing buyer (under no undue pressure or compulsion to buy). A report of the Independent 

Appraiser of the Fair Market Value of a transaction may be relied upon by the Bondholders' Representative 

without further enquiry or evidence; 

"Group" means the Issuer and its Subsidiaries, from time to time, taken as a whole;  

"Control", as used in this definition, means the power to direct the management and the policies of the Issuer, 

whether through the ownership of share capital, by contract or otherwise; 

"IFRS" means International Financial Reporting Standards (formerly International Accounting Standards), 

issued by the International Accounting Standards Board ("IASB") and interpretations issued by the International 

Financial Reporting Interpretations Committee of the IASB (as amended, supplemented or re-issued from time 

to time);  

"IFRS Fiscal Period" means any fiscal period for which the Issuer has produced consolidated financial 

statements in accordance with IFRS, which have either been audited or reviewed by the Auditors;  

"Indebtedness" means, with respect to any Person at any date of determination (without duplication): 

(a) all indebtedness of such Person for borrowed money; 

(b) all obligations of such Person evidenced by bonds, debentures, notes or other similar instruments; 

(c) all obligations of such Person in respect of letters of credit or other similar instruments (including 

reimbursement obligations with respect thereto), excluding any letters of credit, guarantees, or other 

similar instruments issued in the ordinary course of its business; 

(d) all obligations of such Person to pay the deferred and unpaid purchase price of property, assets or 

services; 



 

 

 

(e) all indebtedness of other Persons secured by Security Interests granted by such Person on any asset (the 

value of which, for these purposes, shall be determined by reference to the balance sheet value of such 

asset in respect of the latest annual financial statements (calculated in accordance with IFRS) of the 

Person granting the Security Interest) of such Person, whether or not such indebtedness is assumed by 

such Person; 

(f) all indebtedness of other Persons guaranteed or indemnified by such Person, to the extent such 

indebtedness is guaranteed or indemnified by such Person; 

(g) any amount raised pursuant to any issue of securities which is expressed to be redeemable; 

(h) net obligations under any currency or interest rate hedging agreements; and 

(i) any amount raised under any other transaction (including, without limitation, any forward sale or 

purchase agreement) having the economic or commercial effect of a borrowing, 

and the amount of indebtedness of any Person at any date shall be the outstanding balance at such date of all 

unconditional obligations, as described above, and with respect to contingent obligations, as described above, 

the maximum liability which would arise upon the occurrence of the contingency giving rise to the obligation; 

"Independent Appraiser" means an  audit firm or third party expert in the matter to be determined selected by 

the Issuer and approved by the Bondholders' Representative, provided that such firm or third party appraiser is 

not an Affiliate of the Issuer; 

"Issue Date" means the date when the Bonds are issued, as indicated in “Overview of the Offering”; 

“"Material Subsidiary" means any Subsidiary of the Issuer: 

(j) which, for the most recent IFRS Fiscal Period, accounted for more than 5 per cent. of the consolidated 

revenues of the Group or which, as of the end of the most recent IFRS Fiscal Period, was the owner of 

more than 5 per cent. of the total consolidated assets of the Group, determined by reference to the 

consolidated financial statements of the Issuer prepared in accordance with IFRS as at the end of the 

most recent IFRS Fiscal Period; or 

(b) to which are transferred substantially all of the assets and undertakings of a Subsidiary of the Issuer 

which immediately prior to such transfer was a Material Subsidiary (with effect from the date of such 

transaction); 

"Nominal Holder" means the nominal holder of the securities as such term is defined in the Securities Law; 

"Permitted Security Interests" means: 

(b) Security Interests in existence on the Issue Date; 

(c) Security Interests granted by any Subsidiary in favour of the Issuer or any wholly-owned Subsidiary of 

the Issuer; 

(d) Security Interests securing Indebtedness of a Person existing at the time that such Person is merged into 

or consolidated with the Issuer or a Subsidiary of the Issuer or becomes a Subsidiary of the Issuer, 

provided that such Security Interests (i) were not created in contemplation of such merger or 

consolidation or event; and (ii) do not extend to any assets or property of the Issuer or any Subsidiary 

of the Issuer (other than those of the Person acquired and its Subsidiaries (if any)); 

(e) Security Interests already existing on assets or property acquired or to be acquired by the Issuer or a 

Subsidiary of the Issuer, provided that such Security Interests were not created in contemplation of 

such acquisition and do not extend to any other assets or property (other than the proceeds of such 

acquired assets or property); 
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(f) Security Interests granted upon or with regard to any property hereafter acquired by any member of the 

Group to secure the purchase price of such property or to secure Indebtedness incurred solely for the 

purpose of financing the acquisition of such property and transactional expenses related to such 

acquisition, provided that the maximum amount of Indebtedness thereafter secured by such Security 

Interest does not exceed the purchase price of such property, transactional expenses and/or the 

Indebtedness incurred solely for the purpose of financing the acquisition of such property; 

(g) any netting or set-off arrangement entered into by any member of the Group in the ordinary course of 

its business for the purpose of netting debit and credit balances; 

(h) any Security Interest upon, or with respect to, any present or future assets or revenues or any part 

thereof which is created pursuant to any securitisation of receivables, asset-backed financing or similar 

financing structure and whereby all payment obligations secured by such Security Interest or having 

the benefit of such Security Interest, are to be discharged solely from such assets or revenues, provided 

that the aggregate value of assets or revenues subject to such Security Interest when added to the 

aggregate value of assets or revenues which are the subject of any securitisation of receivables, asset-

backed financing or similar financing structure permitted pursuant to Condition 5(d) (Disposals), does 

not, at any such time, exceed 45 per cent. of the Issuer's assets, determined by reference to the 

consolidated balance sheet of the Group prepared in accordance with IFRS as at the end of the most 

recent IFRS Fiscal Period; 

(i) Security Interests upon, or with respect to, any present or future assets or revenues or any part thereof 

which is created pursuant to any Repo transaction; 

(j) Security Interests arising pursuant to any agreement (or other applicable terms and conditions) which is 

standard or customary in the relevant market relating to interest rate and foreign currency hedging 

operations; 

(k) any Security Interests arising by operation of law and in the ordinary course of business including tax 

and other non-consensual Security Interests; and 

(l) any Security Interests not otherwise permitted by the preceding paragraphs (a) to (j), inclusive, 

provided that the aggregate principal amount of the Indebtedness secured by such Security Interests 

does not at any time exceed the greater of US$30,000,000 or 35 per cent. of the total consolidated 

assets of the Group, determined by reference to the consolidated balance sheet of the Group prepared in 

accordance with IFRS as at the end of the most recent IFRS Fiscal Period; 

"Person" means any individual, company, corporation, firm, partnership, joint venture, association, trust, 

institution, organisation, state or any other entity, whether or not having separate legal personality; 

"Repo" means a securities repurchase or resale agreement or reverse repurchase or resale agreement, a securities 

lending or rental agreement or any agreement relating to securities which is similar in effect to any of the 

foregoing and for the purposes; 

"Restricted Payment" has the meaning given to it in Condition 5(g);  

"Securities Law" means the law of Georgia on Securities Market, adopted on 24 December 1998 as amended 

from time to time; 

"Security Interest" means any mortgage, pledge, encumbrance, lien, charge or other security interest 

(including, without limitation, anything analogous to any of the foregoing under the laws of any jurisdiction); 

"Subsidiary" means, in relation to any Person (the "first Person") at a given time, any other Person (the 

"second Person") (a) whose affairs and policies the first Person directly or indirectly controls or (b) as to whom 

the first Person owns directly or indirectly more than 50 per cent. of the capital, voting share or other right of 

ownership;  



 

 

 

"Tax" means any tax, levy, duty, impost or other charge or withholding of a similar nature, no matter where 

arising (including interest and penalties thereon and additions thereto) and no matter how levied or determined. 

 

16. GOVERNING LAW AND JURISDICTION 

(a) Governing Law: The Prospectus and the Bonds and any non-contractual obligations arising out of or 

in connection with them are governed by, and shall be construed in accordance with, Georgian law. 

(b) Jurisdiction: The courts of Georgia shall have exclusive jurisdiction in respect of any disputes which 

may arise out of or in connection with the Prospectus or the Bonds, (including any claim, dispute or 

difference regarding their issuance, existence, termination or validity or any non-contractual 

obligations arising out of or in connection with the Prospectus or the Bonds).   
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TAXATION OF THE BONDS IN GEORGIA 

The following is a general description of certain material Georgian tax considerations relating to the Bonds. It 

does not purport to be a complete analysis of all tax considerations relating to the Bonds. Prospective purchasers of the 

Bonds should consult their own tax advisers as to acquiring, holding and disposing of the Bonds and receiving payments 

of interest, principal and/or other amounts under the Bonds and the consequences of such actions under the tax laws. 

This overview is based upon the law as in effect on the date of this Prospectus and is subject to any change in law that 

may take effect after such date. The information and analysis contained within this section are limited to taxation issues, 

and prospective investors should not apply any information or analysis set out below to other areas, including (but not 

limited to) the legality of transactions involving the Bonds. 

Withholding Tax on Interest  

Pursuant to the Tax Code of Georgia, interest paid to Bondholders (whether they are individuals or legal entities, resident 

or non-resident) will be subject to withholding tax at the source of payment at the rate of 5%. Further, the above-

mentioned interest taxed at source shall not be included by a recipient resident individual in his gross income. As to 

Georgian resident legal entities as well as permanent establishments of non-resident legal entities, they have the right to 

offset the amount of withholding tax paid on the interest. 

Payments of interest on Bonds will be exempt from withholding tax and such payments of interest will not be included in 

the gross taxable income of Bondholders (whether they are individuals or legal entities, resident or non-resident), so long 

as the Bonds are publicly-traded securities admitted to trading on stock exchange listing with a free float exceeding 25% 

as at the end of the reporting year or the previous year ("Free Float Exemption"). However, the practical availability of 

the Free Float Exemption is untested and there is no guarantee that such exemption will not be delayed or will be granted. 

Moreover, even if the Free Float Exemption is granted, it may be challenged by the tax authorities or may be lost if the 

25% free float requirement is no longer met. 

Interest paid to Bondholders that are companies registered in countries having beneficial taxation systems and recognized 

as offshore jurisdictions by the Government of Georgia, will be subject to taxation at the rate of 15%.  

The applicability of Georgian withholding tax on interest may be affected by a double tax treaty between Georgia and the 

country of residency of the non-resident Bondholder. 

Taxation of sale of Bonds - General 

Pursuant to the Tax Code of Georgia, there will be no profit and income tax payable on the gain realized from the sale of 

Bonds if the Free Float Exemption applies. However, the practical availability of the Free Float Exemption is untested 

and there is no guarantee that such exemption will not be delayed or will be granted. Moreover, even if the Free Float 

Exemption is granted, it may be challenged by the tax authorities or may be lost if the 25% free float requirement is no 

longer met. 

If the Free Float Exemption does not apply, the following tax liabilities may arise: 

Taxation of sale of Bonds by Non-Resident Legal Entity Bondholders 

If the Free Float Exemption does not apply, for non-resident legal entities the profit tax of 15% (the tax base being 

calculated after permitted deductions).will be assessed on the difference between the initial purchase and subsequent sale 

price. If such sale triggers a tax exposure, the selling non-resident entity will be under an obligation to properly report 

and pay such profit tax to the Georgian tax authorities, or if the sale is done through a Georgian brokerage company, such 

brokerage company will be responsible for withholding the applicable tax. The applicability of Georgian profit tax may 

be affected by a double tax treaty between Georgia and the country of residency of the selling entity. 

Taxation of sale of Bonds by Non-Resident Individual Bondholders 

If the Free Float Exemption does not apply, for non-resident individuals the income tax of 20% (the tax base being 

calculated after permitted deductions) will be assessed on the difference between the initial purchase and subsequent sale 



 

 

 

price. If such sale triggers a tax exposure, a relevant non-resident individual will be under an obligation to properly report 

and pay such income tax to the Georgian tax authorities, or if the sale is done through a Georgian brokerage company, 

such brokerage company will be responsible for withholding the applicable tax. The applicability of Georgian income tax 

may be affected by a double tax treaty between Georgia and the country of residency of the seller individual. 

Exemptions may be available to certain individual Bondholders if such individuals maintain ownership of Bonds for 

more than two calendar years and not use them in economic activity. 

Taxation of sale of Bonds by Resident Legal Entity Bondholders 

If the Free Float Exemption does not apply, Georgian resident legal entity will be liable to pay 15% profit tax upon the 

disposal of the Bonds. The profit tax base will be calculated as the difference between the acquisition and sale prices.  

Taxation of sale of Bonds by Resident Individual Bondholders 

If the Free Float Exemption does not apply, a Georgian resident individual Bondholder will have to pay income tax at 

20% upon the disposal of the Bonds. The income tax will be assessed on the difference between the initial purchase and 

subsequent sale price. If the sale is done through a Georgian brokerage company, such brokerage company will be 

responsible for withholding the applicable tax.  

Exemptions may be available to certain individual Bondholders if such individuals maintain ownership of Bonds for 

more than two calendar years and not use them in economic activity. 

Tax on Payment of Principal 

The principal amount received by the Bondholders on redemption of the Bonds shall not be treated as their taxable 

income and, therefore, shall not be subject to taxation in Georgia to the extent that the redemption price at maturity does 

not exceed the original issue price. 

Furthermore, if the issued bonds are allowed to be traded in the listing of A or B category of the Georgian Stock 

Exchange, income received from coupon payments and capital gain on realization, will be exempt from taxes for non-

resident legal entities and individuals, and for resident individuals. 

 

Value Added Tax 

Sales (supply) of the Bonds are exempt from Value Added Tax in Georgia.  
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GENERAL INFORMATION 

1. It is expected that listing of the Bonds on the GSE's official list and admission of the Bonds to trading the GSE's 

trading system will be granted on or before [●]period after the Bond placement.  

2. The Company has obtained all necessary consents, approvals and authorisations in Georgia in connection with 

the issue and performance of the Bonds. The issue of the Bonds was authorised by a decision of the Supervisory 

Board of the Issuer dated[●]  

3. There has been no significant change in the financial or trading position of the Company and no material 

adverse change in the prospects of the Company since 31 December, 2017. 

4. In the previous 12 months, there have not been any governmental, legal or arbitration proceedings (including 

any such proceedings which are pending or threatened of which the Company is aware) which may have, or 

have had in the recent past, a significant effect on the Company's financial position or profitability. 

5. Copies of the following documents will be available for inspection during usual business hours on any weekday 

(Saturdays, Sundays and public holidays excepted) for a period of 12 months from the date of publication of this 

Prospectus at the office of the Company: 

(a) a copy of this Prospectus together with any Supplement to this Prospectus or any further Prospectus; 

(b) the Agreement between the Issuer and Bondholders’ Representative; 

the audit report on the historical financial information of the Company set out in the annex to this 

Prospectus. 

6. EY Georgia LLC has consented to the inclusion in the Prospectus of their report in the annex. 
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