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available to the company (which The Company has made every reasonable effort to confirm the accuracy of) the data in
the prospectus is based on facts and no such information is omitted, which could have a significant impact on the veracity
and completeness of the information. However, this prospectus contains all the essential facts known to the company and
did not skip information that would affect the content of the prospectus.
The approval of the prospectus by the National Bank of Georgia concerns the form of the prospectus and it cannot be
considered as a conclusion on the correctness of its content or the value of the investments described here.
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Important information for investors:
Before proceeding to read this document, a potential investor should first read condition discussed below. The condition
refers to the attached prospectus (hereinafter referred to as the "prospectus") and therefore the potential investor should
first read it carefully. By reading and using the prospectus (including for investment purposes), the investor agrees to
comply to the following terms (including changes to them from time to time).
In the event that an investor is provided with a prospectus in the form of an email, he or she agrees that the e-mail (with
the prospectus attached to it) is confidential and provided for the addressee only. Accordingly, the investor agrees not to
send to any other person either will provide the electronic message and / or the electronic version of this prospectus and
will not make it public.

Authority responsible for approving the prospectus:
National Bank of Georgia - Address: Sanapiro Street 2, 0114, Tbilisi, Georgia. Tel: 2 406 406. E-mail: info@nbg.gov.ge.
Website:www.nbg.gov.ge.
Restriction of responsibility:
The approval of the prospectus by the National Bank of Georgia concerns the form of the prospectus and it cannot be
considered as a conclusion on the correctness of its content or the value of the investments described here.
In addition, except in cases that may be explicitly considered relevant by law, no person other than the issuer, including
the placement agent, settlement and paying agent, registrar, other advisers to the company or any person related to them,
or any of their directors, advisors or the agent is not responsible for the content of this prospectus, the veracity or
completeness of the information contained therein; or any statements made by them or on their behalf about the company,
or the issuance and offering of securities specified in this prospectus.
Accordingly, the placement agent and the company advisors assume no legal or otherwise responsibility in connection
with this prospectus or any other statement made by them.
For the purposes of this offer, the placement agent acts exclusively for the issuer, they do not represent any other person
in connection with the offer and do not consider any other person (regardless of whether such person has received this
prospectus) in connection with their offer to their client. Consequently,, they are not obligated to provide any services or
advice to anyone other than the Company or in connection with any of the transactions or transactions specified in this
document.This prospectus is not and will not be used for the purpose of making an offer in any jurisdiction where such
action is not permitted, or to any person for whom such an offer is unlawful. No action shall be taken in any of the
jurisdictions (except Georgia) to obtain permission to offer the bonds specified in this prospectus or to distribute the
prospectus (or other bond-related supply materials).
Investor Confirmation: The prospectus is provided to the investor upon his / her request, provided that he / she confirms
the relevant placement agent to JSC Galt & Taggart; (S / N 211359206), Address: Georgia, Tbilisi 0105, 3 Pushkini Street,
Tel: (995 32) 2444-132 (995 32) 24401-111; E-mail: st@gt.ge (hereinafter referred to as "Placement Agent") and Georgian
Leasing Company Ltd. (hereinafter referred to as the "Company" or "Issuer") that the investor (i) is outside the United States
and is not a US citizen (As defined in the US Securities Act 1933) and (ii) is outside the United Kingdom and the European
Economic Area, and And (iii) is a person to whom this prospectus may be lawfully provided under the laws of the
jurisdiction in which it is situated.
If this Prospectus is provided to the Investor electronically, the Company, the Placement Agent and / or any affiliate
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thereof shall not be responsible for any discrepancies between the Prospectus Versions distributed electronically and in
print and / or against computer program viruses or other harmful elements. Protection that may be caused by a change
in the process of sending documents by electronic documents. By accessing the prospectus, the investor agrees to accept
it electronically.
For the avoidance of doubt, the prospectus published / made public by the company (which is identical to the one
approved by the National Bank of Georgia) is preferred.
There has been no substantial (material) change from the submission of the prospectus until its approval, and if something
like mentioned above changes from the submission until its approval, it will be updated accordingly.
The prospectus is available in hard copy upon contact with the placement agent.
Restriction: If a person has gained access to this document despite the above condtitions and restrictions and without
consideration, he is not entitled to purchase any of the securities specified in this prospectus.
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General Overview of Prospect
Introduction:
Name of the Security
Name of the Issuer, legal form, identification
number and contact information

“Georgian Leasing Company” LLC Bonds
Limited Liability Company “Georgian Leasing Company”, ID
204972155. Address: Petre Melikishvili Avenue N8a/Erekle
Tatishvili st N1, Tbilisi, Georgia. Phone: (032) 2 44 44 02. Email: info@leasing.ge. Website: www.leasing.ge

Name and contact informaion of the Placement
Agent

JSC Galt & Taggart (Identification Code 211359206),
Address: 3 Pushkini Street, Tbilisi 0179, Georgia, Tel: (995 32)
2444-132 (995 32) 24401-111; email: st@gt.ge
National Bank of Georgia - Address. Sanapiro str. N2, Tbilisi
0114, Georgia, Tel: 2 406 406. E-mail: info@nbg.gov.ge.
Website: www.nbg.gov.ge
[●]

Name and contact information of the body
responsible for approving the Prospectus
Prospectus approval Date

Important references:
The general overview is an integral part of this Prospectus;
Any investment decision made by the investor should be based on the entire prospectus and not only on the information
presented in the general overview;
The Issuer may become liable if the information represented in the general overview is misleading or inaccurate or is not
relevant to the main prospect or does not provide the basic information to help the investors to make investment decisions with
regard to the Bonds;
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. In addition, the investor may lose the total amount invested or part thereof.
Preliminary Prospectus and information provided therein may be subject to alteration and addition in case of change of
circumstances, which is reflected in the final Prospectus (e.g. fixing the interest rate, correction of technical deficiencies,
clarification of the issue size, etc.). 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.
Neither the Company nor the Placement Agent make any representation to any potential or actual purchaser 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. Delivery of the related prospectus or related the sale of bonds should in no case be
perceived in such a way as no changes have been made in the activities of the company since the date of approval of the
prospectus
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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.
Warning
Bond Prospectus is not a simple document and it can be difficult for the investors to thoroughly understand and evaluate the
product offered by this Prospectus. 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 benefits and risks involved. For more on this see "Risk
Factors". Each potential investor must determine the suitability of an investment in the Bonds in light of such investor's own
circumstances. The issue under the prospectus is public, in particular, each potential investor should:
(i)

have sufficient knowledge and experience to make a meaningful evaluation of the Bonds, the benefits and risks of
investing in the Bonds as well as the information contained in this prospectus and any relevant amendments for proper
evaluation;

(ii) Have access to relevant analytical tools and knowledge to evaluate the appropriateness of capital investment in the
bonds and the impact of such an investment on its total investment portfolio in the context of its specific financial
circumstances;
(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 and Euro) differ from the currency in which the
investment is attracted or 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;
(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.

This record can not be used as limitation of issuers liability.

The main sources used in the prospectus are:








Audit reprots of Georgian Leasing Company - 2020 and 2019;
Charter of Georgian Leasing Company;
National Statistics Office of Georgia ( www.geostat.ge )
National Bank of Georgia ( www.nbg.ge )
Galt & Taggart Research ( www.gt.ge )
Coronavirus Prevention Portal of the Government of Georgia ( www.stopcov.ge )
Our World In Data ( www.ourworldindata.ge )

The responsible persons state that “When it comes to information provided by a third party use, it indicates the source and

makes a reservation that this information has been processed correctly From this information they are not aware of any
important facts that have been omitted which would have made the information inaccurate and misleading.”
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Information about the Issuer
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 the subsidiary of Bank of Georgia as a result of a merger
between the two banks. In August 2015, as a result of reorganization, JSC BG Financial demerged 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 of 2015 the company acquired 100% share in “Primeleasing” LTD the leasing portfolio of which amounted to GEL 2
million. The portfolio has been transferred to the Georgian Leasing Company’s balance sheet step-by-step. As of the date of
prospectus the portfolio has been transferred fully.
The Company currently (as of 31st of March 2021) has 78 employees. 11 out of this number are employed in “Turbo” offices
in Tbilisi, Rustavi, Batumi and Kutaisi. Its customer base comprises mainly of SMEs and Retail, it also has a few larger
customers. The company's products are differentiated and fit as the needs of corporate as well as retailers.
Group’s vertical structure as of March 31st, 2021 is as follows:
Bank of Georgia PLV (UK)
100%
BGEO Group Limited (UK)
100%
JSC BGEO Group (GE)
79.75%

Fidelity Investments
(USA)
19.90%
6.15%
Bank of Georgia Group PLC (UK)

Georgia Capital (GE)

Other*
73.95%

19.77%
JSC Bank of Georgia (GE)

Other**
0.48%

100%
Georgian Leasing Company LTD (GE)
100%
Prime leasing LTD (GE)

*Other shareholders of Bank of Georgia Group PLC constitute those with less than 5% shareholding.
** Other shares of JSC Bank of Georgia are fully listed on Georgian Stock Exchange, they constitute 0.48% shareholding.
The issuer is “Georgian Leasing Company” LLC. Address: Petre Melikishvili Avenue N8a/Erekle Tatishvili st N1, Tbilisi,
Georgia. Country of registration: Georgia. Regulatory legislation: Georgian legislation.
By May 29th, 2018 the demerger of UK based “BGEO Group” happened. After the demerger the shares of two different entities
are listed on London Stock Exchange – Bank of Georgia Group PLC and Georgia Capital PLC, respectively.
“Bank of Georgia Group” is a holding company registered in the United Kingdom which comprises the following: retail
banking and payment services; corporate investment banking and wealth management operations. The leading universal bank
JSC Bank of Georgia is the primary subsidiary of the company. The group is also represented in Belarus through its banking
subsidiary “BNB”. Share prices (In GBP; price of a single share) of “Bank of Georgia Group” for the past 5 years is presented
below:
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“Georgia Capital” is a platform for buying, building and developing businesses in Georgia. The Group’s primary business
is to develop or buy businesses and grow them into mature businesses that can further develop largely on their own, either
with continued oversight or independently. The Group’s focus is typically on smaller or early stage businesses in sectors
capable of rapid development and consolidation, but it also considers more developed sectors, where a strong market
position can be achieved through an acquisition. Georgia Capital will normally seek to monetise its investment over a 510 year period from initial investment. Georgia Capital currently manages nine private businesses: a water utility business;
a renewable energy business; a housing development business; a hospitality and commercial real estate business; a property
and casualty insurance business; and a beverages business; an education business; an auto service business; and a digital
services business; and two public investments: Georgia Healthcare Group PLC, Bank of Georgia Group PLC (BOG), (19.9%
equity stake). Share prices (in GBP; price of a single share) of “Georgia Capital” for the past 4 years is presented below:
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The company offers various types of financial products that are customized to different segments. The company has
specific products for small and medium sized businesses for small and high income individuals. For example, in 2015, in
partnership with "Caucasus Auto Import", the company has developed an attractive product for second-hand automobile
users. Since September 2017, the company has launched another product – Turbo fro low-income segment – wirth
relatively high percentage in the form of funding.
Brief information about the Georgian leasing sector
The history of the Georgian leasing sector dates back to 2001-2002, when was established the first leasing company and the
first law "Promoting Leasing Activities" was developed. With the refinement of the legal framework, the leasing sector has
been growing steadily if not to mention the 2008-09 crisis and the 2012 economic slowdown uncertainty, which has
negatively affected the leasing sector. As of 2020, the total portfolio of the leasing sector is $ 126.3 million, which is almost 3
times more than in 2007 the total portfolio volume of the year (referring to the two main players in the market – total
portfolio of “TBC Leasing” and "Georgian Leasing Company", source: company data). It should be noted that in 2020 the
Covid-19 pandemic had great impact on the world economy, including the Georgian economy which dealt a significant blow.
Slowing down economic activity caused by the pandemic in parallel, the total volume of the leasing portfolio of the two
major market players annualy decreased by 13% and amounted to 414 million GEL. It should also be noted, that in 2020 with
the pandemic related restrictions, de facto cessation of tourism, reduction of exports and remittances has put significant
pressure on the national currency, the lari, at 31 December 2020 the exchange rate against the dollar was 3.28 (as of December
31, 2019 2.87). As a result, in 2020 the volume of the leasing portfolio in dollars decreased by 24% annually, to 126.3 million
USD. In addition, 2020 ended with losses for the leasing sector, which is largely Linked to the cost of increased reserves due
to possible credit losses caused by the pandemic, in 2020 total loss of “TBC Leasing” and Georgian Leasing Company amounted
to GEL 7.1 million (numbers are based on audited financial statements published on www.reportal.ge ).
Despite the significant growth of the sector (average growth of 24.0% in 2010-20), in relation to GDP, the share of the total
portfolio of the leasing sector is still quite low - only 1% in 2020(1.1% in 2019, 0.9% in 2018, and 0.6% in 2017, Source:
Geostat; Company Data). Should it should be noted that in relation to the GDP of the total leasing portfolio, Georgia is ahead
of the neighboring Turkey (0.4%) and Ukraine (0.5%), however, lag significantly behind Eastern European countries.
Highlights. In particular, according to 2019 data, the share of the leasing portfolio in GDP in Estonia is 4.2%, 3.8% in
Lithuania, 3.4% in Poland, 2.8% and 3.0% in Latvia and Slovakia. (Source: White Clarke Group - Global Leasing Report 2020;
Galt & Taggart) Given the small size of the leasing sector, there is significant potential for sector growth in Georgia.
Shareholders of the company
The 100% owner of the company is JSC Bank of Georgia. JSC Bank of Georgia is public company whose shares are traded
on the Georgian Stock Exchange. The structure of company’s owners is disclosed in the governance report at the following
link: https://www.gse.ge/securities/GEB/files

Issuer Directors
The general director of the company is Eldar Akhvlediani. He has been holding the position of General Director of the
“Georgian Leasing Company” since April 1, 2015. He has 16 years of experience in the banking sector, from which he worked
for more than 11 years in JSC Bank of Georgia in various positions. For the last 8 years he has been leading the largest business
sectors in the field of corporate banking services of JSC Bank of Georgia. His professional career includes the years when the

9

banking sector experienced significant growth which brought him valuable experience in this area. Eldar received his higher
education in Batumi Shota Rustaveli State University, in Banking and Finance.
Giorgi Jgharkava is the Deputy General Director of the company. He has been holding this position since May 15, 2015 in
“Georgian Leasing Company”. He has been employed in the banking sector since 2006, and since 2010 he has headed the
credit, retail and corporate banking departments of JSC Cor Standard Bank. He also has successful experience in consulting
and crisis management. Giorgi Jgharkava received a diploma from the Free University and BP College of Project Management
in 2012, a master's degree in business administration from the Free University in 2014, and a master's degree from the IE
Business School in October 2020.
The financial director of the company is Nestan Mikeladze. He joined the company on July 1, 2019. Nestan has more than
10 years of experience in the financial sector. She worked at Bank of Georgia from 2009 to 2013 as a corporate banker and
covered various important sectors. From 2013 to June 2019, Nestan worked at JSC Galt & Taggart as an Associate Investment
Banker and Senior Associate Investment Banker at the Investment Banking Services Department. She received her bachelor's
degree from the Caucasus School of Business in 2008, where she has been studying since 2004.
Issuer directors and members of the Supervisory Board mainly hold parallel executive positions in Bank of Georgia Group
companies.
It should be noted that in the last 5 years, none of them has been found to be in any kind of financial crime and none of
the companies in which these persons worked for the last 5 years have faced bankruptcy / liquidation. Detailed
information about the management and the members of the supervisory board is given in the subsection: "Governing body
and management".
Issuer auditors and third parties or experts involved in the prospectus
Issuer Financial Auditor: Financial Auditor of the issuer is “EY” Ltd. Identification code: 204441158. Address: Georgia,
st. Tbilisi, Old Tbilisi district, K. Abkhaz Street N44. Email: info@ge.ey.com
The company's real estate and movable assets from 2019 are valued by "Cushman & Wakefield" (Veritas Brown Caucasus
Ltd.). Company address: Vazha Pshavela Ave. 71, 0186, Tbilisi Georgia. Tel: +995 32 2 47 48 49. Website: cushwake.ge
Collier International Georgia has been valuing the company's assets since 2020 through its representative Nikoloz
Kevkhishvili. Company address: Aleksidze N12, building B, floor 12, Tbilisi, Georgia. Tel: +995 577 30 33 26. Website:

https://www.colliers.com/ka-ge
Until 2019, the real estate and movable assets of the company were valued by the Georgian Valuation Company through
its representatives Giorgi Lezhava and Lasha Lezhava. The address of the company is: Marshal Gelovani Ave. 2, 0159,
Tbilisi, Georgia. Tel: +995 32 2 37 44 61. Website: valuation.ge
Individuals and legal entities involved in the implementation of the offer
Placement Agent: JSC Galt & Taggart; (S / N 211359206), Address: Georgia, Tbilisi 0179, Agmashenebeli Ave. N79, Tel:
(995 32) 2444-132 (995 32) 24401-111; Email: st@gt.ge
The company has a contract with placement agent JSC Galt & Taggart. The agreement obliges JSC Galt & Taggart to
provide underwriting of bonds only on a non-guaranteed basis. It is the duty of the placement agent to prepare the
documentation required for the placement of the bonds (including the bond prospectus), to act as the placement agent,
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and to advise the company on the issuance, sale, and placement of the bonds. It is the duty of Galt & Taggart, as the
calculation and payment agent, to calculate and pay the coupon and principal amount.
Issuer, Placement Agent, Calculation and Payment Agent and Registrar are related parties, namely Placement, Calculation
and Payment Agent, Registrar and Issuer have a common final parent company. The members of the governing bodies of
such persons (Governing Board / 15 Board of Directors) may also be members of the Governing Board of other related
persons. Despite the fact that when approving bond issuance transactions, the relevant persons (and members of their
Board of Directors) act in accordance with the requirements of existing legislation (including conflicts of interest) and all
such transactions are made on a commercial basis, conflicts of interest may be an additional risk for investors.
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Key financial indicators
This table presents the audited key financial indicators of the company for 2019 and 2020, unaudited for 3 months of
2021 and in case of Income Statement, unaudited for 3 months of 2020.
Consolidated balance sheet, thousand GEL

31-Mar-2021

31-Dec-2020

31-Dec-2019

31-Dec-2018

Unaudited

Unaudited

Unaudited

Unaudited

Assets
Cash and cash equivalents

40,361

24,441

21,281

6,335

Finance lease receivables

106,950

106,752

130,359

88,081

31,995

37,926

21,468

11,115

Prepayments for assets held for leasing purposes

7,058

3,683

13,820

6,112

Property and equipment

1,580

1,342

1,251

750

Other assets

1,717

2,270

1,369

4,305

189,661

176,414

189,549

116,698

59,584

66,627

83,351

48,734

Loans payable

75,599

63,763

86,170

55,292

Debt securities issued

85,400

82,893

72,539

36,941

928

1,058

736

-

3,885

2,759

3,556

2,606

Assets held for leasing purposes

Total assets
Including total non-current assets

Liabilities

Lease liability
Advances from customers
Other liabilities
Total liabilities

Including total long-term liabilities

3,232

5,426

2,051

1,215

169,043

155,899

165,052

96,053

61,687

49,934

54,916

58,447

Equity
3,180

3,180

3,180

3,180

15,374

15,347

15,188

15,030

Retained earnings / (Accumulated loss)

2,661

2,584

6,581

2,714

Other reserve

(596)

(596)

(452)

(279)

Charter Capital
Additional paid-in capital

Total equity
Total liabilities and equity

Income Statement, thousand GEL
Interest income
Finance income from leases
Cash and cash equivalents
Interest expense
Interest expense on liabilities held with the right to use
Loans payable
Debt securities issued

20,515

24,497

20,645

176,414

189,549

116,698

3M21
Unaudited

3M20
Unaudited

2020
Unaudited

2019
Unaudited

6,248
298

8,022
33

33,188
1,122

27,439
283

(18)
(1,839)
(1,620)

(13)
(1,674)
(1,428)

(54)
(7,932)
(6,067)

(63)
(6,143)
(3,995)

Net interest income

3,069

4,940

20,258

17,520

Net interest margin

46.9%

61.3%

59.0%

63.2%

390
-

(1,860)
-

(6,959)
31

(1,595)
(91)

Expected credit losses for interest bearing assets
Expected credit losses for other assets

12

20,618
189,661

Net interest income after expected credit losses for assets

3,459

3,080

13,330

15,834

Net interest margin after expected credit losses for assets

52.8%

38.2%

38.9%

57.1%

1,044

623

3,379

2,059

156

296

1,257

1,075

Net loss from foreign currency translation
Operating income

(1,038)
3,620

(3,368)
632

(4,265)

(532)

13,701

18,436

Other general and administrative expenses
Salaries and other employee benefits
Write-off of assets held for leasing purposes
Total operating expenses

(2,585)
(731)
(210)
(3,526)

(3,378)
(820)
103
(4,096)

(11,816)
(2,617)
(3,257)
(17,690)

(11,054)
(2,610)
(883)
(14,547)

Other operating income
Income from penalties on finance lease receivables
Other operating income

Income before income tax expense

EBIT margin

Income tax expense
Net(loss)/income for the year

Net income margin

95

(3,463)

(3,989)

3,889

1.4%

-43.0%

-11.6%

14.0%

(1)

(1)

(8)

(22)

94

(3,465)

(3,997)

3,867

1.4%

-43.0%

-11.6%

14.0%

Key Financial Ratios
Type of Audit Conclusion on Attached Financial Statements: In the audit report, the Company's independent financial
auditor states that their conclusion is unconditional.
The pandemic in 2020 and the restrictions imposed to prevent pandemic had a drastic negative impact on the company.
Due to the deteriorating economic situation, some of the company's clients had solvency problems, so the company had
to write off a large part of the portfolio (for more information, see the section "Financial condition"). In addition, at the
beginning of the pandemic, the company had an open foreign exchange position and, consequently, the depreciation of
the lari caused a large foreign exchange loss for the company (for more information, see the section "Operating Results").
During the pandemic, the company changed its strategy to better adapt to the changing operating and economic
environment (see section "Future strategy and goals" for more information). From March 31, 2021 to the date of submission
of the prospectus, no other significant events occurred that could be material to assess the issuer's solvency.
The various financial ratios of the company by periods are presented below:
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3M211
Financial leverage ratios
1. Loan to equity ratio
2. Interest repayment ratio
3. Gross debt ratio
4. Loan to total equity
Profitability ratios4
5. Return on assets
6. Return on equity
7. Return on Investment
8. Gross profit margin
9. Operating profit margin
10. Net profit margin
Liquidity ratios
11. Liquid assets / total assets
12. Liquid assets / current liabilities
13. Working capital ratio5
14. Current Assets Ratio
Operating ratios
15. Fixed Asset Turnover Ratio6
Other coefficients
16. Equity / net debt portfolio
17. Net impairment expense / income
18. Portfolio write-off / with portfolio
19. Remove written-off portfolio
20. Portfolio restructuring with portfolio
21. Write-off of restructured portfolio / with restructured portfolio during
period
22. Bond Coverage - Debt Ratio

1.
2.
3.
4.

3M212

2020

2019

7.81
1.03
0.85
0.89

7.81
1.033
0.85
0.89

7.15
0.72
0.83
0.88

6.48
1.38
0.84
0.87

-0.24%

-0.24%

-2.18%

2.5%

-2.13%

-2.13%

-17.76%

17.1%

52.84%
1.41%
1.40%

52.84%
1.41%
1.40%

38.85%
-11.50%
-11.52%

57.1%
12.8%
12.8%

53.65%
180.79%
0.44
2.33

53.65%
94.69%
2.3
1.22

47.52%
79.12%
N/A
1.04

45.03%
77.50%
N/A
0.97

8.4

8.4

20.3

46.7

19.28%
-5.95%
37.94%
14.90%
44.29%

19.28%
-5.95%
37.94%
14.90%
44.29%

19.22%
20.28%
33.68%
21.01%
44.85%

18.79%
5.75%
14.44%
30.74%
9.43%

65.24%

65.24%

23.10%

52.55%

0.85

0.85

0.83

0.84

Loan to Equity Ratio Ratio - Company Loans and Debt Securities Ratio to Equity
Total Debt Ratio - Loans Received and Debt Securities Ratio to Total Assets
Total Equity Loans - Loans and Debt Securities Rated by Total Loans, Debt Securities and Gross Equity
Return on assets ratio - profit (in the case of 2021, data from the last 12 months are taken) relative to the average
assets of the last two years

1

After the issuance of $ 12 million and € 3 million worth of bonds and the refinancing of current $ 10 million worth of current bonds with the remaining
amount invested in working capital. In case this operation does not affect the coefficient, the coefficient as of March 31, 2021 is taken
1

When calculating some ratios, some financial data may be diluted by the LTM (last 12 months) method. In the event of such a fact, the change is
reflected in the definition of the formula.
1

The reduction in the interest rate in 2020 is due to the reduction in operating profit due to the pandemic and the recession.

1

Decrease in profitability after 2019 due to pandemic and recession

1

Due to working capital shortage (2020) and negativity (2019) the ratio is inconceivable and the decrease in 2019 is due to the increase in the value of
fixed assets
1

The decrease is due to the increase in the value of fixed assets
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5. Return on Equity Ratio - Profit (data from the last 12 months taken in the case of 2021) relative to the average
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.

capital for the last two years
Return on Equity Ratio - Interest Rate Added before Profit Taxation (Data for the Last 12 Months Taken in 2021)
devided to Average Capital for the Last Two Years Added to Average Liabilities for the Last Two Years
Total profit margin - net interest income relative to interest income after loan impairment
Operating Profit Margin - Profit relative to other income plus interest income before tax
Net Profit Margin - Net profit relative to interest income plus other income
Liquid Assets / Total Assets - Cash and cash equivalents plus short-term finance lease claims relative to total assets
Liquid Assets / Short-Term Liabilities - Cash and cash equivalents plus short-term financial lease receivables
relative to short-term liabilities
Working Capital Ratio - Interest income (in the case of 2021 the data of the last 12 months are taken) relative to
the average short-term assets of the last two periods minus the average short-term liabilities of the last two periods
Current Assets Ratio - Short-Term Assets Rated to Short-Term Liabilities
Fixed Assets Turnover Ratio - Net interest income (in the case of 2021, data from the last 12 months are taken)
relative to the average fixed assets of the last two periods
Equity with Net Loan Portfolio - Total Equity Rated to Net Lending Requirements (Net Portfolio)
Net Impairment Cost / Income - Impairment reserve cost relative to interest income on loans issued
Portfolio write-off / with portfolio - write-off of financial leasing receivables in relation to average net lease
receivables (net portfolio) during the year
Write-off of the written-off portfolio - assets sold / re-leased relative to the written-off portfolio
Portfolio Restructuring / with Portfolio - Restructured portfolio relative to the last average net portfolio of periods
(net portfolio)
Restructured portfolio write-off / restructured portfolio - Restructured portfolio write-off with restructured
portfolio over a period of time
Bond yield - Debt Ratio - Loans received, including liabilities arising from bonds, debit transactions, promissory
notes and similar instruments, liabilities arising from letters of credit and similar instruments (other than letters
of credit, guarantees or other similar instruments issued within the ordinary course of business) Liabilities related
to the payment of deferred and unpaid selling prices of services, liabilities of other persons secured by the
"security measure" on the issuer's assets, all debts of other persons guaranteed or insured by the issuer, not more
than the issuer's liability, securities or any securities attracted through securities These securities are subject to
redemption, net liabilities arising from any currency or interest hedging agreement or any amount raised under
any other transaction, any loan which is also identical in economic or commercial terms to liabilities other than
lease liabilities (including liabilities related to right-of-use assets) and unsecured contingent liabilities (including
guarantees) arising in the ordinary course of business.

Rating companies (using Fitch Ratings as an example) use several key financial ratios to assess the rating risks of companies
operating in the leasing sector, among other factors. Company ratings and rating company target ranges for companies
whose operating environment is summarized in the table with a BB rating:
Fitch Ratings is the industry standard for companies
operating in a BB-rated operating environment

Georgian Leasing Company

Impairment

7

ratio7

31/03/2021*

31/12/2020

31/12/2019

Bbb rating

Bb rating

B rating or less

-0.4%

6.5%

1.2%

X<=0.75

0.75<x<=5

x>5

Impairment reserve expense is attributed to the net portfolio of loans issued
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Profit before transplantation /
average assets (%)8
Loan / Tangible Capital9
Unsecured loans / total loans

(%)10

-0.24%

-2.18%

2.54%

x>6.0%

2.0<x<=6.0%

x<=2.0%

7.81

7.15

6.48

X<0.6

0.6<=x<5.5

x>=5.5

53%

57%

46%

X=100

50%<x<=100%

x<=50%

* Profit and loss items are calculated using the LTM (last 12 months) method when calculating the odds.
* source: https://www.fitchratings.com/research/non-bank-financial-institutions/non-bank-financial-institutions-rating-criteria-2802-2020
As can be seen from the table, the company figures in terms of these coefficients lag significantly behind the industry targets. This is
due to the fact that the company had a strategy of aggressive portfolio growth before the pandemic, which involved attracting loan
financing and investing in the portfolio, while the financial crisis caused by the pandemic had a particularly negative impact on
profitability and leverage ratios.

There is no guarantee that the company will be able to improve these ratios in the future and maintain an acceptable level
of credit risk.
In analyzing the above information, several factors need to be considered:
1.

2.

3.

Company data, as of 2020 and 2021, contain pandemic effects. As a result of the pandemic, the issuer, as well as
other representatives of the leasing sector in general, had their leverage ratios deteriorated due to the slowdown
in the sector and the deteriorating solvency of existing customers.
2. It should also be noted that Fitch industry average data covers developed countries as well and is not limited
to emerging markets, including the Georgian market. TBC Leasing, a company in the Georgian leasing market,
has a BB rating of Fitch.
3. It should also be noted that the above comparison with the industry standards of the rating company Fitch
includes only numerical analysis. Determining a company’s potential credit rating should not be based solely on
this analysis. Rating companies consider a combination of many factors when assigning a rating, including:
corporate structure of the company, business process smoothness, parent company rating (the issuer's parent
company, Bank of Georgia credit rating is BB minus), etc.

Key features of securities
The main characteristics of securities are defined in the term sheet.

8

Profit (LTM in case of 2021 - last 12 months) compared to the average assets of the last two years

9

Total loan liabilities (including securities issued) relative to total net assets

10

Unsecured loans in relation to total loan liabilities (including issued securities)
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Brief information on the risks related to the issuer's activities

1.

Liquidity and financing risks

1.1. The company needs significant funding for its activities and may not be able to raise the required fundings
on time on classified terms.
1.2. The company may not be able to repay the debts and may have to borrow more
1.3. There is no guarantee that the Company will be able or will continue to maintain the maturity of its assets
and liabilities as debt increases. This will affect the company's liquidity and ability to pay its liabilities,
which will have a negative impact on the company's operations, financial condition and operating results.
1.4. Changes in market interest rates may have a significant impact on a company's financing costs and,
consequently, its financial condition.
1.5. The company is in incompliance of the international standards of the leasing sector in case of certain ratios
(for example, Fitch Ratings industry standards), which may indicate a high credit risk
2.

Credit risks

2.1. Failure to maintain asset quality may have a substantial or negative impact on the Company's operations,
financial condition and operating results.
2.2. The Company's leasing assets and the financial security or guarantees that provide the lease may not be
sufficient or may not be fully sold.
2.3. Impairment losses on financial leasing assets may not be sufficient to cover future credit losses.
2.4. There are other credit risks that can have a substantial impact on a company's performance

3.

Operating risks

3.1. Company risk management and internal control systems may have defects that may not effectively ensure
that the company maintains an acceptable level of operational risk.
3.2. Business operations are highly dependent on the efficient and continuous operation of information systems
3.3. The Company has other operational risks associated with its business activities
3.4. A company insurance coverage may not be enough to cover potential liabilities or losses
3.5. The Company may not detect or prevent any fraud or other misconduct by its employees or third parties
3.6. There are complex and changing laws and regulations related to privacy, data protection and other issues
to the company’s business operations.

4.

Strategic development and other risks

4.1. A company's success in business depends on its ability to attract and retain top management and key
employees
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4.2. There is no guarantee that the controlling shareholder will continue to support the company, and a change
in control of the company could have a substantial adverse effect on the leasing business, financial
condition and transaction results.
4.3. If the company fails to maintain the growth of its leasing asset portfolio, it will have a material and negative
impact on its operations, financial condition and operating results.
4.4. The company entered the higher risk retail market ("Turbo") in 2017, and the failure of this strategy could
have a significant negative impact on its operations, financial condition and operating results.
4.5. The industries in which the company participates are becoming increasingly competitive
4.6. The Company May Be Negatively Affected by Contract Claims, Complaints, Litigation, and Negative Public
Information
4.7. Strikes and other actions can delay the operation of the company or increase the cost of operating the
company's facilities.
4.8. Issuer parent company JSC Bank of Georgia Group shares are admitted to trading on the London Stock
Exchange (LON: BGEO), which is subject to certain restrictions and requirements.
Brief information on the risks of industry and economics
5.

The risk of economic instability and investment is high in developing countries such as Georgia

5.1. There are additional risk factors associated with investing in developing markets such as Georgia;
5.2. The inflation of the lari against the US dollar / other economically related countries currency may have a
significant negative impact on the company's operations;
5.3. Whereas the company operates only in Georgia, changes in the conditions of the Georgian economy will
affect it;
6.

Risks related to neighboring countries and the region

6.1. Regional tensions could negatively affect the local economy and the company's business;
6.2. Destruction of Georgia's neighboring markets may have a negative impact on the Georgian economy;
6.3. Political and governmental instability in Georgia will have a significant negative impact on the local
economy and the company's business;
6.4. Risks related to the legislative and judicial systems may face challenges related to the harmonization of
Georgian legislation with EU legislation, as required by the Deep and Comprehensive Free Trade
Agreement;
6.5. The ambiguity in the tax system of Georgia may lead to adjustment of the company's tax liabilities or fines
for the company in the future. It is also possible to change the tax legislation and policy in force in Georgia;
6.6. Uncertainty in the Georgian judiciary, including any arbitrary or inconsistent future action by the state in
Georgia, may have a negative impact on the local economy, which in turn may harm the company's
business;
7.

Risks related to the regulatory framework

7.1. Regulations in this and other industries may adversely affect the Company
7.2. If the Company fails to comply with any applicable regulations relating to money laundering or terrorist
financing in the future, or if the Company associates with them, this may adversely affect the Company.

8.
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Force Majeure

8.1. Business operations are affected by natural disasters, epidemics, and other business disruptions that can
negatively affect a company's future revenue and financial position and increase costs.

Brief information on the risks of the securities offered
9.

Risks related to the market price, liquidity and yield of the bonds
9.1. The market price of the bonds may be variable;

9.2. There may not be an active trading market for bonds;
9.3. Investors whose financial activities are denominated in currencies or currencies other than the currency
of the bonds may receive less interest or principal on the bonds than expected as a result of exchange rate
fluctuations or exchange rate adjustments.
10. Risks related to bond rights

10.1. Bonds represent the non collateral liabilities of the Company
10.2. Transfer of bonds is subject to restrictions on certain territorial / foreign investors
10.3. In the future, the terms of the bonds may change or the rights may be refused due to the breach of the
terms of the bonds
10.4. Bonds have a Call option which carries certain risks for investors.
11. Risks related to the legislative / regulatory framework of bonds and their ownership

11.1. Any changes in Georgian legislation in the future may have a material adverse effect on the bonds,
including their registration on the Georgian Stock Exchange and the taxation of interest on the bonds;
11.2. Investors should rely on the procedures of the registrar, the representative of the bondholders and, where
appropriate, the nominal holder of the bonds;
11.3. Capital investment in bonds involves consideration of the legality of the investment;

Terms of the offering
The terms of the offering are defined in the Term Sheet.
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Possible costs imposed on the investor
Expenses related to the placement of bonds are reimbursed in full by the issuer and the investor will not incur any
additional costs under the offer.
Use of funds received
Information on the use of funds received can be found in the section "Reasons for the offer and the use of funds raised".
Conflicts of interest related to the offer
The issuer, the placement agent, the calculation and payment agent and the registrar are related parties, namely the
placement, calculation and payment agent, the registrar and the issuer have a common final parent company. Members
of the governing bodies of such persons (Governing Board / Board of Directors) may also be members of the Governing
Board of other related parties. Despite the fact that when approving bond issuance transactions, the relevant persons (and
members of their Board of Directors) act in accordance with the requirements of existing legislation (including in relation
to conflicts of interest) and all such transactions are made on a commercial basis, conflicts of interest can be an additional
risk for investors.
The Company is not aware of any other existing or potential conflicts of interest related to the Offer.
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Risk factors
Capital investment in bonds involves certain risks. Potential bond buyers should read this prospectus carefully before
making an investment decision. In addition to the other information in the prospectus, potential investors should
carefully consider the risks outlined below, before investing in bonds, taking into account their financial condition and
investment objectives. Any of the risks described below can have a material adverse effect on the Company's operations,
financial condition and performance. In the event that any of these risks actually arise, the market value of the bonds
may be adversely affected. In addition, below are also the factors that are important in assessing the market risks
associated with bonds. And although the Company believes that the risk factors described below are the principal risks
associated with investing in bonds, additional risks and uncertainties may arise that the Company does not currently
consider significant or unaware of, and any of these risks and uncertainties may result in the following: Similar impacts.
Accordingly, the Company does not claim that the statements about the risks associated with owning the bonds are
exhaustive.
On March 11, 2020, COVID-19 ("Coronavirus") was declared a pandemic by the World Health Organization. As of the
date of approval of the prospectus, there are more than 190 countries in the world infected with the virus, including
Georgia. It is still unknown when the virus will be stopped, which complicates economic forecasting, as there is no
comparable historical example in the world. The current crisis in the world is reducing both supply (because production
is limited and supply chains are disrupted) and demand (social distance, uncertainty, job loss). Due to the Kovid-19
pandemic, the impact of the crisis was severe for the Georgian economy, as it significantly affected the tourism sector,
whose share in the Georgian economy is significantly high. According to Geostat, in 2020 the Georgian economy will
shrink by 6.2% compared to 2019. This naturally has a negative impact on most sectors of the economy, including a
significant impact on the real estate market: the hotel, commercial and residential segments. This is due to the fact that
these sectors are closely correlated with the cyclicality of the economy and the fluctuations of the economy.
Since September 2020, the epidemiological situation in the country has deteriorated sharply. The number of confirmed
cases per 100,000 population reached 4,400 as of December 10th. According to the same date, Georgia ranked 44th in
the world in terms of confirmed cases, 13th in terms of confirmed cases per 100,000 population, and 36th in terms of the
number of tests per 100,000 population. (Source: worldometer). As a result, from November 28 to January 31, 2021, new
restrictions were imposed across the country, including: traffic will be banned from 21:00 to 05:00, restaurants and food
outlets will be closed, public transport traffic will be suspended, and so on. The situation improved in the second half of
May 2021, accordingly, restaurants and food outlets were opened (restrictions are maintained on the indoor spaces of
the facilities on weekends), public transport traffic was restored, and the curfew was maintained from 23:00 to 04:00. As
of June 2, 2021, the total number of infected people is 346,150, and the current number is 11,744. The number of
confirmed cases per 100,000 population is 9,279 (20th place in the world), and the number of deaths per 100,000
population is 129 (36th place).
It should also be noted that there are positive expectations regarding the COVID-19 vaccine. The US pharmaceutical
company Pfizer / BioNTech and the German Moderna COVID-19 vaccine in November 2020 showed more than 90%
efficacy in the third phase of the study. As of the date of approval of the prospectus, the Pfizer / BioNTech vaccine for
use has already been approved first by the United Kingdom and then by Canada and the United States. Georgia has
already ordered the first batch of the vaccine (US $ 4 million), which has been available since the spring of 2021. As of
May 18, 2021, vaccinations are available with Pfizer / BioNTech and Oxford / Astrazeneca vaccines for age and other
target groups, and the Sinopharm vaccine for all. At least 97 thousand citizens have been vaccinated with at least one
dose of the vaccine. As of May 31, 2021, the number of vaccinations per 100 population is 4.14, which does not include
the hundred in the world (world average: 24.86 per 100 population).
The management's assessment of current developments is as follows: Like all other indirectly vulnerable sectors, the
leasing sector will experience a post-pandemic recession, at least in the short run, in terms of slowing growth, and in the
medium term, in terms of declining customer solvency. In addition to the growth rate of the sector, as a result of the postpandemic recession, access to financial resources may be restricted and followed by its rise in price, restricting the circle
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of potential customers. The company managed to cope with the economic recession related to the beginning of the
pandemic and wrote off a portfolio worth up to 40 million GEL in the last quarter of 2020, therefore the company no
longer expects an increase in reserve costs in the future.
Given these events, the first risk the company faced during and after the COVID-19 pandemic emergency was liquidity
risk. It was managed by the company in several ways: a) to temporarily suspend the issuance of new leases in the retail
direction (from the end of March 2020 to the end of June); B) attracting money by forced methods and utilizing untapped
limits in different banks; And (c) Early repayment of expected loans (rollover) or obtaining prior written consent from
relevant lenders confirming the expected refinancing review. However, in a post-pandemic environment, in order to
reduce risks, the company has tightened risk tolerance when creating a leasing portfolio.
In the second half of March, with the declaration of the state of emergency, the company switched to full-time remote
service, closing service centers and switching to service / sales remote channels. The company did not stop customer
service, it just adjusted to the augmented reality. Subsequently, the head office and service centers were gradually
equipped in accordance with the regulations related to COVID-19, and later, the phased opening began. The work process
in the company is carried out in combination before the date of drawing up the prospectus, in particular, the employees
work in shifts from the office and remotely. This is done in order to protect the security measures as much as possible and
to prevent the operation of the company in case of detection of the spread of the virus.
Due to the accompanying economic crisis of the virus in the company, the changes affected the bonus schemes (it adapted
to the new reality as much as possible), which was in line with the reduced activity corresponding to the current events.
Structural changes have also been made and optimized to make the company more efficient in the current period.
The company is constantly updating its budget to ensure that changes in the market are promptly reflected in management
expectations.
It is also noteworthy that as a result of the epidemic caused by the epidemic situation in the country, the company faces
obstacles in terms of carrying out its activities in the usual way, which in turn creates a high risk of losing customers and
reducing revenues. Restrictions and the situation in the country also harm the company's customers, some of whom may
have to suspend or temporarily suspend operations, which will have a significant impact on the company's financial
condition. The post-pandemic recession will be felt, at least in the short run, in terms of the slowdown in the growth rate
of the sector, and in the medium term, in terms of the deteriorating solvency of existing customers. In addition to the
growth rate of the sector, the post-pandemic recession may restrict access to financial resources and lead to higher prices,
which will hinder the company in post-pandemic growth. Also, due to the deterioration of the economic situation, the
circle of potential customers may be limited.
Issuers activities risks
Liquidity and financing risks

1.1 The company needs significant funding for its activities and may not be able to raise the required fundings on time on
classified terms.
The company's business is based on asset growth (a necessary factor in revenue growth is asset growth due to the sale
of leasing products), which requires significant financing to maintain the growth of the leasing asset portfolio and to
finance operations and debts. The company has to pay large sums to repay the principal amount and interest. While
the company generates quite large sums of money through leasing operations, meeting the demand for cash in the
long run requires considerable liquidity and stable access to a variety of financial sources. The company mainly uses
bank loans, bonds, cash deposits and business operations to finance operations and business expansion. If a company
fails to maintain an existing financing scheme on commercially acceptable terms, it may need to seek financing from
alternative sources. There is no guarantee that the Company will be able to seek funding on time on acceptable terms
from new sources, which may have a negative impact on the Company's operating results and financial condition.
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1.2 A company may not be able to repay its debts and may have to borrow more
Historically, the company's business has been based on asset growth, and these are mainly financed by loans, although
after the pandemic began, the company decided to increase liquidity, which also required loan financing. As of
December 31, 2020, the Company's loan liabilities amounted to GEL 146,657 thousand. At these dates, the Company's
solvency ratio (loan liabilities minus cash and cash equivalents relative to equity) was 5.9x. In some financial
transactions, creditors have the power to demand that the company repay its debts on time if it has an obligation to
pay in advance, such as breach of certain regulatory requirements, default on the debt / collateral value ratio, or
unacceptable level of share of bad assets. There is no guarantee that such cases will not occur. The obligation to pay
in advance will reduce the working capital and liquidity of the company and, consequently, will have a negative
impact on its financing.

The company will need to raise additional funds from banks or other financial institutions to maintain an adequate
level of cash to finance current debts, operating operations, and expanding its business. If the company is unable to
raise additional funds, it will negatively affect the company’s financial condition, solvency and expansion capabilities.

1.3 There is no guarantee that the Company will be able or will continue to maintain the maturity of its assets and liabilities
as debt increases, which will affect liquidity and the Company's ability to meet its obligations.
The company is constantly trying to match the financing terms (loan maturity) to its assets (leasing debts). However,
he or she may not be able to balance debt repayment terms and liabilities effectively, or he or she may not be able to
manage liquidity risks in terms of loans and leasing assets, which in turn will lead to liquidity deficits and the company
may fail to repay overdue debts. On financial condition and operating results.

The company’s Leverage ratio has grown significantly in recent years. At the end of 2019, this ratio was 6.48, at the
end of 2020 7.15, and on March 31, 2021 7.81. This increase is mainly due to the aggressive growth strategy of the
company's portfolio in 2019, which required significant loan financing, and the strategy of maintaining high liquidity
after the onset of the pandemic. Significant increases in attracted loans include the risk of solvency due to high interest
costs. It should also be noted that the bulk of the company's loans are Bullet type loans, which means that the down
payment should be made not in time, but at the end of the loan term. This indicates additional solvency risks. It is
also noteworthy that the company’s interest repayment ratios have deteriorated in recent years. The company's
interest repayment ratio was 1.56 in 2019 and 0.72 in 2020, although it improved as of March 31, 2021 and stood at
1.03. This trend confirms the above solvency risks.

1.4 Changes in market interest rates can have a significant impact on a company's financial condition.
Because both the leasing company's income and the interest it owes on debt are affected by market interest rates,
large fluctuations in these rates directly affect the cost of financing, leasing income, net interest margins, and, in turn,
the impact of the company's financial margins. The variability of market interest rates is due to factors that the
company can not control, for example, the normative framework of the banking and financial sectors and the
economic and political environment of Georgia. In addition, an additional risk is exchange rate volatility, detailed
information on which is given in Risk 6.2. The performance of the company may be significantly negatively affected
by the depreciation of the lari against the US dollar / other economically related countries;

1.5 The company is in incompliance of the international standards of the leasing sector in case of certain ratios (for
example, Fitch Ratings industry standards), which may indicate a high credit risk
Rating companies use several key financial ratios to assess the rating risks of companies operating in the leasing sector,
among other factors.
Particularly in the aftermath of the pandemic, the company failed to be in compliance with the standards related to
leverage, profitability and portfolio (for more information, see the chapter on key financial ratios).
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There is no guarantee that the company will be able to meet international standards in the leasing sector in the future.

2.

Credit risks

2.1 Failure to maintain asset quality may have a substantial or negative impact on the Company's operations, financial
condition and operating results.
Sustainability and future growth depend mainly on the effective management and maintenance of the leasing assets of
the company, most of which consist of financial leasing assets (operating leasing assets form an insignificant part of the
portfolio). If the quality of the Company's financial leasing assets deteriorates, this could have a material and adverse effect
on the Company's operations and operating results. As of December 31, 2019, the share of owned assets in the total assets
of the company was 3.5%. The same rate as of December 31, 2020 was 7.0%. (Acquired assets include assets that have
been appropriated due to non-payment of debt by the client. In this case, the relevant receivables are written off, the asset
is revalued and recorded in the balance sheet - "Assets owned for lease purposes").
The assets owned by the Company may increase due to the deterioration of its leasing asset portfolio. The company is
constantly improving its business model (asset management and risk management, especially credit risk management) and
taking steps to reduce the levels of negatively classified assets. However, the Company may not be able to effectively
control negatively classified assets in its leasing asset portfolio in the future.
In the future, a company's leasing portfolio may deteriorate for a variety of reasons, including reasons beyond its control.
For example, the slowdown in Georgia's economic growth, the development of the credit crunch in the country or
unfavorable market trends. Although the Company's portfolio is quite diversified and multidisciplinary, depending on
the business of the lessee, any significant changes in the business of the lessee may adversely affect their operations,
financial position and cash flows, which may affect their financial performance and obligations. Default also followed.
It is noteworthy that the quality of the company portfolio may deteriorate in the future amid the economic problems
caused by the COVID-19 pandemic and the current uncertainty. The COVID-19 pandemic has already had a significant
impact on portfolio overdue statistics. Despite the declared state of emergency, activated grace periods, limited
communications, and software limitations, the Company's overdue portfolio (PAR) stood at 18.2% as of March 31, 2021
(see section 'Financial condition' for details). Nevertheless, there is no guarantee that the company will be able to maintain
an adequate portfolio quality despite ongoing challenges and uncertainties. The solvency of the company's customers will
have a significant impact on this. Repaying loans for company clients due to economic problems will put more pressure
on them, which can have a negative impact on the company’s overdue statistics and portfolio quality.

2.2 The Company's leasing assets and the financial security or guarantees that secure the Lease may not be sufficient or may
not be fully realized.
The company treats leasing assets as collateral and only in exceptional cases (high risk cases) requires additional
collateral, which in most cases, constitutes real estate. When financing, the main focus is on the risks associated with
the leasing asset; In particular, in addition to the valuation of the leasing asset, a) the complexity of the valuation and
possible errors are assessed; B) Expected physical and moral depreciation of the leasing asset; c) If necessary, difficulty
of acquisition and risk of delay; D) asset liquidity, market demand and sales risks. In addition to these risks, the term
of the leasing agreement is taken into account, the desired LTV coefficient is determined and the amount of copayment required by the client is determined. To determine the desired minimum LTV ratio, the expected
depreciation schedule of the leasing asset is constructed and its opposition to the leasing agreement schedule. The
desired minimum LTV is defined so that the LTV coefficient does not exceed 80% at any time during the term of the
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lease agreement. Exceptions are allowed only in case of any kind of additional collateral (other real estate, or someone
else's guarantee). In case of substantial violation of the payment terms stipulated in the leasing agreement, the
company is authorized to dispose of / sell the property stipulated in the agreement.
While the Company inspects the collateralized property at the end of the lease, its value may be significantly reduced
and materially and adversely affected by factors such as damage, oversupply, devaluation or reduced market demand.
Similarly, a substantial deterioration in the financial condition or creditworthiness of the guarantors may affect the
amount of money that the company must withdraw with appropriate guarantees. There is no guarantee that the
financial condition of the guarantors during the lease term will not suddenly deteriorate or they will not go bankrupt.
If the cost of leasing assets, or the additional financial security or guarantees that provide the lease, is insufficient to
compensate for the loss caused by the timely non-payment of taxes, the Company may need to obtain additional
collateral from the lessee, guarantors or other sources. This right is enshrined in the lease agreement, although there
is no guarantee that the company will be able to obtain additional collateral. Decreasing the value of leasing assets,
leasing and guarantees, or the inability of a company to obtain additional collateral may force the Company to create
additional reserves or write off negatively classified assets, which in turn adversely affects the Company's operations,
financial condition, and operating results.
In the event of a lessee default, the Company may not be able to liquidate or otherwise lease the assets, especially if
there is no liquid market for the sale of the relevant assets. It is also possible that the proceeds from the sale may not
be sufficient to cover the leasing liability. In addition, it is possible that the procedures for liquidation or sale of
collateral may be extended over time and that the collateral may be insolvent. Therefore, it will be difficult to pay
the fees or bail imposed. Until 2017, the company did not record the sale / release dates of problem assets. According
to the statistics of 2017, the average rate from the acquisition of an asset to its sale / release is 79 days, according to
the statistics of 2018, this rate increased to 85 days, while the similar rate for 2019 and 2020 was 107. As of March 31,
2021, the company takes an average of 111 days from the acquisition of an asset to its sale / release. In certain
circumstances, a company's right to own collateral may be subordinated to the rights of other parties (for example, in
the event of a cross-default). Any of the above circumstances may adversely affect the Company's ability to recover
or lease the value of its leasing assets or collateral in a timely manner.

2.3 Impairment losses on financial leasing assets may not be sufficient to cover future credit losses.
The Company creates an impairment loss for financial leasing-related assets in accordance with International
Financial Reporting Standards (IFRS). The amount of impairment loss on a Company’s financial leasing assets is
determined based on its internal back-up procedures and guidelines, taking into account a number of factors such as
the characteristics of the lessee and their business, their creditworthiness, economic conditions and trends, default
and collateral and cost.
Because future credit risks in accordance with accounting standards need to be substantially assessed and evaluated
over a period of time, the Company may not be able to properly assess future risks and thus, the provision may be
inadequate to cover actual credit losses. The reserves created by the Company may be insufficient if unforeseen or
undesirable changes occur in the Georgian economy, or if other events adversely affect a particular lessee, industry
or market. In such circumstances, the Company may require additional reserves for its financial leasing assets, which
will significantly reduce the Company's profits and materially and adversely affect its business, financial condition
and transaction results.

2.4 There are other credit risks that may have a material impact on the Company's performance
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Degree of dependence on one client - As of March 31, 2021, 15.7% of the company's portfolio (31/12/2020:
13.0%) is concentrated on five clients. A company may deliberately or unknowingly (if it is unaware of the
relationship between the lessee) lease assets to groups of companies under the same shareholder, further
increasing the concentration and therefore the portfolio risk.



Degree of dependence on the sector - As of December 31, 2020, the company's corporate portfolio accounts
for 63.5% of the total portfolio and is mainly concentrated in 2 leading (construction and services) sectors
(30.1% and 19.1% of the total corporate portfolio). Also, if the degree of concentration on a particular

sector / sectors increases further, the risk of the portfolio will increase significantly, as the company's
profitability will depend on the specific sector, and the problems that arise in this sector will largely affect
the company as well.

3.

Operational Risks

3.1 The Company's risk management and internal control systems may have shortcomings that may not effectively ensure
that the Company's operational risks are maintained at an acceptable level.
In recent years, as the company's business has evolved and embraced a variety of industries, its business model and
risk orientation have become more complex. The Company is steadily improving its risk management system, but risk
management measures may fail to detect and mitigate all material risks to the business. Therefore, when a company
enters a new industry, builds relationships with new customers, or develops new products or services, it may not be
able to adequately identify and evaluate all future risks, as some of its risk management and control methods are based
on business experience, market behavior, and past history. Events, and such risks may be much greater than the
company estimates based on historical data.
Other methods of managing a company's risk depend on evaluating information related to markets, customers, or
other relevant issues, and this information may be inaccurate, incomplete, outdated, or incorrectly evaluated.
In addition, as a company develops its business, its risk management and internal control policies may not effectively
reduce all types of risks, including contingency risks and risks that the company is unaware of and that may contribute
to an increase in idle asset ratio. However, in order to respond to operational, legal or financial risks, a company must
establish a number of different rules and procedures to accurately record and verify a large number of transactions
and events. Such rules and procedures may not be fully effective. Any failure to properly implement the Company's
risk management procedures or to identify relevant risks may have a material adverse effect on the Company's
financial position and performance.

3.2 Business operations are highly dependent on the efficient and continuous operation of information systems
Informational technology systems are vulnerable to a number of problems, including computer viruses, unauthorized
access, server physical damage, and computer software or hardware malfunctions. Any disruption to information
technology systems or breaches of their security could have a serious adverse effect on business operations such as
servicing customer on time, proper accounting of financial data, and protection of businesses and consumers from
financial fraud or theft. If business transactions are compromised, the company's reputation will be damaged and the
client's trust in the business will be reduced and the company may suffer significant financial losses, which will have
a serious negative impact on the business, financial condition, transaction results, prospects or cash flow.
In addition, there is no guarantee that due to financial or technical constraints, the company will be able to keep up
with the latest technological developments. If a Company fails to successfully complete or complete a planned upgrade
of the Company's IT systems and infrastructure and / or to adapt its business operations and software, this will have
a serious adverse effect on the business, financial position, results of operations, prospects or cash flows.

3.3 The Company has other operational risks associated with its business activities:


Customer Compliance - Customers or their shareholders may have a bad credit history that includes overdue
taxes and outstanding liabilities, putting their creditworthiness at significant risk.



Reliability of valuation of assets - Although the company works with reliable manufacturers, some part of the
portfolio assets consists of secondary assets; Moreover, there are times when a customer needs an asset from
a lesser known manufacturer that offers it a low price. In such cases, an objective / realistic valuation of the
asset becomes important - the valuation is made by the company's valuation team (for operational purposes).
The values set by this group may not match the fair value of the asset which may result in a loss to the
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Company. In addition, the Company assesses written-off assets through an independent appraiser. Assets are
valued both at the time of write-off and at the end of each year. There is a risk that this estimate may not
accurately reflect the fair value of the assets. It should be noted that valuation activities are not regulated in
Georgia (except for commercial banks, in accordance with the regulation issued by the National Bank of
Georgia).


Seller Risk - Although the Company buys an asset only from reputable suppliers, there is still a risk that the
seller may receive an advance payment but not transfer the asset to the Company and / or supply an asset
that does not meet the agreed parameters, which is entirely the Company risk. For a company, this risk is
limited to prepaid amounts that vary by supplier. The company has regulated its relationship with each
supplier through relevant contracts, although some risk (on a small scale) still remains. Historically, the
company has recognized an expense of approximately GEL 635,000 in 2015 (write-off of prepaid expenses).
However, after the change of management, there is a significant improvement in terms of risk management
in this area as well, and in 2016 this cost was reduced to about 136,800 GEL, in 2019 it was recognized as
340,818 GEL. This cost was related to the contract signed in 2014). In 2020 and 2021, the company did not
have similar expenses. Despite these improvements, there is no guarantee that the company will not incur
similar costs in the future.



Legal / Procedural Risk - Company employees may make a mistake when concluding a contract, insuring
assets or transferring an asset to a customer, among other things.



Client fraud risk - the client may falsify financial statements and provide incorrect information about the
client's size, scale and capabilities.

3.4 The Company's insurance coverage may not be sufficient to cover potential liabilities or losses
The Company typically requires lessees to reimburse and insure liabilities under the Leasing Contracts that the
Company may incur as a result of the use and operation of the Leasing Assets, as well as damage and loss of property.
Recipients of company leases are required to purchase insurance from insurance companies at the request of the
company. The insurance policy must be of identical maturity to the leasing contract. While the Company may restrict
the use of leasing property (e.g., geographically) in concluding contracts to avoid future risks, there is no guarantee
that the Company will not be liable for leasing assets in the future.
There is no guarantee that the insurance of the lessee and any contingent insurance provided by the company will be
adequate or sufficient to cover all claims that may be brought against the company. Any deficit of insurance coverage
or non-fulfillment of insurance obligations and refusal to reimburse the lessee on the part of the lessee can reduce the
company's income in case of loss and create uninsured liabilities to the company, which will negatively affect the
financial condition of the company and its financial liabilities.

3.5 The Company may not detect or prevent fraudulent or other misconduct by its employees or third parties
Fraud (or other misconduct, such as unauthorized business transactions, bribery, and breaches of domestic policies
and procedures), or violations by third parties, such as breaches of the law, can be difficult to detect or prevent. This
could lead to financial losses for the company and the imposition of sanctions on it by the authorities. At the same
time, his reputation will be seriously damaged. It can also affect a company's ability to effectively attract potential
customers, gain customer loyalty, obtain financing on favorable terms, participate in tenders, and engage in other
business activities.
The Company's risk management systems, information technology systems, and internal control procedures are
designed to monitor the Company's operations and its overall compliance with applicable laws and regulations.
However, the Company may not be able to identify irregularities or suspicious transactions in a timely manner or at
all. In addition, it is not always possible for employees or third parties to detect and prevent fraud or other misconduct,
and the precautionary measures that the company takes to prevent and detect such behavior may not be effective.
The company therefore runs the risk of having previously committed but not detected fraud or other misconduct, or
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that such a thing could happen in the future. This may have a material adverse effect on the company's business,
financial condition and performance.

3.6 The Company's business operations are subject to complex and changing laws and regulations relating to privacy, data
protection and other matters.
The Law of Georgia on Personal Data Protection defines the grounds for providing consumer information to third
parties. While the Company is constantly providing employees with information about applicable laws and
regulations regarding privacy, data protection and other matters, it does not guarantee that all employees will always
abide by such laws and regulations. If the Company's employees do not comply with such laws and regulations in the
future, the Company may incur fines or other penalties that could damage its reputation and have a serious negative
impact on the business, financial condition, transaction results, prospects or cash flow.
However, verification of personal information requires the prior consent of the individual, which is regulated by the
company by obtaining the appropriate consent. However, in some cases, despite the existence of such consent, the
individual may still consider the information retrieval act carried out by the company to be unfounded and accuse
the company of violating the law and regulations. However, there is a risk that in all such cases (for information
retrieval) there is no prior consent of the individual, which in turn puts the company at risk and may impose fines or
other penalties that could damage its reputation and have a serious negative impact on business, financial condition.
, On the results of operations, prospects or cash flows.

4.

Strategic development and other risks

4.1 A company’s success in business depends on its ability to attract and retain top management and key employees.
The company operates in an increasingly competitive market environment where a high level of special knowledge
is required for the effective management of leasing assets. The success of a company depends on the tireless work of
its top management team and key employees. The top management of the company plays a crucial role in its
operations. Each of them has many years of experience working in the financial or leasing industry of Georgia and
they collectively have a thorough knowledge of the main business directions of the company, customers and
competitors, as well as business-related laws. They are therefore essential in formulating and implementing the
strategies necessary for a company to succeed. However, senior management team members and key employees may
voluntarily terminate their employment with the Company or leave their positions for reasons beyond the Company's
control. The dismissal of a member of the top management team and a key employee may impair the Company's
ability to operate and hamper its efforts to implement business and growth strategies. The company may not be able
to replace them with employees with equivalent knowledge and experience within a reasonable time.
The success of a company's operations also depends on its ability to attract and retain qualified staff to conduct its
operations. It may also need to offer high pay and other remuneration to attract and retain key employees, and
remuneration and wages may increase unpredictably or at a higher rate than the company’s revenues. It can also have
a significant negative impact on the company's financial condition and performance.

4.2 There is no guarantee that a controlling shareholder will continue to support the Company, and a change in control of
the Company may have a material adverse effect on the leasing business, financial condition and transaction results.
In many respects, the company receives the support of its 100% shareholder, JSC Bank of Georgia.
The company carries out its activities in cooperation with the Bank of Georgia, which has a wide circle of customers
and a strong marketing resource. Bank of Georgia has a significant impact on the credit position of the company. This
helps reduce the company’s financing costs, expands its funding channels, and strengthens its position in various
transactions.
If the Bank of Georgia's support for the Company changes, this may have a significant negative impact on the
Company's operations, financial condition and results of operations.
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4.3 If the Company fails to maintain the growth of its leasing asset portfolio, it will have a material and negative impact on
its operations, financial condition and operating results.
The Company's income from financial leasing represents the interest income from the activities of financial leasing
and backlog. As of December 31, 2019 and 2020, the financial leasing portfolio (receivables) amounted to 130,359 and
106,752 thousand GEL, respectively. The growth / decline of the leasing asset portfolio may be influenced by Georgia's
economic conditions or other macroeconomic factors, such as GDP growth / decline, fluctuations in inflation and
interest rates, as well as changes in leasing legislation or government regulations. The pandemic of 2020 negatively
affected the company's portfolio. There is no guarantee that the company will be able to increase its leasing asset
portfolio in the future.

4.4 The company operates in a high-risk retail market ("turbo") and the failure of this strategy may have a material adverse
effect on its operations, financial condition and operating results.
In September 2017, the company entered the higher-income and also relatively high-risk retail market in the form
of "Turbo". This is a quick lease for individuals on whom leasing greatly increases a company’s credit risk. Although
interest rates on this product are relatively high (more than 40% effective on average), retail customers are much
more sensitive to economic fluctuations, so there is a risk that a large portion of Turbo customers will not be able to
pay their lease payments. Be able to quickly sell or re-lease and re-lease an owned asset to see a large portion of the
portfolio.
Turbo portfolio is quite tangible for the company, on March 31, 2021 it was 13.2% of the total portfolio, at the end of
2020 13.7%, and at the end of 2019 13.3%.
Under the September 2018 Effective Interest Rate Regulation, it is only possible to issue loans with an effective
interest rate below 50%. Although the current average effective interest rate of Turbo is up to 40%, there is a risk
that setting an interest rate cap will have a negative impact on Turbo's portfolio and profitability growth.

4.5 The industries in which the company participates are becoming increasingly competitive
The leasing industry is growing rapidly and becoming increasingly competitive. It is true that the Georgian leasing
industry still has great potential for development, but there is no guarantee that the company will be able to maintain
its current position in the case of increasing competition. Some of the company’s competitors may have more financial
and managerial resources than the company, as well as customer networks and relationships, lower financial costs,
and higher tolerance or different risk assessment methods to enable them to consider or access more diverse
investments, building more relationships. . And more actively make price quotes for assets for sale. In addition, some
competitors of the company may offer better terms to the future leaseholder than the company.
The company also competes with large commercial banks and other financial service providers in Georgia. These
institutions can provide financing to existing and potential customers of the company on more favorable terms. In
addition, distributors / dealers of these assets may offer competitive conditions for specific types of leased products.

4.6 The Company may be adversely affected by contract requirements, complaints, litigation and negative public
information.
The company may be adversely affected by contract complaints, litigation arising out of relationships with partners,
customers, competitors or regulators, as well as negative public information about the company. Any such dispute,
grievance, contract claim or negative public information may have a serious adverse effect on the business, financial
position, transaction results, prospects or cash flow.
A lawsuit, even if it is successfully completed, requires a lot of time and attention from the company's management,
as well as quite large sums of legal fees and other related costs. Litigation also applies to businesses, and the Company
may be affected by the interpretation of applicable laws, rules and regulations, including parties to which it is not a
party. Any such event could have a serious adverse effect on the business, financial condition, results of operations,
prospects or cash flow.
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4.7 Strikes and other actions may hinder the operation of the company or increase the operation of the company's facilities
As of March 31, 2021, the company had 78 full-time employees. Any reduction in this amount or salary will result a
job delay. Delays in work or failure to attract or retain operating personnel will have a serious adverse effect on the
business, financial condition and results of operations.
To date, the company has not had a case that, according to Article 49 of the Law and Labor Code of Georgia, would
be considered a strike, a lawsuit or a voluntary refusal to fulfill a contractual obligation.

4.8 Issuer's parent Company JSC Bank of Georgia Group shares are traded on the London Stock Exchange (LON: BGEO),
which is subject to certain restrictions and requirements.
The shares of the issuer’s parent company - JSC Bank of Georgia Group, are traded on the London Stock Exchange, which
is subject to certain restrictions and requirements. There is a risk that the parent company will fail to fit the above
requirements, which will create a reputational risk for it and may negatively affect the issuer as well as its subsidiary.
There is also a risk that restrictions on the group by exchanges or investors (eg loan reservations, compliance with various
policies) will affect the issuer and its performance or plans.
The following is the trend of Bank of Georgia Group share prices (closing price of 1 share per day, in British pounds
sterling) during the last 5 years:
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Risks of the industry and economics

The risk of economic instability and investment is high in developing countries such as Georgia
5.1 There are additional risk factors associated with investing in developing markets such as Georgia
5.

Developing markets are more volatile, their liquidity is limited, have less export base, and are more affected
by frequent changes in the political, economic, social, legal and regulatory environment than in developed
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markets. Developing markets are changing rapidly and they are particularly vulnerable to market
conditions and economic crises anywhere in the world.
In addition, the reaction of international investors to events is sometimes characterized by a "chain effect"
when investors reject the region as a whole or the investment category. If such a chain effect occurs,
Georgia may be adversely affected by negative economic or financial developments in other emerging
markets. Georgia has had a “chain effect“ in the past, including after the 1998 financial crisis in Russia and
the later global financial crisis, and it is possible that the country will experience a similar negative impact
in the future.
However, financial and political instability can have a negative impact on the country's economy. If this is
realized, there will be an outflow of capital, which can significantly damage the financial system and
eventually turn the economy into stagnation.
As of the date of submission of the prospectus, the following rating has been assigned to Georgia by
international rating agencies (each of which has been assigned as of August 2020:
Fitch Ratings - BB (Negative Outlook);
Moody’s - Ba2 (Stable Outlook);
S&P Global Ratings - BB (Negative Outlook);
5.2 The inflationof the lari against the US dollar / other economically related countries currency may have a significant
negative impact on the Company's operations;
The carrying amount of financial assets and liabilities denominated in foreign currencies as at 31 December 2020 is as
follows:
(000' GEL)
Financial Assets
Cash and equivalents
Leasing receivables
Total Financial Assets

GEL

USD

EUR

Total

3,861
49,244
53,105

36,471
43,619
80,090

30
14,087
14,117

40,361
106,950
147,311

Financial Liabilities
Bank Loans
Debt securities issued
Total Fianncial Liabilities

58,584
58,584

17,015
85,400
102,415

0

75,599
85,400
160,998

Net currency position

-5,479

-22,325

14,117

The company has an open foreign exchange position in the amount of GEL 48 million equivalent in USD and
the equivalent of GEL 15 million in EUR, therefore the company depends on exchange rate volatility. The loss
caused by the exchange rate difference amounted to 1,038 GEL in the first 3 months of 2021, and to 4,265
thousand GEL in 2020. The company has partially hedged the position, the company holds a $ 3,000,000 Forward
contract.
Besides Lari is a fully convertible currency, there is no foreign exchange market for its currency conversion
outside of Georgia. There is a market in Georgia for converting GEL into other currencies, but its volume is
limited. According to the National Bank, in 2019, the total trade turnover in the GEL-USD and GEL-EUR
markets (including the sum of sales and purchases, excluding the activities of the National Bank) amounted to
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USD 48.5 billion and EUR 28.7 billion, the same figure in 2020 55.3 billion US dollars and 36.0 billion euros,
while in the first 2 months of 2021 these figures were 7.4 billion US dollars and 4.2 billion euros.
According to the National Bank of Georgia, its official reserve amounted to 4.1 billion US dollars as of March
31, 2021, which is an annual increase of 20.6%, which is mainly related to transfers from the international
donors. The current level of reserves is adequate, according to the International Monetary Fund, which allows
the country to cope with crisis situations in the short term. In addition, reserves can be used if the GEL exchange
rate has inflated significantly due to one-off factors, as currency inflation can have a significant negative impact
on the country's economy.
Over the years, the GEL exchange rate against the dollar has fluctuated significantly due to both external shocks
and seasonal factors. The global shock of oil and industrial commodity prices in 2015 made a significant
correction in the nominal exchange rate of the lari, followed by the formation of negative expectations for the
currency and seasonal fluctuations in subsequent periods. As a result, the lari started to strengthen from the
beginning of 2017 and remained stable at 2.4-2.5 against the US dollar, however, due to the negative expectations
formed in previous years, the lari depreciated again and as a result, the average GEL exchange rate against the
US dollar in 2018 was 2.53, which is 1% Depreciation compared to 2017. As the GEL exchange rate remained
more or less stable in 2018, the National Bank was able to replenish its reserves by buying foreign currency at
foreign exchange auctions. In total, the National Bank purchased $ 197.5 million in 2018 and $ 216 million in
January-June 2019. However, from July 8, 2019, after Russia banned direct flights to Georgia, the lari began to
depreciate against the US dollar. Accordingly, the National Bank sold USD 92.8 million in the foreign exchange
market in August-November to stop the excessive depreciation of the GEL. The lari began to strengthen in midDecember 2019 and the trend continued until March 10, 2020, however, amid problems arising from the global
pandemic of the coronavirus, the lari began depreciating against the US dollar on March 10 and reached a record
high on March 27 when the US $ 3.48. Due to the second wave of the pandemic and the political instability
resulting from the elections, the GEL exchange rate depreciated by 8.0% between September 1 and November
30. In total, the National Bank sold $ 916 million in the foreign exchange market in 2020 to curb the excessive
depreciation of the lari.
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Also, any volatility of the lari depends on several political and economic factors, including the control of
inflation by the National Bank and the government. According to Geostat, annual consumer price inflation
in Georgia was 6.7% in 2017, 1.5% in 2018, and 7.0% in 2019. The deviation of inflation from the NBG 3%
target in 2019 was mainly due to the realization of external risks and the increase in tobacco excise tax, the
effect of which was expected to weaken by the beginning of 2020. However, against the background of the
spread of the coronavirus, the depreciation of the lari has put significant pressure on the price level, and in
the first half of 2020, inflation remained above 6%. Due to reduced domestic demand and a high base in
2019, inflation in the second half of 2021 had declining dynamics and annual inflation in December 2020
was 2.4%. It should be noted, however, that the decline in inflation targets at the end of the year was
largely due to government subsidies for utility bills. Between April and August 2020, the NBG reduced the
monetary policy rate by 1.0 pp to 8.0%. However, in April 2021, it again had to tighten its policy in response
to increased inflation expectations, and on April 28, 2021, it reached 9.5%. Annual inflation was 7.2%
during the period. According to the NBG, the exit from the tightened monetary policy is expected in the
medium term and will depend on the dynamics of both demand and supply factors.
Maintaining inflation targets plays an important role in the sustainable development of the economy. High
inflation can lead to instability in the foreign exchange and financial markets, weakening consumers'
purchasing power and reducing their confidence. All this can lead to a low level of economic performance
in Georgia and have a significant negative impact on the businesses of the company's corporate clients,
which, in turn, has a negative impact on the company.

5.3 As the company operates only in Georgia, changes in the Georgian economy will affect it;
As company operates in Georgia, all it’s revenues are generated in this country. The Company 's operations are
significantly affected by the current financial and economic events in Georgia, especially the economic activity of
Georgia, and this impact will continue in the future. Factors such as GDP, inflation, interest rates and exchange rates,
also unemployment, personal income and financial condition of companies, have a significant impact on consumer
demand for the company's products and services.
The impact of the crisis caused by the Covid-19 pandemic this year was difficult for the Georgian economy, as it
significantly affected the tourism sector, which has high share in the Georgian economy. According to Geostat, in
2020 the Georgian economy will reduce by 6.2% compared to 2019. The economic downturn has had a negative
impact on most sectors of the economy, including the impact on the real estate market: hotel, commercial space and
residential segments. This is due to the fact that these sectors are closely following the economic cycles. However, the
International Monetary Fund predicts that economic activity is expected to recover from 2021 and real GDP growth
is projected at 3.5%. According to the information, the Georgian economy grew by 5.0% in 2019, by 4.8% in 2018,
by 4.8% in 2017, and by an average of 3.5% in 2015-2016.
Georgia's economic growth still faces significant threats, including exchange rate fluctuations, weakening financial
stability, inflation, budget execution, and capital outflow risks. The market crisis and the deterioration of the economy
in Georgia may lead to a reduction in consumer costs and a serious negative impact on the liquidity and financial
condition of the company's customers in Georgia. Uncertain and unstable global economic conditions due to the virus
could lead to significant political and macroeconomic reforms worldwide, which in turn will have a significant impact
on the Georgian economy, which will have a negative impact on the company's business, financial condition and
operations results.
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The activities of the company include various sub-sectors of construction, production and services. These activities
may be influenced to varying degrees by the economic development cycles of the respective sectors. The change, time
and quality that can occur under normal conditions for this or that field is largely unpredictable. In the event of a
downturn in the industry, unfavorable economic and market conditions may reduce the demand for leasing services,
while an increase in default on customers and a deterioration in the quality of leasing assets will adversely affect the
company’s operations, financial condition and operating results.

6. Risks related to neighboring countries and the region
6.1. Regional tensions may adversely affect the local economy and the company's business;
Georgia borders Russia, Azerbaijan, Armenia and Turkey, and political tensions within its borders and in neighboring
countries could negatively affect it. In particular, since gaining independence in 1991, Georgia has had conflicts with the
separatist regions of Abkhazia and the Tskhinvali region / South Ossetia and with Russia. These conflicts have led the
country to separate acts of violence and disruption of peacekeeping operations. In August 2008, the Tskhinvali / South
Ossetia conflict escalated. The Georgian military has engaged in fighting with local armed groups and the Russian army,
which has crossed the international border into Georgia and declared a state of war. Although Georgia and Russia,
mediated by France, signed a ceasefire agreement that required Russian troops to leave the country by the end of that
month, Russia violated the agreement and recognized the independence of the breakaway regions. Consequently, tensions
continue as the Russian army continues to occupy Abkhazia and the Tskhinvali region / South Ossetia. For example, in
the summer of 2013, Russian border guards erected barbed wire fences along some parts of the demarcation line between
Georgia and South Ossetia. Such actions will exacerbate tensions in the future. Russia also opposes NATO's eastward
expansion, which would potentially include countries in the former Soviet Union such as Georgia. The Georgian
government has taken some steps to improve relations with Russia, but these steps have not brought any official or legal
changes in the relations between the two countries.
At the same time, the Armenia-Azerbaijan war in September-October 2020, which had a negative impact on the economic
situation in the region, showed negative expectations for the recovery of the region's economics in 2021. However, on
November 10, a ceasefire agreement was reached, which reversed the situation - calming political tensions in the region
and, consequently, neutralizing negative expectations.
Tensions are also rising between Turkey and Russia. Tensions between the two countries escalated following a 2015
incident in which a Turkish fighter jet shot down a Russian fighter jet on the Turkish-Syrian border. The conflict in Syria
is also provoking disagreements, where Russia and Turkey are supporting opposing forces.
Geopolitical tensions between Ukraine and Russia could also negatively affect Georgia's economy. The Russia-Ukraine
conflict started at the end of 2013 and the decline of the Ukrainian economy in 2014-2015 was further caused by the
above-mentioned conflict. The United States and the European Union have imposed trade sanctions on Russia, as well as
various Russian and Crimean officials, including several Russian banks and companies. The Russia-Ukraine conflict
escalated 7 years later in April 2021, when Russia deployed 50 military battalions and 15,000 troops near the occupied
territories. Fire broke out and several Ukrainian soldiers were killed. Subsequently, with the involvement of the
international community, Russia withdrew its troops. Political instability in Ukraine, civil unrest and military conflict,
the continuation or escalation of the geopolitical conflict between Russia and Ukraine, growing uncertainty, increasing
regional, political and economic instability, and the deterioration of Georgia's relations with Russia may have a lasting
effect on Georgia.
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In 2020, the conflict between Azerbaijan and Armenia in Nagorno-Karabakh escalated. The Prime Minister of Armenia,
Nikol Fashinyan, said that Azerbaijan had launched a military offensive in Nagorno-Karabakh. A state of war and universal
military mobilization was declared. A ceasefire agreement was signed in Moscow on October 10, 2020, although on
October 11, Armenia and Azerbaijan reportedly bombed each other's cities. Azerbaijan has accused Armenia of attacking
major cities overnight, saying the country had violated a ceasefire agreement reached in Moscow on October 10.
The continuation of the Karabakh conflict may have a negative impact on foreign direct investment in the region,
including Georgia, and the tourism sector. Also, the political or economic stability of Georgia can be affected by any of
the following:
• Deterioration of Georgia's relations with Russia, including those related to border and territorial disputes;
• Changes in the importance of Georgia as a transit country for energy carriers;
• Changes in the volume of assistance provided to Georgia or the ability of Georgian producers to access the world's export
markets;
• Significant deterioration of relations between the countries of the region.
• Deteriorating economic and financial situation in the countries of the region.

6.2. Destruction of Georgia's neighboring markets may have a negative impact on the Georgian economy;
Georgia's economics depends on the economics of the countries in its region (Azerbaijan, Armenia, Russia, Turkey).
Azerbaijan and Armenia have historically been the two largest markets for Georgian exports, and according to Geostat,
their share of Georgia's total exports in 2019 was 13.4% and 11.4%. In 2020, the share of Azerbaijan decreased slightly,
while the share of Armenia significantly decreased in the total exports of Georgia, amounting to 13.2% and 5.6%,
respectively. Russia is also one of the largest markets for Georgian exports. According to Geostat, its share in total exports
for 2016 was 9.8%, in 2017 14.5% and in 2018 13.0%, and in 2019 13.1%. Russia's share in 2020 was 13.2%. Turkey is the
largest importer of Georgia, and according to Geostat, its share in total Georgian imports was 15.7% in 2018 and 17.0% in
2019. Turkey’s share remained high at 2020 and accounted for 17.5% of total imports. According to Turkstat, the Turkish
economy grew by 3.0% in 2018. It should be noted, however, that the economy shrank by 2.7% in the fourth quarter of
2018, which continued in 2019 (-2.6% in the first quarter and -1.7% in the second quarter) and this was mainly due to
political instability, unfavorable geopolitical developments, sharp depreciation of the Turkish lira and With high inflation
(annual inflation was 20.3% in December 2018, while it was 11.8% in 2019). All of these pose potential obstacles to further
economic growth. In recent years, Georgia's dependence on Russia in terms of exports, tourism and remittances has
increased significantly. For example, in 2019, goods exported from Georgia to Russia accounted for 2.2% of Georgia's GDP,
tourism revenues accounted for 4.0% of GDP, and remittances from Russia accounted for 2.5% of GDP. Such a high
dependence on a country carries certain risks and what negative effects it will have on the Georgian economy will depend
on the severity of any political, economic or foreign crises, which in turn may have a material adverse effect on the
company's business, financial condition and operating results. Any further economic failure or crisis in Georgia's
neighboring countries may have a strong negative impact on the country's economy. Although the spread of the virus in
Georgia remained at a minimum in the first 8 months of the year, new cases of the virus have increased significantly since
September 2020, with peak levels occurring in late November and the first half of December. In January-February 2021,
daily cases of covidia decreased significantly, although an increase has been observed since the end of March, and as of
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April 23, there are 13,257 active cases in the country (a total of 301,531 cases, 284,286 people have recovered). At the same
time, we see an even worse picture in the region, which will have an impact on the economics of neighboring countries,
and then it is expected to be transmitted to Georgia through indirect channels. However, in the conditions of growing
uncertainty, it is difficult to say exactly what effect the developments in the region will have on the Georgian economy.

6.3. Political and governmental instability in Georgia will have a significant negative impact on the local economy and the
company's business;
Since gaining independence from the former Soviet Union in 1991, Georgia has undergone a significant political
transformation from a republic within a federal socialist state to an independent sovereign democracy.
Georgia faces several challenges, one of which is to pursue further economic and political reforms. However, favorable
reforms for businesses and investors may no longer continue or be reversed; Also, such reforms and economic growth may
be hampered by any changes that would affect the continuation or stability of the Georgian Dream government, and / or
the refusal of the president, parliament, or other institutions to pursue reform policies.
In October 2010, the Parliament of Georgia approved amendments to the Constitution of Georgia, which provided for the
expansion of the governing powers of the Parliament, the increase of the powers of the Prime Minister of Georgia and the
reduction of the functions of the President. In March 2013, the parliament unanimously supported the constitutional
amendments, which further reduced the functions of the President of Georgia. Any subsequent change of powers of the
Parliament, President or Prime Minister of Georgia may lead to a political crisis or political destabilization or otherwise
adversely affect the political climate in Georgia.
In the presidential elections held on October 28, 2018, none of the candidates received more than 50% of the votes and,
consequently, the second round of the presidential elections was scheduled. The pre-election environment was quite
tense. According to the results of the second round, the candidate supported by the government won. This fact caused
dissatisfaction among the opposition leaders and their supporters. In the future, political tensions / unrest may have a
negative impact on the local economy and, consequently, on the company's business.

7. Risks related to the legislative and judicial systems
7.1. There may be challenges related to the harmonization of Georgian legislation with EU legislation, which requires a deep
and comprehensive agreement on a free trade area;
On June 27, 2014, Georgia signed an Association Agreement with the European Union and established a Deep
and Comprehensive Free Trade Area with the European Union, which provides for the liberalization of bilateral
trade with the European Union. The implementation of the Association Agreement with the EU is expected to
create new opportunities for business, although it may also create challenges for enterprises, households and the
state. In order to implement the Deep Association Agreement with the EU and the Deep and Comprehensive
Free Trade Agreement, Georgia needs to align its legislation with EU trade and sectoral legislation, which will
address challenges, especially in the areas of environmental and consumer safety, including product and
information security. .
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Since Georgia became a member of the World Trade Organization in 2000, it has been gradually harmonizing
its trade legislation with EU norms and practices. Recent changes in the regulation include amendments to the
Labor Code in 2013 aimed at bringing Georgia's labor regulations closer to their commitments under the EU
Association Agreement and the Deep and Comprehensive Free Trade Agreement. The changes required
employers to pay overtime hours, increased compensation for dismissal (in the amount of one to two months'
salary), enhanced workers' rights to appeal employers' decisions, expulsion from employment without a clear
reason, and a working reason.
Other changes may occur in government policy, including changes in the implementation or approach of
previously announced government initiatives. In addition, the implementation of the Association Agreement
with the EU may place a significant burden on regulators, divert their resources from ongoing reforms and slow
down their effectiveness.
As a result of the expected changes in the field of regulation to achieve harmonization with the EU legislation,
the Company may be required to change its policies and procedures to comply with any changes to the laws and
regulations. For example, the company made changes to its labor contracts to reflect the aforementioned changes
to the Labor Code. The Company expects new changes to occur, although it cannot predict how much these
changes will affect it or whether it will be able to comply with any such changes.
In addition, under the EU Association Agreement, securities legislation is being approximated with European
legislation. For example, a number of legislative changes came into force in 2020 to bring them closer to
European law, including a law banning the use of insider trading, market manipulation and illegal disclosure of
insider information. Requirements for their periodic submission and disclosure of financial information are
defined. In addition, amendments to the Law of Georgia on Entrepreneurs and the Law on Competition are
planned, due to which the company, as an accountable enterprise, may be subject to additional regulations.

7.2. The unclearness in the Georgian tax system may in the future lead to the correction of the company's tax liabilities or
the imposition of fines on the company. It is also possible to change the tax legislation and policy in force in Georgia;

Compared to countries with more developed market economies, tax legislation in Georgia has not existed for a long
time. This creates problems in enforcing tax law because it is vague or misinterpreted, putting companies at risk that
their efforts to comply with tax law may be questioned by tax authorities.
In addition, these tax laws are subject to changes and additions, which may create unusual difficulties for the company
and its activities. The new tax code came into force on January 1, 2011. There are differing opinions regarding the
interpretation of different provisions of the Tax Code between state ministries and organizations and within them,
including the tax authorities, which creates uncertainty, inconsistency and conflicts. In addition, the Tax Code
provides for the adoption of a preliminary tax decision by the tax authorities of Georgia on tax issues raised by
taxpayers. While the Company believes that the Company is currently complying with tax law, it is possible that the
relevant authorities may take a different position on their interpretation, which may result in tax adjustments or
penalties. There is also a risk that the company will incur fines and penalties as a result of regular tax audits.
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In addition, tax legislation and government tax policies may change in the future, including as a result of a change of
government (see "Political and government instability in Georgia can have a significant negative impact on the local
economy and us"). Such changes may include the introduction of new taxes or an increase in the rate of taxes applied
to the Company or its customers, which in turn will have a serious negative impact on the Company’s business.
Changes in corporate income tax rules came into force in May 2016. Only retained earnings, which are defined as
cash or non-cash dividends, are subject to taxation, and reinvested earnings between distributors - individuals or nonresident legal entities - are no longer taxable. It should be noted that this change does not apply to companies in the
financial sector and for them the old method of profit taxation (in the amount of 15% of taxable profit). All significant
amendments to the Tax Code came into force on January 1, 2017.

7.3. Uncertainty in the Georgian judicial system, including any arbitrary or inconsistent future action by the state in Georgia,
may have a negative impact on the local economy, which in turn may harm the company's business;
Georgia still has an adequate legal framework for the proper functioning of a market economy. Only recently have civil, tax,
and administrative law been introduced. (For example, the introduction of the institute of criminal jurors, the imposition of
criminal liability on a legal entity, the Estonian model of profit tax). The recent introduction of such legislation and the rapid
development of the legislative system have raised doubts about the quality of laws and enforcement, as well as uncertainty
and inconsistency in their application. In addition, the Georgian judicial system suffers from a lack of professionals and serious
reforms are underway in this system. Judges and courts in Georgia generally have less experience in business and corporate
law than in other countries, particularly in Europe and the United States. Uncertainty in Georgia's judicial system may have a
negative impact on the country's economy, which in turn may have a significant detrimental effect on the Company's
business, its financial condition, and its performance.

8. Risks related to the regulatory framework
8.1. Regulations in this and other industries may negatively affect the Company
In Georgia there are constantly new reformes about plans for rapprochement with the EU, which may have a
negative financial impact on the company. In addition, controls on licenses required for the operation of a hotel
or part of it (such as a casino) may be tightened or increased, reducing the company's profitability. In addition,
regulations may apply to the sale of alcohol. The introduction of such regulations is an event developed
independently of the company, which is difficult to predict and which may have a negative impact on the
financial condition of the company.

8.2. If in the future the Company fails to comply with any applicable regulations relating to money laundering or terrorist
financing, or if the Company associates with them, this may adversely affect the Company.
Although the company compliances with the requirements of the current legislation aimed at preventing the company
from using money laundering as a means of facilitating it, there is no guarantee that these measures will be fully effective.
If the Company fails to comply reporting requirements or other anti-money laundering regulations in the future on time,
or if it is associated with money laundering or terrorist financing, this may have a material adverse effect on the Company.
In addition, participation in such activities may result in regulatory fines and sanctions.
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9.

Force Majeure

9.1. Business operations are affected by natural disasters, epidemics and other business disruptions that may adversely
affect the Company's future revenue and financial position and increase costs.
The Company’s services and operations are vulnerable to damage or disruption caused by storms, earthquakes,
power outages, telecommunications malfunctions, terrorist acts, war, human error and similar events. Significant
natural disasters such as hurricanes, earthquakes, fires, and floods can have a serious negative impact on a company’s
ability to run a business, and insufficient insurance coverage to compensate for the damage caused. In addition,
there is a risk of mass epidemics spreading in the future, which could hurt not only the company but also paralyze
the economy nationwide and worldwide. Any of the above events will reduce customer confidence and therefore
the number of leases issued to them. Any such event will have a serious adverse effect on the business, financial
condition, results of operations, prospects or cash flows.

Risks related to the bonds
10. Risks associated with market price, liquidity and interest rate of bonds
10.1.

10.2.

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, financial position of the
company or other factors, some of which may be beyond the control of the company.

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.
The total volume of exchange and non-exchange transactions of public corporate bonds issued in the market during
2019 has been US$29 million. During the same period, the average volume of bonds on the market reached about
US$103 million. The volume of secondary transactions on GEL corporate bonds issued in Georgia for the same period
is equal to 0.

10.3.
Investors whose financial activities are denominated in a currency or currency unit other than that of the bonds
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 Dollar. These include the risk that exchange rates may significantly change (including changes due
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to devaluation of the Georgian Lari 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 Georgian Lari 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 on the Bonds.

10.4.

The bonds have a call option, which carries certain risks for investors.
The bonds have a call option, which means that if the company uses this instrument, the bondholders will receive the
full principal amount and the interest accrued on the call option date. This will be less than the intereset bondholders
would have received in case of maturing the bonds.
There is the risk that if interest rate fall in the market, company may use this option. In this case, bonholders will have
to reinvest the funds at lower interest rates, which means that they will receive less return on their funds, than they
would have, had the company not exercised the call option..

11. Risks associated with rights attached to bonds

11.1.

The bonds constitute unsecured obligations o the company;
The liabilities of the company under the bonds are the unsecured liabilities of the company. Accordingly, any bond
requirements for the Company will not be secured. According to the Law of Georgia on Rehabilitation and
Collective Satisfaction of Creditors secured creditors have an advantage over unsecured creditors over collateral
for them, or secured creditors. The issuer's existing loan liabilities belong to the category of secured creditors, while
the liabilities of the “bondholders” belong to the category of unsecured receivables. According to the law, in case
of bankruptcy of the issuer, the amount of insolvency will be distributed in the following order: A) Expenses of the
bankruptcy regime (which in turn includes the expenses of the process provided for in Chapter V of the Civil
Procedure Code of Georgia; remuneration of the bankruptcy manager; Cost of various professional services
purchased); B) debts owed to the issuer after the court has declared the insolvency application admissible and the
decision to open bankruptcy proceedings, including tax liabilities arising after the commencement of bankruptcy
proceedings; C) Preferential claims - 3 months 'salary and leave expenses (excluding debtor's directors and members
of the supervisory board, as well as their family members' salary and leave expenses) payable before the insolvency
application is admissible In the amount of GEL 000); D) Preferential tax claims - amounts of indirect taxes provided
for by the Tax Code of Georgia, incurred for the last 3 years before the court declares an insolvency application
admissible; E) Unsecured claims, including the amount of taxes incurred before the declaration of insolvency is
admissible, which are not covered by other sub-paragraphs of Paragraph 104 (1) of the Law on Rehabilitation and
Collective Satisfaction of Lenders - This category includes claims of "bondholders".
A company’s ability to meet similar requirements will depend, among other factors, on its liquidity, overall financial
strength, and ability to attract assets.

11.2.

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.

11.3.

The erms 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
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manner contrary to the majority. (See Section 11. Bond Issues in Prospectus Chapter 11. "Meetings of
Bondholders, Changes, and Waivers")

12. Risks associated with the regulations/legislation regarding bonds and their holding

12.1.

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.
A change in the tax regime for bond income earned by bondholders in the future, may have a negative impact on the
amount of net income earned by bondholders.
There may be changes in the securities legislation, including changes that may adversely affect the issuance of bonds,
their registration, placement, trading on the stock exchange, as well as trading and settlement procedures on both the
stock exchange and the non-exchange market.

12.2.

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. Additionally, the issuer has
no responsibility in case of an error made by separate entities while making payments.

12.3.

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.
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USE OF PROCEEDS
Net proceeds from the issuance of bonds with a total nominal value of $ 12,000,000 (twelve million) will be used
to refinance the $10 million bonds (ISIN: GE2700603840) issued in August 2019, with a maturity of August 9,
2021, the remaining amount will be invested in working capital. Net proceeds from the issuance of bonds with a
total nominal value of up to 3,000,000 (three million) euros will be invested in working capital. The net proceeds
from the issue of bonds after placement agent, registrar, stock exchange, depository and other commissions related
to the issuance of the bonds will not be less than USD 11,760,000 and EUR 2,940,000.
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Registration document
People Responsible for the Preparation of the Document

Eldar Akhvlediani - LTD “Georgian Leasing Company” General Director
Giorgi Jgarkava - LTD “Georgian Leasing Company” Deputy General Director
Zurab Kokosadze - Chairman of the Supervisory Board of Georgian Leasing Company Ltd

Declaration from the People responsible for Preparation of the Document
Responsible people declare that “all the material information that is known to them is included in the prospectus and there has
not been any omission that would affect the plot of this document.”
Financial auditor of issuer
Issuer’s financial auditor is EY, Identification code: 204441158. Address: Georgia, City Tbilisi, Old Tbilisi district, K.
Abkhazi street N44. Gmail: info@ge.ey.com
The change of financial auditor did not occur during given periods
Third persons and experts
By the end of 2020 the company's real and movable assets had been evaluated by the Colliers International Georgia“.
Company address: Merab Aleksidze N12, 0171 Tbilisi, Georgia. Tel: +995 32 222 4477. Website: www.colliers.com/georgia
The managing director of the company is Irakli Kilauridze. He has more than 15 years of experience in real estate investment
management, development and sales. He was educated at Harvard Business School (HBS) and the European School of
Management (ESM). He also has significant experience in attracting investors and funds. he has participated in raising funds
for projects implemented in Georgia, which totals more than $ 500 million.
The head of the company's valuation and consulting services is Nikoloz Kevkhishvili, who has 10 years of experience in the
field of real estate appraisal and market research. He was educated at the European School of Management (ESM). he is a
Certified IVS Assessor and a member of the Royal Institute of Certified Assessors (RICS). He is also a lecturer at the Center
for Professional Development of Assessors (Georgia) and at the Georgian-American University. Before 2019 the company's
real and movable assets had been evaluated by the “Georgian Valuation Company” through its representatives Giorgi
Lezhava and Lasha Lezhava. Company address: Marshal GELovani Ave. 2, 0159, Tbilisi, Georgia. Tel: +995 32 2 37 44 61.
Web site: valuation.ge
The company’s real and movable assets are evaluated by “Cushman and Wakefield” since 2019 (Veritas Brown Caucasus
LTD). Company address : Vazha Pshavela ave. 71, 0186, Tbilisi, Georgia. Tel: +995 32 2 47 48 49. Web-site: cushwake.ge
The managing partner of the company is Nina Kipiani. She has more than 12 years of experience in real estate sales and
leasing. Nina received her bachelor’s degree in business administration at Tbilisi State University
The head of the company's valuation department is Giorgi Buiglishvili, who has 12 years of experience working in this field.
He also holds a Master's degree in Ecological Economics from St. Andrew the First Georgian University.
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Once a year, for the purposes of financial reporting, fully owned assets are fully evaluated by an independent appraiser. We
send to the appraiser the data and location of all terminated contract assets. If it is owned and visual inspection is possible,
then they go to the site, check the technical condition, take pictures and determine the market value based on this information.
Assets that are under execution and not yet available are valued at the assumption that they will be in average condition at
the time of acquisition.
Also, once every six months, the values of the assets in the portfolio are checked by selecting an external appraiser. External
appraisers are also involved as needed in setting minimum selling prices for owned assets.
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Primary activity
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, 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.
In April of 2015 the company acquired 100% share in “Primeleasing” LTD the leasing portfolio of which amounted to GEL 2
million. The portfolio has been transferred to the Georgian Leasing Company’s balance sheet step-by-step. As of the date of
prospectus the portfolio has been transferred fully.
he Company currently (as of 31st of March 2021) has 78 employees. 11 out of this number are employed in “Turbo” offices
in Tbilisi, Rustavi, Batumi and Kutaisi. Its customer base comprises mainly of SMEs and Retail, it also has a few larger
customers. The Company’s products aim to cater to the needs of different customers.
As of March 31, 2021, the Company does not have a credit rating.
The company is registered in the form of Limited Liability Company in Georgia and carries out activities according to the
Georgian legislation. Company Identification Code is 204972155. Address: Petre Melikishvili Avenue N8a / Erekle
Tatishvili street N1, Tbilisi, Georgia. Phone: +995 532 444444; Web site: www.leasing.ge
The company offers its customers different types of products that are tailored to different segments. The company has specific
products for both small and medium-sized businesses, as well as low and high-income individuals. For example, the company
together with Caucasus Auto Import Ltd. developed a very favorable product for used car consumers in 2015. From September
2017, the company started offering a new product for the low-income segment - in the form of pawnshop type financing. In
2019, the product was modified so that the company could offer the best terms for auto leasing to any individual in the market
according to their credit risk.
As of March 2021, the main products of the company and the main features of these products are presented below:
The Company
Products

Finance leasing, including
Back Lease (general
terms),

Auto leasing for
companies (new and used
cars)

State projects:
-Enterprise Georgia
-Georgian regional
development projects
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Leasing
amount
(US$)

Min. 5,000

Min. 2,000

Min. 5,000

Cofinancing

Min. 10%

Min. 10%

Min. 10%

Leasing
term

Max. 5 years

Max. 5 Years

Max. 5 years

Implicit rate

Min. 17% GEL
12% USD
11% EUR

Min. 17% GEL
12% USD
11% EUR

Min 17% GEL

Other requirements


Acceptable asset



Acceptable planned use
of the asset




Overall financial
condition
Insurance



Acceptable asset





Acceptable planned use
of the asset
Overall financial
condition
Insurance



Acceptable asset



Acceptable planned use
of the asset
Overall financial
condition






Insurance



The project must meet
the criteria set by the
state

Comments

·

Interest payments on
these projects are
subsidized by the state,
which makes financing
even more attractive.
· Projects are financed
only in national
currency.



Acceptable credit rating



Overall financial position




Acceptable planned use
of the asset
Insurance



Acceptable credit rating



Acceptable asset




Acceptable planned use
of the asset
Insurance



Overall financial position

Retail Auto Leasing



Acceptable credit rating

(import of cars)



Acceptable asset




Acceptable planned use
of the asset
Insurance



Acceptable credit rating



Acceptable asset



Acceptable planned use
of the asset
Insurance

Operational lease

Retail Auto Leasing (new
cars)

Min. 5,000

Min. 2,000

Min. 1,000

Turbo - Financing used
cars for any (relatively
high, though acceptable)
risk category client

Min. 1,000

0-10%

Min. 10%

Min. 15%

Min. 20%

24-36 months

Max. 5 Years

Max 5 Years

Max. 5 years

Min. 17% GEL
12% USD
11% EUR

Min. 17% GEL
12% USD
11% EUR

19.5% GEL

Min. 21.5%
Max. 40.5%



First operational lease
on the market.

First ever import
financing of light
vehicles with best
conditions on the
market.

Company's Gross portfolio by key business directions is presented below:
000’ GEL

31-Mar-2021

31-Dec-2020

31-Dec-2019

Corporate

71,274

69,865

93,439

Turbo

14,443

15,167

17,766

Other Retail

23,721

25,671

21,570

Prepayments

7,058

3,683

13,820

116,497

114,386

146,595

Total Gross Portfolio

Company’s revenue breakdown by key business directions is presented below:
000’ GEL

3M21

3M20

2020

2029

Corporate

3,333

4,487

18,612

15,696

Turbo

1,198

1,659

6,697

5,995

Other retail

1,718

1,876

7,879

5,748

Total revenue

6,249

8,022

33,188

27,439
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Specialized software
The company uses specialized software (Microsoft Dynamics NAV). This software includes leasing, pricing, tax accounting
and human resource related functions.
Business Continuity Policy
The Company has a Business Continuity and Accident Recovery Plan that outlines a set of procedures and measures to ensure
that the Company's critical business processes are maintained in the event of a crisis and to ensure their immediate recovery in
the event of suspension.
The existence and regular testing of the business continuity plan guarantees the company that unforeseen difficulties in crisis
situations will be avoided and the company will be able to restore and perform the assigned functions and activities smoothly
in a short period of time.
The principles described in the Company Business Continuity Plan are based on the ISO 22301 Business Continuity
Management Standard.
This plan covers both global and local threats.
The following events are considered to be global threats: martial law, natural disasters, pandemics, other events that may lead
to significant disruptions to the company's operations.
These include: fires, hostage-taking, bombing, poison gas, strikes, sabotage, leak/theft of top-secret and highly confidential
information, cyber-attacks, IT system shutdowns and other events that can cause significant disruption to the company.

The risks associated with the company’s business processes are assessed and their criticality is determined as a result of
business impact analysis.
The business continuity plan outlines backup locations for the business functions located in crucial facilities of the company.
The Crisis Management Committee is established in accordance with the Business Continuity Management Policy and is
responsible for crisis management. The said committee is obliged to:
Assess the current event as a crisis situation;
• Decide on the implementation of a business continuity plan;
• Provide information on the implementation of the business continuity plan to the relevant employees;
• Manage the company in a crisis situation;
• Establish contact with state structures;
• Decide on the commissioning of a backup location;
• Establish an emergency management headquarters;
• Provide information on the situation to the company's supervisory board.

The Business Continuity Plan includes several phases of response:
Identifying the event and qualifying it as a crisis situation;
• Identifying the event and qualifying it as a crisis situation;
• Deciding to implement a business continuity plan;
• Period of preparation for the implementation of the BCP plan;
• Period of implementation of the business continuity plan;
• Full recovery phase, transition to full load;
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Leasing asset management policy
Effective management of leasing assets is of great importance for the company. For these purposes, the company has a highly
qualified team and has developed effective processes in order to maintain the lowest possible level of risk.
The Company Leasing Asset Management Policy comprises the following:
All assets are valued individually prior to being leased out
• After being leased out, the assets are monitored - once every 6 months, in some cases (by the decision of the committee) less
frequently. This excludes cars, as there is no need for frequent checks, if the client pays the monthly fee without delay.
• Pictures of all assets are taken and stored along with monitoring acts
 Problems are identified during monitoring, as well, for example, if the customer violates the operating conditions or
if the asset is in a much worse condition than expected, etc.
• In case of non-payment, the asset is seized, photographed and transferred to the warehouse
• All assets are insured (assets leased to risky clients are insured against 'disappearance risk', which means that if the asset
cannot be recovered within 3 months, the insurance company will reimburse the full amount)

Leasing policy and procedures
The company has established procedures for approving and implementation of projects, monitoring of projects, creation of
reserves, overdue tax management and seizure of assets. These procedures are established in the internal documents created by
the company. The graphical matrix of the leasing procedure as of March 31, 2021 is as follows:
The project approval and issuance procedure has been designed for better customer service, service standardization and to
minimize risks of operating activities. This procedure includes internal and supervisory oversight, introduction of special
software and a number of controls to avoid errors and / or fraud.
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Note: Leasing software of the Company “Microsoft Dynamic NAV” was created on the basis of the best practice, by the
recommendation of EY, 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.
Assets leased to physical persons (vehicles) are not monitored.

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
launched in 4th quarter of 2018) In case the client does not make the payment Company follows the folloing procedures:
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Provisioning procedure
The Company methodology of creating reserves is fully based on International Financial Reporting Standards (IFRS 9), which
implies that the methodology and calculation depend on future assumptions and trends.
For reservation purposes, the company divides the leasing portfolio into 2 parts (legal entities and individuals), which in turn
are also divided into two categories:


Corporate:
o Construction sector;
o



Legal entities. Except for the construction sector;

Individuals:
o

Turbo;

o

Individuals other than turbo;

For all four categories, the Company uses a collateralized approach, which means that for each leasing project, the Company
estimates the value of the leased asset and compares it to the lease receivables, multiplying the difference by probability of
project default.
The probability of project default is calculated from the statistics of the last three years, which in turn is adjusted by the
probability of possible future solvency of clients. The principle of calculating the probability of default for all four categories
of reservations is similar, although the statistics differ and the probabilities of default obtained accordingly.
The probability of future solvency of customers is calculated according to the macroeconomic forecasts published by the
National Bank of Georgia. In particular, for both legal entities and individuals, a correlation is established between historical
default inflation and macroeconomic outcomes. The probability of possible future solvency of customers is determined
according to the obtained correlation and forecasted macroeconomic parameters.
As of December 31, 2020, the reserve of the leasing portfolio amounted to 3,951 thousands (2019: GEL 2,415 thousands), and
as of March 31, 2021, GEL 2,489 thousands. This number was issued by the company's management and is based on subjective
assumptions. This number has not been verified by the auditor). Despite the pandemic and the economic crisis, the company
wrote off claims worth up to GEL 40 million by 2020, resulting in a reduction in the leasing portfolio reserve.

Asset repossession procedure
Ownership of an asset is restored when the lessee can no longer pay and the lessor (company) decides to restore
ownership of the asset, in particular under Article 580 (4) of the Civil Code of Georgia: “Upon expiration or early
termination of the lease agreement The lessee, if he does not use the property or does not have the right to purchase the
property or to lease it for an additional period, is obliged to return the property to the lessor in the condition specified in
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Paragraph 1 of this Article. ” Terminate the leasing agreement if the lessee substantially violates its obligations."In
accordance with these norms, the parties agree in accordance with paragraph 15.4 of the Additional Leasing Agreement: Return it to the lessor by the act of surrender and at its own expense. The lessee is liable for any damage caused to the
subject of the lease, which may be attributed to the subject of the lease for acceptance by the lessor before the transfer of
the subject of the lease. The lessor is entitled to dispose of the subject of the lease returned after the termination of the
contract at its own discretion. ”
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Primary markets
Overview of leasing markets in Georgia
The history of the Georgian leasing market dates back to 2001, when Tbiluniversalbank established the first leasing company
- the issuer. As a result of the merger of Tbiluniversalbank and the Bank of Georgia in 2005, the first leasing company
became subsidiary of the Bank of Georgia and currently operates on the market as Georgian Leasing Company.
Currently, the leasing market is distributed mainly among two companies: TBC Leasing - a subsidiary of TBC Bank, which
joined the market in 2003 and Georgian Leasing Company. The third leading player in the market, albeit with a relatively
small portfolio, was Alliance Group Leasing, which has joined the leasing sector since 2006. however, the company ceased
to operate in the market in the first quarter of 2020. Other active companies in the leasing sector are Liberty Bank, Mogo
Ltd., which mainly offers car leasing to individual customers and companies, as well as the microfinance organization Swiss
Capital and other microfinance organizations or non-banking institutions, however, their market share is relatively small.
As of 2020 the total portfolio of the leasing sector (meaning the total portfolio of the 2 major companies) was US$ 126.3 million
, which was almost 3 times more than in 2007. It should be noted that Georgian Leasing sector grew steadily over 2007-19,
excluding the uncertainty caused by the crisis of 2008-09 and the economic slowdown of 2012, which had a negative impact
on the leasing sector. In addition to the economic crisis of 2008-09, the Russian-Georgian conflict has also had a negative
impact on the sector. As a result, the total portfolio of the leasing sector almost halved to $ 17.1 million in 2009 and $ 14.8
million in 2010. Legislative changes introduced in 2011 (discussed below) contributed to the growth of the sector, resulting in
the increase of sector's total portfolio by 3 times in 2011. 2014-16 . In 2014-16, the commodity price crisis and the depreciation
of GEL slowed down the growth of the sector. However, despite the negative developments among Georgia's major trading
partners, the Georgian economy remained stable. With the revitalization of the economy in 2017, the growth rate of the leasing
sector accelerated and in 2017 the total portfolio of the sector increased by 63.1% compared to the previous year, while in
2018-19 the growth was 46.5% and 25.8%. As for 2020, the volume of the leasing portfolio decreased by 24% annually to US$
126.3 million, which is explained by the volatility of the exchange rate and the economic crisis caused by the Covid-19
pandemic. Along with the activation of the economy, the growth of the leasing sector was facilitated by the increase of leasing
awareness, the offer of new leasing products, the increased activity / profitability of small and medium-sized businesses, as
well as the growing fleet, etc.
It is shown below leasing portfolio dynamics chart in 2007-21, million $
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43.4

48.7

49.8

55.3

14.8

0

Note: Graphs include total portfolios of the 3 leading companies on the market (TBC Leasing, Georgian Leasing
Company and Alliance Group Leasing), Alliance Group Leasing ceased to operate in the market in the first quarter
of 2020, however, its portfolio was already small, averaging $ 2.3 million in 2014-19.
Source: Company Information
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It should be noted that as a result of legislation changes in 2011, the Georgian leasing sector has undergone a significant
transformation. In particular, several changes were made to the Tax and Civil Code of Georgia, which simplified tax
administration in the leasing sector and reduced the tax burden on leasing companies. Until 2011, leasing companies, unlike
companies in other sectors, could not use 100% depreciation method. In addition, the new legislation made it possible to create
a reserve for bad leases and write off 80% of the lease value in case of more than 60 days overdue, which significantly reduced
the effective tax on profits. The updated Tax Code also allows for the calculation of effective property taxes on leasing assets
for the lessor (also taking into account bad leases). Additionally, VAT is paid in proportion to the lease payment (according to
the leasing schedule), which is an additional benefit.
In addition, two important legislative changes that affected the leasing sector were made in 2018-19. Due to the high level of
dollarization in the country, the National Bank launched a larization program in 2017, which included the leasing sector in July
2018. Leasing payments receivable from physical persons (including individual entrepreneurs) can’t be tied to or indexed in
foreign currency in any form, unless the leasing amount exceeds GEL 100,000 (the limit has been increased to GEL 200,000
since January 2019). Also from January 2019, an upper limit of 50% has been imposed onto the annual effective interest rate
for leasing to individuals (including individual entrepreneurs). Although the share of the retail portfolio in the Georgian leasing
sector is already low, it is expected that the new regulations will further reduce the growth of the retail portfolio.
Leasing market’s potential for growth
Despite the significant growth of the Georgian leasing sector (average growth of 24.0% over 2012-20), the share of the total
leasing portfolio in relation to GDP is still quite low - only 1.0% in 2020 (1.1% in 2019, 0.9% in 2018 and 0.6% in 2017; source
Geostat; company information). It should be noted that in total leasing portfolio to GDP ratio, Georgia is ahead of the
neighboring Turkey (0.4%) and Ukraine (0.5%), however, it significantly lags behind the indicators of Eastern European
countries. In particular, according to 2019 data, the share of the leasing portfolio in GDP in Estonia is 4.2%, in Lithuania 3.8%,
in Poland 3.4%, in Latvia and Bulgaria 2.8% and 3.0% (source: White Clarke Group – Global Leasing Report 2020; Galt &
Taggart) . Given the small size of the leasing sector, there is significant potential for sector growth in Georgia
At the same time, at present, the awareness of leasing products in Georgia is low. Financial leasing has certain advantages
over bank lending and is especially convenient for start-ups, since banking sector has more conservative, stricter
requirements. Unlike a loan, no additional collateral is usually required in case of leasing. In addition, the company has no
obligation to pay property tax on the leased asset. Leasing has its advantages in terms of taxation as well, leasing taxes are
incurred in expenses, which reduce the taxable profit and, consequently, the profit tax. In addition, the company has no
obligation to pay property tax on the leased asset because the company uses the asset but is not considered its owner; Leasing
has its advantages in terms of taxation as well, with the full extent of leasing payments being incurred in operating expenses,
which reduces the taxable profit base and, consequently, the profit tax. In addition, leasing companies can benefit from
preferential terms at the expense of long-term relationships with suppliers and, consequently, offer more favorable terms to
the lessee, and the seller's risk is entirely transferred to the lessor.
Along with the relatively small size of the sector, raising awareness of leasing products will further contribute to the
development of the leasing sector in Georgia. It should be noted that despite the difficult 2020, the International Monetary
Fund (IMF) expectations for economic growth in Georgia are high compared to other countries in the region. According to the
IMF forecast for April 2021, economic growth in Georgia in 2021 will be 3.5%, in Azerbaijan 2.3% and in Armenia 1.0%, and
in 2022 the economy of Georgia is expected to grow by 5.8%, by Azerbaijan by 1.7% and by Armenia by 3.5%. The recovery
of the economy will contribute to the growth of the leasing portfolio in 2021-22.
The company's expectations in the medium term are optimistic. The relatively small size of the sector, the increased
awareness of leasing products, the increased profitability of companies and the increased productivity of small and mediumsized businesses will significantly contribute to the growth of the sector in the medium term.
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Graph 2 : share of leasing portfolio in GDP, 2019
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Source: White Clarke Group, Galt&Taggart
The demand for lease financing is mainly created by business entities, especially small and medium-sized businesses. As for
retail customers, leasing most often finances the purchase of a car, although the main leasing companies (TBC Leasing and
Georgian Leasing Company) focus on large, small and medium-sized enterprises. During the last decade, a number of
structural reforms have been carried out to improve the business environment in Georgia. This has significantly contributed
to the development of business in the country. In particular, the amount of corruption has been reduced, tax and customs
procedures have been simplified, public services have been improved, and the number of taxes has been reduced (out of 21
taxes in 2004, only 6 are in force today). Additionally, the so-called Estonian model of profit tax was developed and the
automatic VAT refund reform was implemented, which improved financial position of Georgian companies and created the
basis for healthy growth of the corporate sector. It should be noted that according to the World Bank 2020 report - "Ease of
Doing Business", Georgia ranked 7th among 190 countries. As a result, the number of active businesses operating in Georgia
has been growing steadily, reaching 202,125 as of April 2021.

Graph 3: Number of active businesses in Georgia
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Graph 4: Active businesses by regions, Apr-2021
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The revenue of small and medium-sized entities in Georgia almost tripled over 2008-19 and amounted to 17.2 billion USD in
2019. This was 44.5% of the revenue of the total business sector. As for 2020, the changes and restrictions caused by Covid19 have particularly affected small and medium-sized businesses, as given their size, these businesses are characterized by
relatively low resilience and high vulnerability to economic fluctuations. In addition, switching to online sales for small and
medium-sized businesses and adapting their own business model to a new reality was associated with more resources and
effort. As a result, in 2020, the turnover of small and medium-sized entities decreased by 25.5% y / y and amounted to US$
12.8 billion. It should be noted that excluding the exchange rate effect, the above-mentioned turnover decline was 7.9% in
2020. The additional value created by small and medium-sized businesses amounted to $ 4.9 billion in 2019, this was a decrease
of 1% over the previous year and 59% of the total additional value created by the business sector. It should be noted that the
government actively promotes development of the private sector, for example, the introduction of the so-called Estonian model
of taxation in 2017 (companies do not pay profit tax on reinvested and / or retained earnings) has had a positive impact on
companies operating in Georgia. In 2017, fixed asset investments by Georgian companies increased by 13% year-on-year to $
2.2 billion, largely due to increased investment by large companies. Large companies noticed the opportunity that the Estonian
model offers companies (the possibility of reducing profit tax) and actively used this opportunity. As a result, their fixed asset
investments increased by 29.1% year-on-year in 2017 and amounted to 1.4 billion USD. Investments in fixed assets totaled $
1.7 billion in 2019 (-11.7% y/y), half of which ($ 0.88 billion) was made by small and medium-sized businesses.
Graph 6: SMEs investments in fixed assets, US$ mn

Graph 5; Value added by SMEs, US$ mn
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medium enterprises

Small enterprises

Source: GeoStat
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In recent years, the productivity of employees in small and medium-sized businesses has been growing in Georgia (This
indicator is calculated based on the number of employees divided into product output). Employee productivity is one of the
best indicators of business success. In 2018-20, medium-sized companies have had higher employee productivity rates
compared to large companies. As for small companies, the productivity rate of employees is the historical low, although it is
growing quite fast. In 2020, the productivity of employees in large and medium-sized companies decreased, while in small
companies, on the contrary, increased. The latter is explained by the fact that in 2020In 2020, small companies were forced to
make staff changes, lay off employees, and redistribute workload to existing resources. As for large and medium-sized
companies, despite the pandemic, they were able to retain the majority of employees. According to preliminary data from
Geostat the number of employees in large companies remained almost unchanged in 2020, in medium-sized companies it
decreased by 5.4% compared to the previous year, while in small companies it decreased by 28.8%.
It should be noted that the productivity of Georgian employees is significantly lower than their European counterparts. This
indicates more opportunities to increase productivity. Increasing the use of modern technologies will significantly contribute
to the growth of the leasing sector.

Graph 7: employee productivity in companies, US$ per 1 employee
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In addition to the abovementioned, imports of potential leasing products have remained stable for the last 4 years (Despite
the pandemic-related restrictions in 2020, imports of potential leasing products fell by only 5.1% to approximately US$
208.1 million) which is a contributing factor to the demand for leasing products.
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Graph 8: Imports of potential leasing products, mln US$
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Important milestones of the Company
Important milestones of the Company by years are presented below:












Year 2001 – Company was established by the “Tbiluniversbank” as the first leasing company in Georgia
Year 2005 – Company became subsidiary of the Bank of Georgia after the merger of Bank of Georgia and
Tbiluniversbank
Year 2011 – New regulations became in effect and the changes were implemented in Civil and Taxation laws
Year 2013 – Total portfolio increased by 2.8x compared to 2009 and reached USD 15.8 mln
Year 2014 – The company issued USD 10 million public bonds for the first time
Year 2015 – New management team was introduced
Year 2016 – The introduction of the new strategy, innovative products, renewed procedures. Active work started
towards retail segment.
Year 2017 - The company entered in a new riskier but much more profitable segment through “Turbo” leasing
Year 2018 - The company received a B + positive rating from Fitch
Year 2019 - Retail direction and product turbo Changed and created an updated Turbo that offers all types of
individuals an auto leasing product on terms tailored to them, based on their credit history
Year 2020
o With the increased size of the company, developing internal operational and credit risk controls became
necessary, which in the past had been performed by the parent company’s internal audit and external auditors.
For these purposes, Giorgi Gochitashvili the new head of risk and control department joined the company.
o Adapting to a new, pandemic reality - tightening risks and credit policies, switching to remote working mode
as much as possible.
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Future strategy and goals
The Company has changed its strategy since 2015 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 determining the fair value of the
asset, the correct selection of trusted supplier, timely / correct identification of dishonest clients, creating adequate reserves and
other risk management procedures.
In order to improve the situation, the Company carried out a number of the changes: the company switched to the new, quick
and more flexible risk management strategy, improved asset valuation team and monitoring group. Moreover, the Company
made emphasis on the portfolio diversification and increased customer range by offering new products for completely new
segments.
Currently Company has portfolio in both Corporate and Retail 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.
The company puts heavy emphasis on synergies and plans on delivering the best terms to the clients. Such precedents are
already present at the company, which throughout the years proven the effectiveness, competitiveness and stability of such an
approach.
From 2014 until the pandemic, the company increased its revenue and portfolio, despite the reduction in portfolio size
experienced during the pandemic, reached a stage of development where it sees exactly how important it is to further improve
processes for sustainable long-term development, further diversify portfolio, further develop digital channels, Introduce
approaches, take care of employee development, and become an even more solid and trustworthy partner for customers and
suppliers. The company understands the fact that despite the successful results, development in these areas is an ongoing
process, as the requirements of even higher standards as a growing, living organism. At the same time, the events of the past
year have shown the company how important it is to be constantly prepared for unexpected threats, thus 2020 turned out to be
a good lesson for the company, as well as for the whole world.
This year, the company plans to return to pre-pandemic levels as much as possible, maintain information systems, improve risk
management systems (by strengthening the back-office team), improve customer relationship approaches and establish
positions in areas of interest to it, namely retail (auto leasing, business and personal). Where the main focus will be on financing
medium and large organizations in the fields of construction, transport, manufacturing and agriculture.
In order to achieve these goals the company is actively working on the following developments:

1.
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Formation of an even stronger Back-office, which will enable the company to be able to provide customer service and
risk insurance freely in the conditions of future growth. In this regard, the company is working on the following issues:
• Implementation of the new core system – the process has already commenced and is planned to be finalized
in the 1st quarter of 2021. Strong and up-to-date system software is the foundation for the development of
digital channels that the company deems essential for long-term sustainable growth and enhancement of
competitive advantage. This software will help the company to improve internal processes, including digital
integration with partner organizations. This will make the relationship with partners even more flexible,
transparent and convenient. Additionally, employee motivation, efficiency and effectiveness shall increase
since their focus will shift onto more important, creative and rewarding work.
• This year, the company plans to put even more emphasis on risk management and increase portfolio quality.
Also, the more focus will be put on lower risk products, there are two main reasons for this decision: 1. Due

2.

3.

4.

to the company's growth rate, it became necessary to further refine risk management processes. The company
believes that improving these processes will make products more flexible and sophisticated. In this regard,
the team has already been strengthened and follow-up processes are underway; 2. Recent developments, the
pandemic in particular, have necessitated the introduction of improved risk and portfolio quality management
practices. It also taught the company and the whole world the importance of being ready for the unexpected,
in order to ensure maximum stability and soundness.
 It is planned to strengthen the back-office team by increasing the number of employees;
Strengthen the asset management team and accumulate even more knowledge in this area - the company understands
that asset knowledge in the leasing business is key to long-term success, competitiveness and risk insurance. For this
reason, the asset management team has been strengthened in the past, and further improvement is planned at this stage;
The company plans to move to a new model of business leasing sales and services, which should ensure, on the one
hand, the relationship between the company and its suppliers (who, in the company 's deep belief, are its vital partners);
On the other hand increase company customer satisfaction and loyalty.
Other, strategically important directions for 2021:
 The company's portfolio is well diversified. It is planned to put more emphasis on the sectors where the
company's share is relatively small. These are the sectors that are important for the stability of the country
and for strengthening self-sufficient status. Manufacturing and agriculture are among such sectors.
 It is very important for the company to finance projects that, in addition to having a positive effect on business
and the country's economy, have a positive effect on the state of the country in general. This includes
environmental pollution, technological development of the country, etc. In order to do this, the company is
involved in international projects aimed at financing energy efficient projects/assets, promoting similar assets
and creating sophisticated products in this area. The company has already developed standards for financing
energy efficient assets and already actively finances them. The company also disseminates knowledge among
clients to promote similar assets.
 It is also important to note that important steps have recently been taken to diversify the funds raised. This is
also a very important factor for the long-term and stable growth of the organization. This will heavily
contribute to the realization of the future goals of the company.
 It is also important to note that important steps have recently been taken to diversify the funds raisedand have
decreased concentration on loans through the issuance of public debt securities (share of debt securities in
total loan liabilities, 2018: 40%; 2019: 46%; 2020: 57%), This is also a very important factor for the longterm and stable growth of the organization. This will heavily contribute to the realization of the future goals
of the company.
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Marketing Program
It is important for Georgian leasing company to bring benefit to its customers and provide them with interesting information.
To achieve this goal, the company will focus on important, interesting and useful issues for customers in its marketing
activities. This will help the customers to make better business or personal (in the case of individuals) decisions.
The company is actively trying to popularize the leasing product in general and to provide more knowledge to the customers.
The leasing sector has a great potential for development in the local market. To achieve this, the company shall provide
interesting and useful information about leasing products and lease-financed assets in marketing activities.
As of March 31, 2021, none of the companies own more than 10% in the whole company portfolio and also non of the
companies are related parties.

Description of the issuer 's competitive environment and market position
Today, the Georgian leasing market is dominated by bank-owned leasing companies, namely: TBC Leasing and Georgian
Leasing Company. The advantages of bank-owned leasing companies are the bank's customer base and the strength of the
bank's balance sheet, as well as a higher rate of use of financial resources. In addition, unlike other financial institutions,
leasing companies are not directly regulated by the National Bank, however, due to their affiliation with local banks, TBC
Leasing and the Georgian Leasing Company are still indirectly controlled. In Georgia, most leasing (approximately 90% 95%) is financial leasing.
According to the data of the first quarter of 2021, the Georgian leasing market is divided by two main companies as follows:
TBC Leasing 73%, and Georgian Leasing Company 27%. It should be noted that the third largest market player - Alliance
Group Leasing ceased to operate in the market in the first quarter of 2020 (Alliance Group Leasing accounted for an
average of 3% of the market in 2014-19).
From 2007 to present (except 2010), TBC Leasing maintains its leadership in the Georgian leasing market, however, in
2018-19, the growth of the Georgian leasing company's portfolio was almost twice as the growth of the TBC leasing
portfolio (in 2018, the Georgian leasing company's portfolio increased by 81.3% and TBC Leasing- 45.5%, in 2019 the
growth of the portfolio of Georgian Leasing Company was 56.6%, and TBC Leasing - 28.2%). As for 2020, the pandemic
and exchange rate volatility have had a negative impact on the portfolios of both companies, with the Georgian leasing
company's portfolio decreased by 24% year-on-year and the TBC leasing portfolio by 7%.
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The share of the three major competitors in the total leasing market.
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Note: Alliance Group Leasing ceased to operate in the market in the first quarter of 2020

Leasing products are most actively used in the construction, light industry, services, trade and medical sectors, accounting
for 64.0% of the total portfolio as of the first quarter of 2021. The share of these sectors in TBC Leasing Portfolio is 63.2%
in the first quarter of 2021, and a significant part of the Georgian Leasing Company's portfolio is concentrated in
construction (including road construction), services, light industry, transportation, trade and other sectors (92.0% of the
total portfolio).
Leasing market portfolio by sectors, I quarter 2021I
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Portfolio of Georgian Leasing Company, I Quarter 2021
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Due to the economic crisis caused by Covid-19 in 2020, it was expected the quality deterioration of the leasing portfolio.
As a result there was increase in the expected credit loss and cost recognition by companies, which negatively affected
profitability. In addition, in 2020, the loss from the exchange rate difference increased, which in turn was associated with
a significant depreciation of the lari. As a result, in 2020, the loss of the Georgian leasing company before tax was GEL 4.7
million, and the loss of TBC Leasing - GEL 1.4 million (data are based on data produced for non-audit, managerial
accounting purposes).
In 2019, TBC Leasing was the most profitable company in the leasing market, with a taxable profit of GEL 8.2
million,which was an increase of 34.6% over the previous year. It should be noted that the taxable profit of the Georgian
leasing company increased 1.6 times during the same period and amounted to 3.9 million GEL. The loss of the Georgian
leasing company in 2015-2016 was largely caused by the write-off of significant assets. In 2017, the situation improved
dramatically and the company's profitability increased from year to year, except for 2020, which due to the pandemic
turned out to be difficult not only for the leasing sector, but also for the Georgian economy as a whole.
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Annual profit before tax, million GEL
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Regulatory Framework
Regulation of leasing activities in Georgia
Development of 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.
According to changes made in the Georgian Tax Code, for 6 calendar months after March 1 st 2020 (during March-August
period) an entity is eligible to accrue VAT on rent/leasing services delivered in the period when actual payment/partial payment
for the services has been made.
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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).

Georgian law does not impose 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 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.
Prior to February 8, 2019, there were no legal or regulatory barriers to invest in the Georgian leasing sector. Georgian law did
not impose any upper limit on interest rates on leasing activities. From this date, the amendment to the Civil Code of Georgia
entered into force on December 22, 2018, on the basis of which maximum amounts of fines and breaches of liabilities for
breaches and obligations of lenders were introduced in relation to leasing. Developed and launched on February 08, 2019.
Based on these changes, restrictions were also imposed on the issuance of leases in different currencies, namely, "Unless
otherwise provided by the legislation of Georgia and the total liabilities of the lessee to the lessor as a result of the lease
financing amount is less than 200,000 (two hundred thousand) GEL. It should not be tied to or indexed to foreign currency in
any way. "

Anti-money Laundering Regulations and Monitoring Requirements
The Georgian Law adopted on 6th of June 2003 on Facilitating Elimination of the Legalization of Illegal Income (the “AML
Law”) has been nullified on 30th of October 2019 by the new law adopted on the same date on Assistance of Preclusion of
Money Laundering and Financing of Terrorism. In general 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"
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was issued on 5 September 2013 ("Monitoring Order"), which is still active as of the date of prospectus but is annulled from
September 1st 2020 through the order #2 issued on 5th of June 2020 by the head of Financial Monitoring Service Of Georgia.
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 of leasing companies in accordance with the Law on Facilitation of
Money Laundering and Prevention of Terrorist Financing. The supervisory body is obliged to determine and take appropriate
supervisory measures against the accountable person in case of violation of the law or relevant sub-legal normative act. The
Service should be notified immediately of any possible money laundering or terrorist financing identified by the supervisory
authority. The accountable person is obliged to submit a report to the Service on a suspicious transaction or attempt to prepare,
conclude or execute such a transaction. The Service analyzes reports and other information (documents) received from
accountable persons and other sources and in case of reasonable suspicion of money laundering, terrorist financing or other
crimes, sends the results of its analysis to the Prosecutor General's Office, the State Security Service, the Revenue Service and
/ or Of the Ministry. The General Prosecutor's Office of Georgia, the State Security Service of Georgia, the Revenue Service,
the Ministry of Internal Affairs of Georgia are obliged to inform the Service within a reasonable time about the results of the
analysis received from the Service in accordance with the requirements of this Law and the use of other information
(documents).
Leasing companies must monitor the "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 identify / verify money laundering and terrorist financing transactions and clients, leasing companies are required
to implement such internal control policies, rules, systems and mechanisms. For the monitoring service. The company has this
type of procedure, which is currently in the process of modernization.
Anti-monopoly Regulations
The leasing companies are subject to supervision by the Competition Agency established on 31 st March 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.

Approval of interested / related party transactions
The Securities Market Law of Georgia regulates stakeholder transactions and establishes certain agreements and transparency
for an accountable company, except as provided below: These requirements do not apply to transactions entered into: (i) an
accountable company and a wholly owned subsidiary Or (ii) between the accountable company and its 100% shareholder.
If an accountable company enters into a transaction and a member of its governing body or a shareholder holding 20%
or more of the company's voting shares or a related party: (a) the other party to the transaction, or (b) has any relationship
with the counterparty Indirectly owns 20% or more of the total number of votes of the legal entity, or a member of the
governing body of the legal entity that is the other party to the transaction) or (c) receives cash or other benefits, or (d)
the interested party is determined by the company charter, such A person is considered an “interested party” for the
purposes of the Securities Market Act. In general, the interested party should inform the Supervisory Board and, in certain
cases, the General Assembly of its interest in the transaction. The Supervisory Board or the General Meeting of
Shareholders (as appropriate) must approve the transaction. Accountable companies are required to provide stakeholder
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transaction information to the National Bank and to disclose information about such transactions (including transactions
with wholly owned subsidiaries and 100% shareholders).
If the deal is entered into in violation of the above rules, a member of the governing body of the accountable company or a
shareholder or group of shareholders (if the company is a joint stock company) holding a 5% or more of its shares - each partner
may sue for annulment of such deal, compensation for damages and return of personal benefits received positively for such
transaction, if any.
As mentioned above, a company is an accountable company; Therefore, the competent authority of the company is obliged to
approve the deals related to the interested parties, except when the deal is concluded with a member of its authorized body.

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.

Financial position
Company's assets, liabilities and capital is presented below:
Balance Sheet ‘ 000 GEL

3M21

2020

2019

2018

Unaudited

Audited

Audited

Audited

Assets
40,361

24,441

21,281

6,335

106,950

106,752

130,359

88,081

31,995

37,926

21,468

11,115

Prepayments for aseets

7,058

3,683

13,820

6,112

Fixed assets

1,580

1,342

1,251

750

Other assets

1,717

2,270

1,369

4,305

189,661

176,414

189,549

116,698

Loans

75,599

63,763

86,170

55,292

Issued bonds

85,400

82,893

72,539

36,941

928

1,058

736

-

Prepayments

3,885

2,759

3,556

2,606

Other liabilities

3,232

5,426

2,051

1,215

Cash and Cash equivalents
Leasing receivable
Assets for leasing purposes

Total assets

Liabilities

Lease liability

68

169,043

155,899

165,052

96,053

3,180

3,180

3,180

3,180

15,374

15,347

15,188

15,030

Retained earning

2,661

2,584

6,581

2,714

Other reserves

(596)

(596)

(452)

(279)

20,618

20,515

24,497

20,645

189,661

176,414

189,549

116,698

Total liabilities

Equity
Statutory capital
Additional paid in capital

Total equity
Total liabilities and equity

Compared to 2019, cash and cash equivalents at the end of 2020 increased by 14.8% and amounted to 24,441 thousand
GEL. As of March 31, 2021, this number increased by another 65% and amounted to 40,361 thousand GEL. This growth
dynamic is driven by the low growth rate of the portfolio in the first quarter of 2021 and declining by 2020, and on the
other hand by the company’s policy to maintain liquidity in a deteriorating economic environment due to the Covid
pandemic. Money and equivalents were growing in 2019 as well compared to 2018 (6,335 thousand GEL at the end of
2018, 21,281 thousand GEL at the end of 2019, an increase of 236%), because the company was actively absorbing the
limits of Georgian banks to invest in their portfolio.
Leasing receivables as of March 31, 2021 increased slightly by 0.2% (real change: -1.36% decrease) compared to December
31, 2020 and amounted to GEL 106,950 thousand, which was 56% of total assets (31/12/2020: GEL 106,752). 55% of these
assets are paid within 1 year, and the rest - after one year. It should be noted that in 2020, the portfolio decreased by 18%
(real change: -24.3% decrease) (end of 2019: 130,359 thousand GEL; end of 2020: 106,752 thousand GEL). The main
reasons for the decline were the pandemic constraints (see "Risk Factors" for restrictions) and deteriorating economic
conditions. For these reasons, during 2020, the company, on the one hand, wrote off leasing claims worth GEL 39,791
thousand, and on the other hand, reduced the leasing of assets.
The reconciliation table from the minimum lease payments is presented below:
(000' GEL)
Minimum lease receivables
Excluding: Unearned financial leasing income
Financial leasing receivables
Minus financial lease receivables expected credit loss reserve
Net financial leasing receivables,

(000' GEL)
Minimum lease receivables
Excluding: Unearned financial leasing income
Financial leasing receivables
Minus financial lease receivables expected credit loss reserve
Net financial leasing receivables,

(000' GEL)
Minimum lease receivables

Up to 1 year
31-Mar-2021
70,432
(7,669)
62,763

1 to 5 years
31-Mar-2021
79,857
(33,181)
46,676

(1,378)
61,385

(1,111)
45,565

Total, 31-Mar-2021
150,289
(40,850)
109,439
(2,489)
106,950

Up to 1 year
31-Dec-2020
68,802
(7,078)
61,724

1 to 5 years
31-Dec-2020
82,538
(33,559)
48,979

(2,301)
59,423

(1,650)
47,329

(3,951)
106,752

Up to 1 year
31-Dec-2019

1 to 5 years
31-Dec-2019

Total, 31-Dec-2019

73,061

112,509

185,570

Total, 31-Dec-2020
151,340
(40,637)
110,703
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Excluding: Unearned financial leasing income

(7,652)

(45,144)

(52,796)

Financial leasing receivables

65,409

67,365

132,775

Minus financial lease receivables expected credit loss reserve

(1,338)

(1,077)

(2,415)

Net financial leasing receivables,

64,071

66,289

130,359

As of March 31, 2021, the concentration of the financial leasing portfolio on the 5 largest clients (from 3 infrastructures, 1
construction and 1 transportation industry) is 16,774 thousand GEL (31/12/2020: 13,914 thousand GEL) which is 15.7% of the
total portfolio (31/12 / 2020 13.0%).
The company leases in USD, EUR and GEL. Under the new regulations, foreign currency lending / leasing was gradually
restricted. The regulation from 2017 restricted the issuance of loans / leasing equivalent of GEL 100,000 in foreign
currency, and then (from 2019) this limit was increased to GEL 200,000. The effects of this regulation are clearly seen in
the breakdown of the company's portfolio (receivables with minimum lease payments) currencies.
(000' GEL)
USD
EUR
GEL
Minimum lease payments

31-Mar-2021
57,486
17,858
74,945
150,289

31-Dec-2020
53,293
19,455
78,592
151,340

31-Dec-2019
77,528
17,706
90,336
185,570

31-Dec-2018
65,421
18,178
42,496
126,095

31-Dec-2017
48,525
7,035
6,413
61,973

At the end of 2017, the minimum volume of leasing taxes receivable in GEL was only 10% of the total leasing taxes, and
as a result of the regulations, this number reached 34% at the end of 2018, 49% at the end of 2019 and 52% at the end of
2020. During this period, the share of the dollar decreased from 78% (end of 2017) to 35% (end of 2020), while the share
of the euro ranged from 10-14%. As of March 31, 2021, the company has 50% of the minimum lease income receivable in
GEL, 38% in USD and 12% in EUR
The company's portfolio includes financial leases issued in various interest rates. At the end of 2020, 72% of the portfolio
was issued in the range of 10% -20% interest rate. As of March 31, 2021, 71% of the portfolio falls within this range.
Compared to 2019, from December 31, 2020 to March 31, 2021, interest rates have increased. This is due to the increase
in the concentration of the higher-risk and high-margin retail sector in the entire portfolio by 2020 (30% at the end of
2019, 37% at the end of 2020), which led to an increase in the weight of leases issued at 20 and higher percentages.
According to the leases issued in different interest rates, the distribution of the company's portfolio is as follows:

31-Mar-2021
31-Dec-2020
31-Dec-2019

0% - 10%

10%-15%

15% - 20%

20% and above

4.17%
4.12%
6.49%

36.95%
38.92%
48.50%

34.47%
33.36%
30.00%

24.42%
23.61%
15.00%

Weighted average
interest rate
17.10%
17.11%
16.88%

It should be noted that as of March 31, 2021, the company overdue statistics have improved. PAR decreased from 22.8%
(end of 2019) to 18.2%. This is due to the write-off of claims up to GEL 40 million by 2020 and a new, less risk-tolerant
strategy.

PAR
PAR30
PAR60
PAR90

1Q2021
18.16%
6.57%
4.93%
3.78%

2020
16.02%
7.91%
4.24%
2.59%

1H2020
36.07%
22.74%
20.72%
0.14

2019
23.47%
10.10%
6.53%
3.64%

It has to be noted that including 2019, the company, when calculating the overdue portfolio, took into account the
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amounts deposited during the first three days of the following month, i.e. PAR was adjusted if the client corrected the
overdue within 3 days after the end of the month. This approach has changed since 2020 and the data disclosed in this
prospectus is no longer corrected.
The company does not make full GRACE periods. The exception was the state moratorium in March-May 2020, which
covered lease receivables totaling GEL 48.5 million (31% of the portfolio). If a preferential schedule is offered (e.g. a grace
period at the bottom), such portfolio is classified as a restructured portfolio. Such portfolio does not appear in PAR unless
it is again overdue after restructuring.
The types of assets that the Company will lease as of December 31, 2019 and December 31, 2020 and March 31, 2021 may
be grouped into the following categories:
31-Mar-2021
(000’ GEL)
Machinery and equipment
Construction equipment
Transportation cars
Vehicles other than
transportation cars
Minimum
lease
payments
receivable

31-Dec-2020

SUM

Number of
projects

15,597
39,635
77,797

31-Dec-2019

SUM

Nuber of
projects

SUM

Nuber of
projects

93
284
3,542

16,704
35,519
84,298

97
301
3,751

23,480
59,263
88,510

138
389
4,198

17,260

275

14,819

233

14,317

237

150,289

4,194

151,340

4,382

185,570

4,962

* It should be noted that the minimum lease tax receivables in the table above are not discounted data.

Assets held for the leasing purposes are the third largest class of assets on the Company’s balance sheet (after cash and cash
equivalents and leasing receivables), accounting for 22% and 17% of total assets as at 31 December 2020 and 31 March 2021,
respectively. These assets are distributed as follows.
(000' GEL)

31-Mar-2021

31-Dec-2020

31-Dec-2019

Leased assets - owned

14,334

12,319

6,597

Leased assets - subject to ownership

17,661

25,607

14,871

Assets owned for lease purposes

31,995

37,926

21,468

Assets seized by the Company will be sold or re-leased under the relevant leasing agreement. As of March 31, 2021, the 5
largest clients accounted for 33% of total foreclosed assets, while none of them accounted for more than 13%.
By the end of 2020, the volume of written-off assets has increased significantly. The receivables of financial leasing written
off at the end of 2019 were 12.1% of the total portfolio, and at the end of 2020 this figure was 37.4%. This increase is
mainly due to the write-off of GEL 39,926 thousand receivables after the end of the grace period imposed by the pandemic
in the last quarter of 2020. It is noteworthy that 99.1% of written-off leasing claims were issued before the pandemic.
The table below shows the asset acquisition statistics for the last 3 years and related expenses:
(000' GEL)

31-Mar-2021

31-Dec-2020

31-Dec-2019

Write-off of financial leasing receivables

(4,643)

(39,926)

(15,777)

Fair value of written-off assets
Recognized expense in profit or loss
Assets sold / re-leased
Total assets sold / re-leased

(4,142)
(1,040)
(692)
(9,851)

(42,970)
(6,120)
(8,390)
(15,157)

(22,399)
(308)
(4,848)
(6,499)

Advances paid on leased assets are typical for leasing companies and represent an advance payment to asset suppliers for
active leases that have already been submitted but have not been received yet and are not recognized in the portfolio.
Upon arrival of the asset from abroad, a act of acceptance is drawn up and these amounts are recognized in the finance
lease receivables. Consequently, the more assets that are bought abroad, the larger this item on the balance sheet ia. As of
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March 31, 2021, this amount was 7,058 thousand GEL and represented 3.7% of total assets (end of 2020: 3,683 thousand
GEL, 2.1%). At the end of 2020, the so-called "Second Lockdown" and business activities were limited, and in the 1st
quarter of 2021, the restrictions were eased, therefore, the leasing process became more active.
Right-of-use Assets include lease payments at a market interest rate on leased assets. IFRS 16 sets out the principles for
recognizing, assessing, submitting and disclosing leases and requires the lessee to record all leases on the balance sheet in
accordance with IAS 17 in the same way as accounting for a finance lease.
Right-of-use assets on March 31, 2021 amounted to 860 thousand GEL, the same data at the end of 2020 and 2019 were
954 and 686 thousand GEL, respectively.
As of March 31, 2021, total liabilities amounted to GEL 169,043 thousand and accounted for 89.1% of total assets. 36% of
total liabilities consisted of loans attracted from local banks, 11% from funds attracted from international financial
institutions, and 53% from bonds issued:
Currency

Remain maturity
(years)

Principal

JSC Bank of Georgia

GEL

2

3,223

6

JSC Pasha Bank Georgia

GEL

1

1,170

12

JSC Ish Bank Georgia

GEL

1

12,049

20

JSC VTB Bank Georgia

GEL

2

11,870

32

JSC Khalik Bank Georgia

GEL

1-2

9,815

87

JSC Liberty Bank

GEL

1

10,000

248

JSC Qartu Bank

GEL

1

10,000

52

SFI Symbiotics S.A

USD

3

17,015

0

Bonds

USD

1-2

Borrower

Total interest Liability

Interest

85,400

0

160,541

457

In June 2018, the Company issued $ 5 million (ISIN GE2700603659) worth of public bonds with a fixed coupon rate of
6.5% per annum maturing on June 22, 2021, although these bonds were not fully settled and totaled May 31, 2020. Bonds
worth $ 4.93 million.
On August 7, 2019, the Company issued $ 10 million (ISIN GE2700603840) coupon bonds with a fixed interest rate of
7.5% per annum, maturing on August 9, 2021.
Bonds are an non-collateral, non-subordinated liability. The face value of the bonds is $ 1,000 (dollar bonds).
From 31 December 2020 until the date the prospectus was drawn up, there was no interest or down payment on the loan
or bond.
As of August 31, 2020, the Company has issued and fully placed $ 10 million (ISIN GE2700603949) bonds with a fixed
coupon rate of 7.5% and a maturity of August 31, 2022. These bonds matured the bonds issued in August 2017 (ISIN
GE2700603535).
Right-of-use liabilities include lease payments discounted at market interest rates on leased assets. This article is the
relevant asset report on liabilities. This article is based on IFRS 16 records, details of which can be found on page 1. At 87.
Advances received from customers include amounts paid by lessees under leasing contracts on leases that have not yet
been issued. The decrease in this article is mainly due to the increase in the efficiency of the company, which is reflected
in the faster issuance of leasing assets.
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As of December 31, 2020 and March 31, 2021, the statutory capital of the company included 3,180 thousand GEL, and the
additional paid-in capital - 15,347 thousand GEL. As of December 31, 2019, the authorized capital was maintained at the
same level, while the additional paid-in capital increased slightly, by 1% (end of 2019: 15,188 thousand GEL).
From December 31, 2018 to March 31, 2021, the company has not declared or issued any dividends.

Operational results
The company receives the main income from financial leasing. Compared to the first three months of 2020, in 2021 this
revenue decreased by 22% and amounted to 6,248 thousand GEL. This significant decline is mainly due to the reduced
portfolio due to pandemic and accompanying recession. Compared to December 31, 2019, as of December 31, 2020 and
March 31, 2021, the portfolio is reduced by 18.1% and 18.0%, respectively.
Income statement, ‘ 000 GEL

Interest income
Income from financial leasing
Cash and cash equivalents
Interest expense
Interest expense on liabilities held with the right to use
Loan debt
Issued bonds
Gross interest income

3M21
Undaudited

3M20
Undaudited

2020
Audited

2019
Audited

6,248
298

8,022
33

33,188
1,122

27,439
283

(18)
(1,839)
(1,620)

(13)
(1,674)
(1,428)

(54)
(7,932)
(6,067)

(63)
(6,143)
(3,995)

3,069

4,940

20,258

17,520

46.9%

61.3%

59.0%

63.2%

390
-

(1,860)
-

(6,959)
31

(1,595)
(91)

3,459

3,080

13,330

15,834

52.8%

38.2%

38.9%

57.1%

1,044

623

3,379

2,059

156

296

1,257

1,075

(3,368)
632

(4,265)

(532)

Total operating income

(1,038)
3,620

13,701

18,436

Other general and administrative expenses
Salaries and other employee benefits
Write-off of assets owned for leasing purposes
Total operating expenses

(2,585)
(731)
(210)
(3,526)

(3,378)
(820)
103
(4,096)

(11,816)
(2,617)
(3,257)
(17,690)

(11,054)
(2,610)
(883)
(14,547)

Gross margain of interest income
Impairment reserve expense on loans issued
Impairment reserve expense on other assets
Net interest income after deducting the allowance for impairment of
finance lease receivables

Net interest margin after impairment of finance lease receivables
Other operating income
Income from fines
Other operating income
Net income (loss) from currency conversion

Earning before tax

Earning before tax margin
Tax expense

95

(3,463)

(3,989)

3,889

1.4%

-43.0%

-11.6%

14.0%

(1)

(1)

(8)

(22)
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Net income

Net income margin

94

(3,465)

(3,997)

3,867

1.4%

-43.0%

-11.6%

14.0%

Of the 6,248 thousand GEL leased from the financial lease generated in the first three months of 2021, 56% (3,478
thousand GEL) were from GEL-denominated leases, and 36% (2,268 thousand GEL) were denominated in USD (the
remaining 8% - EUR). In 2017, income from GEL-denominated leases was only 8% of total revenue, in 2018 28%, in
2019 - 50%, and in 2020 - 56%. The share of the GEL-denominated portfolio (and corresponding income) is expected to
increase further (especially at the expense of the retail portfolio due to new regulations).
The Company's effective interest rates on leases issued in the following currencies are as follows:
31-03-21

31-03-20

2020

2019

Gel

35.47%

32.41%

37.75%

32.83%

USD

28.57%

22.66%

22.10%

22.75%

EUR

18.56%

18.12%

16.20%

19.12%

Sources of financing for the company are bank loans and publicly issued bonds. As of March 31, 2021, 36% of total interestbearing liabilities were loans from local banks, 11% were funds raised from international financial institutions, and the
remaining 53% were bonds issued. Interest expense on these liabilities increased by 11.5% compared to the same period
in 2020, although the average financing rates did not change significantly. This increase is due to the increase in interestbearing liabilities.
Interest rates on financial liabilities in different currencies are presented below:
31-03-21

31-03-20

2020

2019

GEL

11.22%

11.49%

11.14%

11.06%

USD

7.21%

7.80%

7.21%

7.70%

EUR

-

5.36%

-

5.12%

The company is constantly trying to diversify its funding sources.
Company’s interest income,besides income from the finance lease, reflects the interest accrued on the money on the
deposits. The amount of this type of income in the 3 months of 2021 amounted to 298 thousand GEL (4.5% of total
income), which is 9 times more than the data for the same period in 2020 - 33 thousand GEL (0.4% of total income). The
reason for this growth is the increased liquidity strategy caused by the pandemic, which leaves the company with much
more cash on balance than in the past.
Impairment reserve expense was reversed in the first three months of 2021 and the reversed amount was 390 thousand
GEL (-629 thousand GEL expense, 1,634 thousand reversed reserve, -616 thousand GEL written off portfolio change
effect). This was mostly due to high impairment reserve expenditures during 2020: 1,860 thousand GEL in the first three
months of 2020, 23% of financial lease income, and 6,959 thousand GEL in the first 12 months of 2020, 21% of financial
lease income. The same figure was significantly lower - 6% in the same period last year. The increase in this figure in 2020
was caused by the state of emergency declared in the country in connection with the 2020 COVID-19 pandemic and the
economic problems created. Due to discontinued economic activities, the company restructured customer loans. In
addition, due to deteriorating economic forecasts and expectations, the company has increased its reserve ratio. As a result
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of these factors, the cost of the impairment reserve has increased dramatically and, consequently, its ratio to interest
income.
Another important point of operating income is the income from fines, which in the first three months of 2021 increased
by 67% compared to the same period of the previous year and amounted to 1,044 thousand GEL. A 64% increase will be
observed in 2020 as well, compared to the 2019 data, which was caused by an increase in delays in 2020 due to the
pandemic.
Other general and administrative expenses decreased by 23% compared to the same period of the previous year and
amounted to GEL 2,585 thousand, while staff salaries in the first three months of 2021 decreased by 3% compared to the
same period of the previous year and amounted to GEL 477 thousand. This decrease is due to the decrease in the number
of employees (at the beginning of 2020 the company had 97 employees, and at the end of 2020 77). Employee bonuses of
23% are also reduced, which is mostly caused by the company's 2020 performance against the background of the pandemic.
A detailed breakdown of these costs is presented below:
000 GEL
Salary
Bonus
Insurance expense
Property tax
Marketing expense
Proffesional exspense
Rent
Other expenses
Total operating expenses

3M21
477
254
1,522
400
29
205
95
333
3,315

3M20
491
330
1,737
700
142
246
95
458
4,198

2020
2,007
609
6,999
1,750
324
714
366
1,663
14,433

Insurance expenses in the first three months of 2021 were 46% of total general and administrative expenses and decreased
by 13% compared to the same period of the previous year. These costs are mainly related to the portfolio and are reduced
accordingly. At the end of 2020, the ratio of insurance costs to the total average portfolio was 6.1%, while in the 3 months
of 2021 it was 5.8%. In general, insurance costs vary somewhat depending on the potential owner of a particular leasing
asset.
Property tax was 12% of total general and administrative expenses. This expense consists of property tax, which is
calculated as 0.6% of the carrying amount of all leased assets. The reduction in this cost is directly related to the reduction
in the leasing portfolio.
Marketing costs are reduced by about 5-fold, which is caused by a pandemic of the cautious investment policy and the
maintenance of high liquidity strategy.
The other costs included in this article have not increased significantly nor are they material individually.
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Capitalization and Indebtedness
The structure of capitalization and debt according to the relevant periods is presented in the table below:
(000' GEL)
Liabilities:
Borrowings
Debt Securities Issued
Total interest-bearing liabilities

31-03-21

31-12-20

31-12-19

75,599
85,400
160,998

63,763
82,893
146,657

86,170
72,539
158,709

3,180
15,374
2,661
(596)
20,618

3,180
15,347
2,584
(596)
20,515

3,180
15,188
6,581
(452)
24,497

181,616

167,172

183,312

Equity:
Charter Capital
Paid-in Capital
Retained Earnings/(Accumulated Losses)
Other Reserves
Total Shareholder’s Equity
Total Capitalization

There will be no materialchanges in the capitalization and debt structure as a result of the new US$ 12,000,000 and 3,000,000
EUR bonds (which will be used to refinance USD 10 mn worth of bonds issured in august 2019 (ISIN: GE2700603840)
maturity date of which is 9th of August 2020 and remaining invested in working capital and 3,000,000 EUR will be invested
in working capital).
As of March 31, 2021, the breakdown of the Company's loan liabilities is as follows:
Currency

Remaining
Maturity

Type

Bank of Georgia

GEL

2 years

Bulet

Pasha Bank

GEL

1 year

Bulet

Is Bank Georgia

GEL

1 year

Amortized

VTB Bank

GEL

2 years

Bulet

Halyk Bank

GEL

1-2 years

Bulet

Liberty Bank

GEL

1 year

Bulet

Cartu Bank

GEL

1 year

Bulet

Symbiotics S.A.

USD

3 years

Bulet

Debt securities

USD

1-2 years

Bulet

Lender

Total Interest-Bearing
liabilities

Principal

Accrued Interest

3,223

6

1,170

12

12,049

20

11,870

32

9,815

87

10,000

248

10,000

52

17,015

-

85,400

-

160,541

457

Interest Bearing Liabilities according to Currencies and Repayment Schedules are presented below:
Currency/Type of Repayment
GEL
USD
EURO
Total
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Bullet

Partly Amortized

Amortized

Total

46,515

-

12,068

58,584

17,015

-

-

17,015

63,530

0

12,068

75,599

Interest Bearing Liabilities according to Currencies and Remaining Maturity times (years) are presented below:

Currency/Maturity
GEL
USD

0-1

1-3

3+

45,013

13,571

-

1,113

15,902

-

EURO
Total

-

-

-

46,126

29,473

0

Interest Bearing Liabilities according to Currencies, Interest Rates and Contractual Maturities are presented below:
Currency

Interest Rate
Range

Short-term GEL

11.4% - 12%

Long-term GEL

10.5% - 12.5%

Short-term USD

N/A

Long-term USD

6.75%

Short-term EUR

N/A

Long-term EUR

N/A

The difference in interest rates between short-term and long-term loans is due to the agreements concluded with different banks
in different periods.
Interest rates on Interest Bearing Liabilities are presented below:
31-03-21

31-12-20

31-12-19

GEL

11.22%

11.14%

11.06%

USD

7.21%

7.21%

7.70%

EURO

N/A

N/A

5.12%

The company consistently tries to diversify financing sources.
In June 2018, the Company also issued US$ 5 million bonds (ISIN: GE2700603659) at a fixed coupon rate of 6.5% per annum
with a maturity date of June 22, 2021. These bonds were not fully placed and as of May 31 st, 2020 4,933 bonds or US$ 4.93
million have been placed. 38 bonds were redeemed as of the date of prospectus and 4,895 bonds or US$ 4.89 million are
outstanding
On August 7, 2019, the Company issued US$ 10,000,000 coupon bonds (ISIN: GE2700603840), at fixed annual interest rate
of 7.5%, with a maturity date of August 9, 2021.
In August 2020, the company issued US$ 10 million (ISIN: GE2700603535) public bonds and placed them in full, at a fixed
coupon rate of 7.5% per annum with a maturity date of August 31 2022.
In 2020, the company is working intensively with lenders to obtain new financing and revise the terms of existing credit lines.
During 2020 the company rolled-over all of the matured liabilities
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In August 2020, company borrowed new loans from international funds in the amount of USD 5 million
Additionally, the company is in the final stage of communication with local banks and international financial institutions in
attracting additional funds.
The Company received a letter of support from the Bank of Georgia ("Parent Company") on May 6, 2020, stating that the
parent company intends to support the Issuer's operations in the near future, at least 12 months from the date of the Company's
financial statements, and to provide funding if necessary. According to the management of the company, the parent company
has the appropriate amount of resources to provide financial support to the issuer if necessary.

Overview of financial covenants
The company has different types of covenants on loans taken from different banks. The major / strictest covantiates
(incomplete / selected by management) and the corresponding figures as of March 31, 2021 are presented below:
Covevant
PAR3011
PAR9012
Interest Coverage Ratio13
Operating expenses to revenue14
Loan coverage Ratio15
Net debt to operating assets16
Reposessed assets ratio17
Maturity suitability ratio18
Curernt ratio19
Leverage120
Leverage 221
Net currency gap 122
Net currency gap 223
Capital adequacy ratio 124
Capital adequacy ratio 225

31_Mar_2021
6.07%
3.39%
21.48%
23.41%
121.03%
81.67%
22.62%
-271.44%
1.22
7.81
0.85

31-Dec-2021
7.45%
2.27%
54.75%
18.91%
121.74%
81.13%
25.73%
-179.29%
1.04
7.00
0.83

After issuance
6.07%
3.39%
21.48%
23.41%
121.03%
81.67%
22.62%
-271.44%
2.33
7.81
0.85

8.53%

-29.45%

8.53%

102.97%
21.80%
10.87%

83.72%
21.58%
11.84%

102.97%
21.80%
10.87%

Limit
Max 10.00%
Max 5.00%
Min 15.00%
Max 45.00%
Min 115.00%
Max 90.00%
Max 35.00%
Max 100.00%
Min 1.20
Max 8.00
Max 0.80
Min -50.00% Max 50.00%
Min 80.00%
Min 15.00%
Min 10.00%

Meets the covenant
+
+
+
+
+
+
+
+
+
+
+
+
+
+

During 2020, the Company broke the Covenants of PAR30 (Pasha Bank, Cartu Bank), PAR90 (Pasha Bank, Cartu Bank),
Current (Pasha Bank) and Leverage (ISIN bonds: GE2700603659). The broken PAR30 and PAR90 covenants are the result
11

PAR30 to net portfolio

12

PAR90 to net portfolio

13

EBT to interest expenses

14

Salaries plus administrative expenses less insurance expenses less property tax divided to revenues excluding fx change, insurance expenses and property
tax

15

Sum of net portfolio, repossessed assets. Prepayments and investment property divided into net debt

16

Net debt divided into total assets less PPE less intangibles less investment propertyyy less cash and equivalents

17

Repossessed assets divided info the sum of repossessed assets and gross portfolio

18

Diffenrence between liabilities mattturing under 3 month time and assets maturing under 3 month time divided to total equity

19

Current assets tooo current liabilities

20

Loans to total equity

21

Loans to total assets\

22

FX gross portfolio plus forwards plus FX cccash dddivided to FX loans

23

FX gross portfolio plus forwards plus FX cccash dddivided to FX loans

24

Total equity to Total assets less cash and equivalents and less half of the gross pooortfolio

25

Total net assets to total assets

78

of the 2020 COVID-19 pandemic and the state of emergency declared to stop it. During this period, virtually all clients of
the company's retail direction were activated with an automatic 3-month grace period. The company has obtained a letter
of waiver ("Weaver") from the creditors regarding these violations.
The mainc cause of breaking the current ratio covenant was sharp increase in current liabilities. The company has had a
strategy of aggressive portfolio growth in recent years, for which it has been actively using long-term loans. By 2020,
several such loans and bonds were approaching maturity, however, the company managed to refinance its outstanding
liabilities and correct the current ratio covenant. The company has obtained a letter of dismissal from the creditors about
this breach.
In terms of bonds, the company broke the covenant of the leverage, which was caused by the increase in loan liabilities
in 2019 and 2020 (during these years, the company broke the covenant, 2020: 82.4%; 2019: 83.7%). For the breach of
these years, the company jointly took Weaver from the bondholders' representative on February 22, 2021.
Waivers:
Source
Pasha Bank
Qartu Bank
Bonds

Initial loan amount
1,170,000 GEL
10,000,000 GEL
5,000,000 USD

Remain amount at 31
March 2021
1,170,000 GEL
10,000,000 GEL
5,000,000 USD

Maturity of Waiver
31-12-20
Maturity of contract
31-12-20

Date of Waiver
29-12-20
22-12-20
19-02-21

As of March 31, 2021, the Company is not able to meet only the leverage covenants. It should be noted that the maturity
date of these bonds is June 22, 2021, and the purpose of the funds attracted by the issuance of bonds specified in this
prospectus is to repay these bonds. The commitment from Cartu Bank and Waiver expired on April 15, 2021. Pasha Bank
Waiver's term no longer extends to 2021.
Company’s Capital
As of December 31, 2020 and 2019, the charter and additional paid-in capital of the company amounted to 18,527 thousand
and 18,368 thousand GEL, respectively. As of March 31, 2021, this number has increased miserably and amounted to
18,554 thousand GEL.
From December 31, 2019 to March 31, 2021, the company did not declare or issue dividends and during this period the
total capital decreased by 18.8% due to the loss generated in 2020 and reached GEL 20,618 thousand.
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Maturity position
The position of the Company in terms of financial assets and maturities as of March 31, 2021 is presented below:
(000' GEL)

Up to 1 year

More than 1 year

Total

Assets
Cash and cash equivalents
Finance lease receivables
Assets owned for lease purposes
Advances paid on leased assets for leasehold purposes
Fixed assets
Other assets
Total assets

40,361
61,385
20,713
7,058
1,716
131,233

45,565
11,282
1,580
59,584

40,361
106,950
31,995
7,058
1,580
1,716
189,660

Liabiities
Loan debt
Issued bonds
Liabilities with the right of use
Advances received
Other liabilities
Total liabilities

46,126
53,790
423
3,885
3,232
107,456

29,473
31,609
505
61,587

75,599
85,400
928
3,885
3,232
169,043

Net position

23,777

(3,160)

20,617

As is seems from the table, the company has a positive short-term net position and, consequently, working capital amounts
to GEL 23,777 thousand. The position is determined by the amount of money and equivalents 40,361 thousand GEL,
which the company uses to maintain liquidity in a pandemic and recessionary environment. Due to the increased liquidity,
the long-term net position is negative and it amounts to -3,160 thousand GEL. With the issuance of new bonds, the
company will further increase its short-term net position, which will help it achieve liquidity.

Currency position
The Company's financial assets and liabilities by currency as of March 31, 2021 are as follows:
(000' GEL)
Financial assets

GEL

USD

EUR

3,861

36,471

30

49,244
53,105

43,619
80,090

14,087
14,117

58,584

17,015

-

Total financial liabilities

58,584

85,400
102,415

0

Net position

-5,479

-22,325

14,117

Cash and cash equivalents
Finance lease receivables
Total financial assets

Total

40,361
106,950
147,311

Financial liabilities
Loan debt
Issued bonds

80

75,599
85,400
160,998

For the current period, the company has entered into $ 3 million forward transactions for hedging foreign exchange
positions.
The company has a negative currency position in dollars, which accounts for 13% of total assets, and a positive currency
position in euros, which accounts for 7% of total assets.
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Description of the issuer's additional loan requirement
The maturity date of the bonds issued by the company on August 7, 2019 (ISIN: GE2700603840) - August 9, 2021. It is in
the refinancing of these bonds that the net funds raised by the bonds will be used. Remaining net proceeds will be invested
in working capital.
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Cash flow statement review
Proper management of cash flows and constant search for funding sources are very important for the company. The cash
flow statement is presented below:
Cash flow statements, ‘000 GEL
Cash flow from operating activities
Interest income
Other income
Impairment expense
Interest expense
Administrative expenses
Salary and other payments
Other payed expenses
Cash flows from operating activities before changes
in operating assets and liabilities

3M21
Unaudited

3M20
Unaudited

2020
Audited

2019
Audited

6,471
1,199
(4,639)
(5,480)
(594)
-

6,499
753
(3,808)
(3,638)
(1,221)
-

27,624
5,821
(13,196)
(11,125)
(2,814)
-

25,139
3,263
(8,779)
(10,595)
(2,544)
-

(3,043)

(1,416)

6,309

6,485

4,466
3,172
(3,375)
(1,231)
1,383

(10,663)
(1,070)
3,924
(567)

5,973
8,752
10,107
(791)

(50,912)
2,573
(7,730)
406

1,126
(1)
882
3,381

59
614
636
(8,483)

(585)
1,989
(198)
31,555

869
(996)
640
(48,665)

Cash flow from investing activities
Purchase of fixed assets
Purchase of intangible assets
Sale of investment property
Net cash flow from investing activities

(9)
(9)

(205)
(4)
(209)

(185)
(231)
(416)

(294)
(80)
3,250
2,876

Cash flow from financing activities
Limited cash
Lease liabilities
Issued bonds
Purchased bonds
Loan payment
Borrowings
Share capital increase
Other reserves
Net cash flow from financing activities

(113)
(4,640)
16,102
11,349

(31,994)
23,459
(8,535)

(409)
11,945
(12,278)
(104,061)
76,041
(28,762)

2,794
(345)
32,409
(63,019)
91,695
63,534

Operating assets (increase)/Decrease
Leasing receivables
Assets for leasing purposes
Prepayments for assets
VAT and other tax assets
Assets owned with the right to use
Other assets
Operating liabilities increase/ (Decrease)
Advances received
VAT and other tax liabilities
Other liabilities
Net cash flow from operating activities

Exchange rate impact on cash and cash
equivalents
Net cash flow

1,200

356

784

(5)

15,921

(16,870)

3,160

17,739

Beginning cash and cash equivalents
Ending cash and cash equivalents

24,441
40,362

21,281
4,411

21,281
24,441

3,542
21,281

Cash flows from operating activities before changes in operating assets and liabilities in the first 3 months of 2021, it
decreased by 1,627 thousand GEL compared to the same period of the previous year and amounted to -3,043 thousand
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GEL. The main reason for this decrease was the repayment of other current liabilities (31-Dec-2020: 8,185 thousand GEL,
31-Mar-2021: 3,232 thousand GEL), which increased administrative expenses by 56% compared to the period of 2020. In
addition, paid interest expenses are increased by 22%, while paid salaries and other remuneration are reduced by 21%.
No material change is observed in rent and other income.
Operating assets decreased by GEL 4,416 thousand in the first 3 months of 2021, while they increased by GEL 8,376
thousand in the period compared to 2020. The main difference is in the increase / decrease of leasing requirements
(decreased by 4,466 thousand GEL in 3 months of 2021, increased by 10,663 thousand GEL in 3 months of 2020), which
is caused by the strategy of aggressive portfolio growth in the first three months of 2020, and in 2021 already postpandemic , With a cautious and less risk-appetizing approach. For the same reason, in the first 3 months of 2021, it
decreased by GEL 3,172 thousand for the purpose of leasing assets, while in the same period of 2020, an increase of GEL
1,070 thousand was observed. In addition, advances on assets and tax assets have been increased, while other assets have
been reduced. The increase of operating liabilities in the 3 months of 2021 amounted to 2,007 thousand GEL, and in the
3 months of 2020 to 1,309 thousand GEL.
As a result of all this, net cash flows from operating activities amounted to 3,381 thousand GEL, while the comparable
figure for 2020 was -8,483 thousand GEL.
In the first three months of 2021, the company did not make any material investments, therefore, net cash flow from
investment activities amounted to -9 thousand GEL. The same data was -209 thousand GEL in the period compared to
2020, which was mainly due to the purchase of 205 thousand GEL of fixed assets.
The company is constantly taking new loans and maintaining existing liabilities rollover in order to maintain liquidity.
During 2021, net cash flows from financial activities were GEL 11,349 thousand (first 3 months of 2020 - GEL 8,535
thousand), aimed at ensuring post-pandemic liquidity.
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Managing body and management
The highest governaning body of the company is the Partner and the General Meeting of Partners (the "General Meeting"), the
company is overseen by a Supervisory Board elected by the Partner in accordance with the provisions of the Company Charter.
The day-to-day operations of the company are managed by a Director General ("Chief Executive Officer") appointed by the
Supervisory Board, who is empowered to represent the company individually and independently in relations with third parties.
An audit committee has been set up with the company's supervisory board.

Zurab Kokosadze (ID 62001032255) - Member / Chairman of the Supervisory Board
Giorgi Chiladze (ID 01008008277) - Member of the Supervisory Board
Nikoloz Alavidze (ID 59001000119) - Member of the Supervisory Board (independent member)
Levan Kulijanishvili (ID 03001000435) - Member of the Supervisory Board
Information on the past activities of the Supervisory Board and members of the Management is given in the table:
Person


Eldar Akhvlediani

Giorgi Jgharkava
Nestan Mikeladze

General Director

Deputy General
Director
Financial Director
Chairman
of
Supervisory Board

Zurab Kokosadze

No

No

Is not reported

No

No

Is not reported

No

No

Assosiation of Leasing companies
(I/C 404525135) –
Chairmen/Member



Bank of Georgia (I/C 204378869) –
Deputy General Director

No

No



Bank of Georgia (I/C 204378869) –
Deputy General Director
Bank of Georgia Representative UK
Limited (Company Number 07348440) – Operating Director
JSC Belarusky Narodny Bank (n.
100513485) - Member of
Supervisory Board

No

No

Bank of Georgia (I/C 204378869) –
Deputy General Director
Georgian Leasing Company Ltd.
(I/C 204972155) - Member of the
Supervisory Board
JSC Belarusky Narodni Bank (n.
100513485) - Member of the
Supervisory Board
JSC Galt & Taggart (I/C 211359206)
– Deputy Chairmen/Member of the
Supervisory Board

No

No

Member of the
Supervisory Board





Giorgi Chiladze

Bankcruptcy/Liquidati
on28

the


Levan Kulijanashvili

Financial Crime27

Company26

Position

Member of the
Supervisory Board





26

Name of every entity (excl. subsidiaries of the issuer) of which management, director board or supervisory board members the person was during last
five years

27

Informaton about fraud, economic crime or money laundering in case it’s applicable

28

Information about default or liquidation about the companies perssson hhhold managerial position in, in case it’s applicabllle

85

Member of the
Supervisory Board

Nikoloz Alavidze



JSC idea (I/C 404571263) – Member
of the Supervisory Board



Ltd. “Velosakhli” (I/C 405156227) –
34% Partner.

Ltd. “Altituda”, I/C 405134135 27.7% Partner.

Ltd. “Velosakhli” X/11 – Partner

Ltd. “Ruseloizi” – Member of the
Supervisory Board

Ltd. “Pontos Net” - 100%Shareholder

No

No

There is no conflict of interest between the persons listed and in relation to the issuer.
The listed individuals do not have restriction in the issuer securities to dispose their shares..
Payment of the listed persons according to the periods was as follows (GEL):
3M21

75,000

3M20

518,985

2020

743,985

2019

605,293

The contract was signed only with Nikoloz Alavidze from the Supervisory Board members for a period of 1 year on August
4, 2020 with an automatic extention after the expiration of the term until the parties announce about the termination of
the contract. Members of the Supervisory Boards operate as defined in the articles of incorporation.

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;



Acquisition, alienation or other disposal (or conclusion of such related transactions) of company property other
than assets held for leasing purposes to the lessor by the company, valued at more than $ 1,000,000 (one million)



Acquisition and alienation of shares / stocks of another enterprise if the volume of such shares / stocks exceeds
50% of the capital of such enterprise or the transaction value exceeds 1,000,000 (one million) US dollars



Borrowing and pledging (or entering into such related transactions) at more than $ 1,000,000 (one million);



Acquisition, alienation, exchange (or related transactions) or encumbrances by the Company of property and
assets valued at more than 10% of the Company's assets;



other issues that fall within the competence of the General Meeting under law and the Charter.

According to the charter, a general meeting should be convened if necessary. Partners with a joint share of five percent of the
authorized capital may request the General Director to convene a general meeting (currently one partner - JSC Bank of Georgia
is 100% shareholder). The General Manager and the member of the Supervisory Board are authorized to apply to the partner
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at any time for a decision. The CEO should also immediately convene a general meeting or apply to a partner to decide if this
is in the interests of the company or if it is expected that the company may lose half of its capital.
A general meeting is considered valid if it is attended by partners with a share of more than 50%. Decisions of the General
Assembly are taken by a simple majority, except for the approval of any amendment to the Charter, which requires at least 2/3
of the votes of the participants in the General Assembly. According to the charter, the general meeting with the participation
of all partners of the company must approve any decision, the significance of which goes beyond the normal course of business
of the company.

Supervisory Board:
The Supervisory Board of the company consists of at least 3 (three) members. The members of the Supervisory Board are
appointed and convened by a partner. Each member of the Supervisory Board is elected for a term of 4 (four) years, however,
his / her term will continue after the expiration of the term until the appointment of a new member by the partner. Re-election
of a member of the Supervisory Board is unlimited. Early change is possible at any time based on the decision of the partner.
Each member of the Supervisory Board may resign at any time upon 30 (thirty) days prior written submission to the Partner.
No later than 3 (three) months after letting go of a member, a new member of the Supervisory Board must be elected. The
Chairman of the Supervisory Board may not be the General Director of the company at the same time.
Zurab Kokosadze has been the Chairman of the Supervisory Board since August 5, 2020. Until then, this position was held by
Giorgi Pailodze, who is also the Deputy General Director of the Bank of Georgia in property management and investment
banking. Zurab Kokosadze has 15 years of experience working in the financial sector. He joined the Bank of Georgia in 2003
as a corporate banking intern. Since then, his career development at the bank has covered a number of important milestones:
he was a Senior Corporate Banker (2006-2009); Head of FMCG Sector (2009-2016); Deputy Director of Corporate Banking
(2016-2017) and Head of Corporate Banking, under the direct supervision of the Deputy CEO (2017-2020).
Zurab Kokosadze has a bachelor's degree from Caucasus Business School. He also holds a Master's degree and is a graduate
of the Grenoble School of Business.
Supervisory Board meetings are held at least once a quarter. Notice / Invitation must be sent in writing, along with the estimated
agenda at least 8 (eight) days prior to the expected date of the meeting. The members of the Supervisory Board may hold a
meeting without notice, provided that all members unanimously agree to hold such a meeting and attend it. The presence of all
members at such a meeting will be automatically considered as proof of their consent to the meeting of the Supervisory Board.
Objectives and Competence of the Supervisory Board:


The Supervisory Board controls the activities of the General Director;



The Supervisory Board may at any time request a report on the activities of the company from the General Director;



The Supervisory Board can control and inspect the financial documentation of the company;



The Supervisory Board reviews the annual reports, the profit sharing proposal and reports to the partner;



If the total liability of the lessee to the Company (including leasing under approval) at a particular time exceeds $
2,000,000 (two million).



Appointment and dismissal of the General Director;



The Supervisory Board is authorized to establish an Audit Committee (in accordance with the Law of Georgia on
Securities Market);



Establishment and liquidation of branches;

87

88



Making annual budgets and long-term commitments;



Starting a new type of economic activity or terminating an existing type of activity;



Issuance of securities and / or decision making on the stock exchange;

Related party transactions
According to IAS 24 (Related Party Explanatory Notes), parties are considered related if one party has the ability to control
the other party or to have a significant influence on the other party's financial and operational decisions. When
considering each possible relationship, attention is paid to the content of the relationship and not just the legal form.
Related parties may enter into deals that would not be entered by unrelated parties and deals made between related
parties may not be concluded under the same terms and amounts as deals made between unrelated parties. All related
party deals discussed below were conducted on an 'open hand' basis.
Related parties transactions, GEL

2020
Parent

Connection Type
Prepayments
Interest income on current accounts
Swaps (Derivative Type Liabilities)

2019
Under common
ownership

2020
Parent

2019
Under common
ownership

1,122,392
1,540,759

-

676,777
283,004
-

-

15,616,887
14,102,701
(26,468,668)
(21,362)
3,229,558
1,540,727

-

17,221,819
12,140,017
(13,721,907)
(23,042)
15,616,887
1,915,254

-

Debt securities, 1 January
Issued bonds
Purchased debt securities
Other change
Debt securities, 31 December
Interest expense on debt securities

-

3,440,712
3,442,083
(1,482,476)
(1,773,198)
3,627,121
394,944

-

466,890
(377,198)
1,806,622
1,544,398
3,440,712
183,919

Payable to suppliers, 1 January
Liability payable
Repayment of Liability
Payable to suppliers, 31 December

-

-

-

185,423
(185,423)
-

Debt to financial institutions, 1 January
Loans received
Covered loans
Other loan change
Debt to financial institutions, 31 December
Interest expense on loans

Cash and cash equivalents

24,425,257

8,692,304

Management compensation consisted of the following articles:
GEL

3M21

3M20

2020

2019

Salaries and bonuses in cash

60,000

295,000

475,000

417,313

-

130,925

130,925

157,980

60,000

425,925

605,925

575,293

Stock-based payment
Payment of total supervisors
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Statement of Financial Positions
Statement of Financial Position is presented below:

3M21

2020

2019

2018

Unaudited

Audited

Audited

Audited

Consolidated Statement of Financial Position (000' GEL)

ASSETS
Cash and cash equivalents

40,361

24,441

21,281

6,335

Finance lease receivables

106,950

106,752

130,359

88,081

31,995

37,926

21,468

11,115

Prepayments for assets held for leasing purposes

7,058

3,683

13,820

6,112

Property plant and equipment

1,580

1,342

1,251

750

Assets held for leasing purposes

Other Assets

1,717

2,270

1,369

4,305

Total Assets

189,661

176,414

189,549

116,698

Loans payable

75,599

63,763

86,170

55,292

Debt securities issued

85,400

82,893

72,539

36,941

928
3,885

1,058
2,759

736
3,556

2,606

3,232

5,426

2,050

1,215

169,043

155,899

165,052

96,053

3,180

3,180

3,180

3,180

15,374

15,347

15,188

15,030

(Accumulated losses) / retained earnings

2,661

2,584

6,581

2,714

Other reserve

(596)

(596)

(452)

(279)

Total equity

20,618

20,515

24,497

20,645

189,661

176,414

189,549

116,698

Liabilities

Lease liability
Advances from customers
Other liabilities
Total Liabilities

Equity
Charter capital
Additional paid-in capital

Total liabilities and equity
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Statement of Profit or Loss
Statement of Profit or Loss is presented below:

Consolidated Statement of Profit or Loss (000' GEL)
Interest income
Finance income from leases
Cash and cash equivalents

3M21
Unaudited

3M20
Unaudited

2020
Audited

2019
Audited

6,248
298

8,022
33

33,188
1,122

27,439
283

Interest expense
Interest expense on ROUL
Loans payable
Debt securities issued

(18)
(1,839)
(1,620)

(13)
(1,674)
(1,428)

(54)
(7,932)
(6,067)

(63)
(6,143)
(3,995)

Net interest income
Net interest income margin

3,069
46.9%

4,940
61.3%

20,258
59.0%

17,520
63.2%

390
-

(1,860)
-

(6,959)
31

(1,595)
(91)

Impairment charge for interest earning assets
Impairment charge for other assets
Net interest income after impairment charge for finance lease receivables
Net interest income margin after impairment charge for finance lease
receivables

3,459

3,080

13,330

15,834

52.8%

38.2%

38.9%

57.1%

Other Operating income
Income from penalties on finance lease receivables
Other income
Net loss from foreign currency translation
Operating income

1,044
156
(1,038)
3,620

623
296
(3,368)
632

3,379
1,257
(4,265)
13,701

2,059
1,075
(532)
18,436

Other general and administrative expenses
Salaries and other employee benefits
Write-off of assets held for leasing purposes
Operating expenses

(2,585)
(731)
(210)
(3,526)

(3,378)
(820)
103
(4,096)

(11,816)
(2,617)
(3,257)
(17,690)

(11,054)
(2,610)
(883)
(14,547)

95
1.4%

(3,463)
-43.0%

(3,989)
-11.6%

3,889
14.0%

(1)

(1)

(8)

(22)

94
1.4%

(3,465)
-43.0%

(3,997)
-11.6%

3,867
14.0%

Income before income tax expense
Income margin before income tax expense
Income tax (expense)/ benefit
Net income for the year
Net income margin
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Cash flow statement
Consolidated cash flow statement (000' GEL)
Cash flows from operating activities
Interest income received
Other income received
Interest paid
Other general and administrative expenses paid
Salaries and other employee benefits paid
Cash flows from operating activities before
changes in operating assets and liabilities

3M21
Unaudited

3M20
Unaudited

2020
Audited

2019
Audited

6,471
1,199
(4,639)
(5,480)
(594)

6,499
753
(3,808)
(3,638)
(1,221)

27,624
5,821
(13,196)
(11,125)
(2,814)

25,139
3,263
(8,779)
(10,595)
(2,544)

(3,043)

(1,416)

6,309

6,485

4,466
3,172
(3,375)
(1,231)
1,383

(10,663)
(1,070)
3,924
(567)

5,973
8,752
10,107
(791)

(50,912)
2,573
(7,730)
406

1,126
(1)
882
3,381

59
614
636
(8,483)

(585)
1,989
(198)
31,555

869
(996)
640
(48,665)

(9)
(9)

(205)
(4)
(209)

(185)
(231)
(416)

(294)
(80)
3,250
2,876

Cash flows from financing activities
Net movement in restricted cash
Lease liabilities
Debt securities issued
Debt securities purchased
Repayment of borrowings
Receipt of borrowings
Net cash from financing activities

(113)
(4,640)
16,102
11,349

(31,994)
23,459
(8,535)

(409)
11,945
(12,278)
(104,061)
76,041
(28,762)

2,794
(345)
32,409
(63,019)
91,695
63,534

Effect of exchange rate changes in cash and cash
equivalents
Net increase in cash and cash equivalents

1,200

356

784

(5)

15,921

(16,870)

3,160

17,739

Cash and cash equivalents, beginning
Cash and cash equivalents, ending

24,441
40,362

21,281
4,411

21,281
24,441

3,542
21,281

Increase) decrease in operating assets
Finance lease receivables
Assets held for leasing purposes
Prepayments for assets held for leasing purposes
VAT and other tax assets
Other assets
Increase (decrease) in operating liabilities
Advances from customers
VAT and other taxes payables
Other liabilities
Net cash used in operating activities
Cash flows from investing activities
Purchase of property and equipment
Purchase of intangible assets
Selling of investment property
Net cash from / (used in) investing activities
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Dividends policy
The decision of General Partner’s Meeting could be made about distribution of both annual or semiannual profits in the form
of dividends.According to the companys article of incorporation, the general meeting of the company’s partners decides
whether to accept or reject the proposals for profit distribution submitted by the CEO and / or the supervisory board, and in
case if the governing body does not have unified opinion about written above the general meeting of partners is authorized to
decide whether to leave the entire net profit in the company.In case of making decision about profit distribution, dividend
should be payed within the period provided by the article of incorporation, but no later than 9 month after the relevant decision
is made. Company does not have a declared and written dividend policy and, in addition, from 31 December 2018 to 31 March
2021, the Company has not declared or issued any dividends.
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Legal Disputes
Defendant: TR Georgia Project 2 Ltd.
Claim in total: Reimbursement of overdue liability at the date of filing a claim in the amount of USD 5,389 thousand and
underdue liability in the amount of USD 392 thousand.
In the initial lawsuit, the company refused to return the subject of the lease and demanded the termination of the contract
and the reimbursement of the liability under the contract, and then, in the specified lawsuit, refused to terminate the
contract, remained within the scope of the contract and demanded refund ot the deadlined and underdeadlined amount
liability. The Company does not request the return of the subject of the lease with a specified claim. The seizure of the
defendant's real estate was used as a measure to secure the claim: in the amount of USD 3,234 thousand. The case was
heard by the Court of First Instance and a decision was made on March 15, 2018 (the last main hearing of the court was
held on February 26, 2018, so the decision was made on this date), based on which the company's claim was partially
satisfied and In numbers: Overdue liability - 5,518 thousand USD. The request of the company regarding underdue liability
under only one of the contracts was not satisfied, which amounts to 262 thousand USD, which the lessee is obliged to pay
on the relevant dates of the schedule attached to the contract (the contract expired on November 26, 2018). The decision
of the court of first instance was appealed by both the defendant and the company. The company complained about the
non-fulfillment of the underdue liability. The strategic move was mentioned, as the mentioned liability will expire at the
stage when the Court of Appeals will consider the case. The hearings in the Court of Appeals were held on May 15, 2019,
in November 2019, although they were not completed and were postponed. And due to the state of emergency declared
in the country in relation to COVID-19, the civil proceedings in the Court of Appeals were completely postponed, only
criminal cases were considered by remote method. The next meeting was scheduled for May 18, 2021 only.
On December 11, 2020, at the initiative of the respondent party, negotiations between the parties regarding the settlement
of the dispute entered into an active phase. Until May 18, 2021, both written and oral communication was conducted
between the parties for this purpose. The parties agreed on the terms of the final settlement on May 17, 2021, one day
before the next meeting. The parties submitted the terms of the settlement on May 18, 2021 for approval by the court, the
content of which is as follows: the dispute between Georgian Leasing Company Ltd. and TR Georgia Project 2 Ltd. will be
settled by settlement, and within the settlement TR Georgia Project 2 Ltd. undertakes to transfer Georgian Leasing
Company Ltd. $ 3 500,000 (three million five hundred thousand) on the following principle: 1. $ 2,000,000 (two million)
within 5 (five) banking days from the date of entry into force of the settlement agreement; And 2. $ 1,500,000 (one million
five hundred thousand) remaining - within one year from the date of entry into force of the settlement agreement. The
terms of the settlement agreement were entered into by the parties on the date of entry into force of the court decision
approving the settlement. The means of security used by the court, based on the decision of the Tbilisi City Court of 19
September 2016, according to which TR Georgia Project 2 Ltd. is prohibited from alienating or encumbering the seized
real estate remains in force until the settlement amount is paid in full;
As of the date the prospectus was filed, no litigation has been filed against the company.
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Description of significant changes in the financial or commercial condition of the issuer
From 31 March 2021 until the date of the prospectus compiling there were no significant changes in the issuer’s financial or
commercial activities.

95

Charter capital
The authorized capital of the company is GEL 3,180,000 (three million one hundred and eighty thousand).
The partners are liable to the public creditors for the amount of the non-contributory deposit before the final contribution to the
authorized capital.
Partners can increase the amount of charter capital. Any currency, as well as other property and non-property contributions can
be deposited in the authorized capital.
With the establishment of the company or increase of the charter capital, the contribution can be made in any currency. In
public accounting books, the amount is denominated in the national currency, the deposit may also be presented in the form of
other property or non-property objects, which need to be assessed by an independent expert. The partner responsible for the
contribution is liable to the public for the value of the non-cash contribution that this object had at the time of registration.
Breakdown of Capital Change and Dynamics by Years can be found in the section "Information on Capital and Loan
Liabilities".
Rights and responsibilities of partners

The company has one partner, JSC Bank of Georgia
The partner of the society bears the rights and obligations established by this Charter and the legislation of Georgia.
On equal terms, the partners have equal rights and responsibilities
Each partner has the right to receive a copy of the annual report and all other publications. In addition, he has the right to check
the accuracy of the annual report and for this purpose to get to know with the accounting books of the company directly or
through an independent expert and to request clarifications from the bodies of the company after the submission of the annual
report, but before the approval of this report. If the report is found to be incorrectly drawn up, the costs of verifying this report
shall be borne by the public. These rights of control and inspection may be restricted only by the Law on Entrepreneurs of
Georgia.
The partner of the society has the full and unlimited right to dispose of his share (or part of it) in the society (including the right
to sell, give away, exchange, pledge without restriction).
The partner, with the permission of the General Meeting of Partners, is entitled to fully or partially give his share (part of the
share) to one or more partners or third parties of the company.
The partner shall transfer to the third party, together with the transfer of his share (part of the share) in the statutory fund, all
his rights and obligations related to such share (part of the share);
Partners enjoy the advantage of acquiring a share (part of a share) owed by a partner in proportion to their share in the statutory
fund.
The partner of the "Society" has the right to receive a dividend from the profit of the society in proportion to its share.
It is not allowed to buy your own share.
The partners, who together make up five percent of the authorized capital, are entitled to request the convening of a general
meeting of partners stating the purposes and grounds of this meeting.
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The partners jointly control the leadership of the community.
At the request of the partner, the General Director of the Society shall immediately provide him / her with information about
the activities of the Society and allow him / her to inspect the books and records of the Society.

The partner of the society is obliged not to disclose confidential information related to the activities of the society and by their
actions or inactions is obliged not to damage the image and / or business reputation of the society.

Audit Committee

An Audit Committee has been set up with the Company's Supervisory Board, whose main function is to facilitate the
functioning of internal audit and external audit. The Audit Committee consists of at least three members, appointed by the
Supervisory Board. The Audit Committee shall include at least one independent member of the Supervisory Board. Other
members of the Audit Committee are also appointed by the Company's Supervisory Board.

The members of the Audit Committee are:

Zurab Kokosadze (P / N 62001032255) - Member of the Audit Committee
Giorgi Chiladze (P / N 01008008277) - Member of the Audit Committee
Nikoloz Alavidze (P / N 59001000119) - Independent Member / Chairman of the Audit Committee
Levan Kulijanishvili (P / N 03001000435) - Member of the Audit Committee

Rights and responsibilities of the Audit Committee:
• Establish appropriate rules for internal accounting, financial reporting and control and oversee their compliance;
• Monitor compliance with current legislation by the company;
• Approve the regulations of the Internal Audit Service and organize its functioning
• Ensure the objectivity and independence of the Internal Audit Service from the Supervisory Board and the General
Directorate;
• Approve quarterly reports, audit evaluations and recommendations of the Internal Audit Service;
• Supervise the work of the Internal Audit Service;
• Approve the annual internal audit work program prepared by the Internal Audit Service;
• The Audit Committee meets at least once a quarter, and in emergencies at the request of the Company's Supervisory Board.
• The Audit Committee makes decisions by a simple majority of the members of the Committee present, who do not have the
right to abstain from voting.
The Audit Committee is chaired by the Chairman of the Committee, who is elected by the Supervisory Board.
All the essential parts of the company's management processes are discussed in the prospectus, under the heading "Main
activities". In addition, the company has procedures written in internal documents. The list of basic procedures is as follows:

97

• Business leasing project preparation, approval, issuance, monitoring and repayment procedure. Operating leasing on cars
for individuals and legal entities
• Auto leasing for individuals
• Auto leasing for legal entities
• Procedure for auto leasing, turbo, approval, issuance, monitoring and repayment of individuals
• Procedure for working with a problem portfolio, litigation and asset sales.
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The list of documents that are mentioned is currently in the registration document
In the registration document the following documents are mentioned:






Audited financial statements - 2018 and 2019 years
The company’s charter (Application number for search purposes in NAPR system is B18203291
Agreement between the placement agent and the Issuer
Agreement between the payment and the calculation agent and the issue(the payment and settlement agent is the
same person)
Agreement between the Bondholders Representative and the Issuer

The Company doesn’t possess any other material contracts not mentioned in the prospectus.

Abovementioned documents, excluding confidential contracts with placement and issuer, CPA and issuer and
bondholder representative and issuer will be published on the issuers website www.leasing.ge
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Overview of the Bonds

Statement about Working Capital needs
Company’s working capital (Short term assets minus Short term liabilities) by 31 March 2021 was GEL 23,777 thousand
(31/12/2020: GEL 3,822 thousand, 31/12/2019: GEL -3,937 thousand), the issuance of the bonds, which will refinance existing
mature bonds, will significantly improve the working capital. In particular, working capital after the issuance shall amount to
GEL 74,954 thousands. Working capital after the issue of the bonds will be sufficient to finance the issuer 's current activities
for one year.
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Description of Conflicts of Interest of the parties related to the Offering
The Issuer, Placement Agent, Calculation and Principal Paying Agent and Registrar are the related persons - the placement,
calculation and principal paying agent and the registrar and issuer have a common ultimate parent company.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.
The representative of the bondholders is “Nodia, Urumashvili and Partners Ltd” (JSC 204484628), phone: 0322 207 407.
For information on other third parties and bond terms, see the Offer Terms document.
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Offering Terms, Expected Schedule and Procedures Required to Participate in the Offering
Terms and Conditions of the Bonds
The issue of USD 12,000,000 and EUR 3,000,000 bonds, with maturity of 2 years was authorised by a resolution of the
supervisory board of the Company passed on 17 June 2021.
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(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. In case of
existence of contradicting statutes between the agreement and the prospectus, terms and conditions of prospectus shall prevail.
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 6 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 5(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 13 of these Terms and Conditions.
Payments of principal and interest in respect of the Bonds will be made in accordance with a Fiscal Agency Agreement between
the Company and JSC Galt & Taggart as calculation and paying agent (the “Calculation and Paying Agent”). Each Bondholder
is entitled to inspect a copy of the Fiscal Agency Agreement, which will be available at the specified office of the Calculation
and Paying Agent and is deemed to have notice of, and be bound by, all the provisions of the Fiscal Agency Agreement
applicable to them.

FORM, SPECIFIED DENOMINATION AND TITLE
The Bonds are issued as dematerialized book-entry bonds, in the electronic form. Nominal value of a single bond is
USD 1,000 (one thousand United States Dolars) and EUR 1,000 (one thousand Euros).
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."

1.
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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 investo rs,
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 the Issuer's website) before or right after commencemen t
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).
The bond is offered to a wide range of investors interested in investing in US dollar and euro denominated securities.
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. Prior to receiving such notice, the investor
does not have the opportunity to start trading in securities.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.

103

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.
It is not yet known to the issuer whether the issuer's management, members of the board of directors or supervisory board and
/ or significant shareholders (partners) will participate in the offer. Also the issuer has no information about the person who
wants to subscribe more than 5 percent of the offer;
In case of excess amount paid by the applicants, the surplus paid is kept in the applicant's brokerage account. This amount is
refunded according to the standard procedure, based on the client's request, no later than 1 working day.
2.

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.
II.

III.

(i) Submits to the National Bank of Georgia an amendment to the Prospectus explaining all changes made to
the Prospectus;
Publishes an announcement on the Issuer's web-site as soon as they are approved by the National bank of
Georgia 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;
Sets time limit of no less than 5 days for investors to respond to cancellation. After this period has passed, the
Issuer is entitled to carry out amended public 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

If the information in relation to any material event is changed in the Prospectus, the issuer shall apply to the National Bank and
provide it with information on the reason for the changes, their content and their probable impact on the investors' decision.If
the National Bank approves the changes, the changes become part of the final draft and it must be notified in writing to the
placement agent and all the investors and potential investors with whom it has negotiated the purchase of the securities.
If there is change in the Prospectus about the material or non-material information, investors who already purchased bonds
have the right to cancel the bonds and request their immediate cashing out of the nominal value and accrued interest within at
least 5 working days from the receipt of the notification of changes, but not later than the deadline specified in the relevant
notice. In such a case, the issuer must withdraw the bonds within 10 working days. Investors who have applied to purchase the
bonds may refuse to purchase the bonds within at least 5 days of receiving notice of the change, but not later than the deadline
specified in the relevant notice. Investors ("bondholders") who do not refuse the purchased bonds are subject to the new terms
of the offer.
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 (not later than 1 month), 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
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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 ( Terms and Conditions of the Bonds,
5(a) subparagraph) save for those claims that are preferred by mandatory provisions of applicable law.
4. 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, 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.
5. APPOINTMENT OF BONDHOLDERS' REPRESENTATIVE
a.

b.

c.

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 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.
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. In such a case, the bondholder is entitled to act individually in
relation to the specific issue of "bondholder" (or whose "nominal holder") has not complied with the requirements of this
paragraph.
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.
6.

COVENANTS

(a) 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.
(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 6(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.
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(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 an important part 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.
(I)

(II) The Issuer shall procure that no Material Subsidiary shall, without the prior written consent of the Bondholders'

Representative (x) enter into any reorganisation (whether by way of a merger, accession, division, separation or
transformation) 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 relevant Material Subsidiaries’ properties or assets, unless, in any case:
(i) immediately after the transaction referred to in (x) or (y) above:
(A) such Material Subsidiary shall be the Successor Entity; or
(B) the Successor Entity (if not such Material Subsidiary) shall retain or succeed to all of
the rights and obligations of the relevant Material Subsidiary 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;
and
(iii) the relevant transaction referred to in (x) or (y) above shall not result in a Material Adverse Effect .
(III) Notwithstanding the foregoing, any Material Subsidiary may consolidate with, merge with or into or convey, transfer

or lease, in one transaction or a series of related transactions, all or substantially all of its assets to the Issuer or another
Subsidiary of the Issuer (which after such transaction will be deemed to be a Material Subsidiary for purposes hereof ).
(IV) This Condition 5(c) shall not apply to (i) any transaction between the Issuer and any of its wholly-owned Subsidiaries,

(ii) the leasing, sale and disposal of assets in the ordinary course of conducting its business and operations, or (iii)
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 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.
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(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
(1) each such transaction is on arm's-length terms for Fair Market Value; and
(2) 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) the leasing, sale and disposal of assets in the ordinary course of conducting its business and operations, or (iii) any
present or future assets or revenues or any part thereof that are the subject of any securitisation or any receivables, assetbacked 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 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 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
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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
2020, 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 2019 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 2019
from the issuance or sale of its share capital and the conversion or exchange subsequent to 31 December
2019 of any Indebtedness of the Issuer into or for share capital of the Issuer; or
(h) Indebtedness:

(i)

(ii)

The Issuer shall not be permitted to create, incur, assume or otherwise become liable in respect of any
Indebtedness, other than:
any Indebtedness, provided that total Indebtedness of the Group excluding unsecured contingent liabilities
arising in the ordinary course of business and lease liabilities (including right-of-use liabilities) does not at any
time exceed 90% (ninety 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 ratio as of 31-mar-2021 is 0.85; and
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, no later than 15 May, 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, no later than 15 August,, 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
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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.
(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.

7.

INTEREST
Each Bond bears interest from and including the Issue Date, the interest is payable semi-annually in arrears on [●] and
[●] each year (at the end of the period), commencing on [●]. The date of payment of each interest provided for in this
(7th) Term is hereinafter referred to as the "Interest Payment Date".

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".
The "interest rate determination date" for each interest period shall be one calendar day before the first day of that
period.
8.

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. In case of the consent of the bondholder(s) to the said offer, the bonds, in the relevant part, will
be considered redeemed as a result of the principal amount unpaid by the issuer on the date of withdrawal and
the amount of accrued and unpaid interest. For avoidance of doubt, the bonds, in the relevant part, will be
considered redeemed only with the consent of the relevant bondholder(s) to the issuer 's offer, and to accept
or reject the said offer is the absolute and unconditional discretion of the respective bondholder(s). If the
bonds have not previously been redeemed or canceled, the bonds will be redeemed by paying the principal
(nominal) on [●]. The bonds may not be withdrawn at the discretion of the issuer, except as provided in the
prospectus (including in accordance with these "terms").
(b) Call Option: The Bonds may be redeemed at the option of the Issuer in whole, but not in part, on any of the Call
Option Settlement Dates, on giving not less than 30 Business Days' notice to the Bondholders and Nominal Holders
who are registered at the primary Register maintained by the Registrar (which notice shall be irrevocable), at their
principal amount, together with accrued and unpaid interest to the Call Option Settlement Date (if any)
“Call option dates” include: Date of payment of any coupon 1 year after the issue of the bonds
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(c) 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.
(d) 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).
9.

PAYMENTS
i. Method of Payment:
1. 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 USD dollars and euros 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.
2.

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 US dollars or euros,
then the payment may be made to the Bondholder or Nominal Holder (as the case may be) net of
currency conversion fees.

3.

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.
ii. 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.
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.
4.
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iii.

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 US dollars or euros 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.

iv.

Payments subject to Fiscal Laws: All payments are subject in all cases to any applicable fiscal or other
laws, regulations and directives of Georgia.

v.

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.

10. 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.
11. 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:

i. 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
ii. 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
iii. 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
iv. Insolvency:
1.

(i) the occurrence of any of the following events: (i) the Issuer or any Material Subsidiary initiating
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2.
3.

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;
the Issuer or any Material Subsidiary fails or is unable to pay its debts generally as they become
due; or
the shareholders of the Issuer approve any plan for the liquidation or dissolution of the Issuer; or

iii. 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
iv. 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
v. 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
vi. 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").
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.

12. MEETINGS OF BONDHOLDERS, MODIFICATION AND WAIVER
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 80 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
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Bondholders (and/or Nominal Holders acting on their behalf) holding not less than half 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,
unless the business of such meeting includes, inter alia, consideration of the following proposals: (i) to change any financial
terms of the bonds (ii) to change any date fixed for payment of principal or interest in respect of the Bonds; (iii) to alter the
method of calculating the amount of any payment in respect of the Bonds; (iv) to change the amount of principal and interest
payable in respect of the Bonds; (v) 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; (vi) to change the currency of payments
under the Bonds (other than such change as may be required by applicable law); (vii) 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).

The Issuer and/or a holder of no less than 10 percent of principal amount of outstanding bonds (and/or “Nominal Holders”
acting on their behalf) are eligible to convene such meeting.
A resolution in writing signed by or on behalf of the Bondholders who for the time being hold 80% 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.
All other resolutions to be made by the Bondholders, not qualifying for passing of an Extraordinary Resolution, shall be adopted
by Bondholders by a majority of at least 51% of the votes cast (“Ordinary Resolution”). Such a meeting may be convened by
the Issuer and/or by the Bondholders (and/or Nominal Holders acting on their behalf) holding not less than 5 per cent. in
principal amount of the Bonds for the time being outstanding. The quorum for any meeting convened to consider an Ordinary
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 Bondholders whatever
the principal amount of the Bonds held or represented.
A resolution in writing signed by or on behalf of the Bondholders who for the time being hold 51% or more of the outstanding
Bonds will take effect as if it were an Ordinary 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.

13. 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 onequarter 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.

14. INDEMNIFICATION OF THE BONDHOLDERS' REPRESENTATIVE
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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.

15. INVALIDITY OF ITEMS
The invalidity or loss of any provision of the Terms will not affect any other provisions of the Terms. If the scope of any
provision of these Terms and Conditions is so wide that it is inadmissible to be enforced, that provision shall be enforced
to the maximum extent and to the extent permitted by law.
16. NOTICES
The issuer will send notifications to the "bondholders" by e-mail to the Bondholders' Representative or 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. To avoid any doubts in case of sending the material
note to the appropriate address, it is considered that the note is send following the rules so that’s why it does not require
additional email send via Mail.
17. 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);
"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;
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"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;
Net financial debt to any person at the date of determination means (without duplication) the debt minus the cash on
hand.
"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:
a.

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;
"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;

115

"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.
„Potential event of default” means an event or circumstance which, on the basis of the sending / receiving of a
notice, the expiration of time and / or the issuance of a certificate / notice, is considered a "case of default".
"Repossessed property" means any existing or future immovable and / or movable property that, as a part of
normal operating business course, to satisfy a claim. Will be acquired or will continue to own a secured loan (s)
under the contract (s) and / or under the contract (s) relating to that contract (s) (eg mortgage, mortgage, etc.)

17. GOVERNMENT LAW AND JURISDICTION
a.
b.
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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.
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).

Price setting

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").
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Placement of the Bonds
The issuer 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.
The issuer will not issue and / or cancel all bonds offered (if any) by the offer described in this prospectus by returning
the amount paid to the bondholders, unless the minimum placement amount is placed on the issue date.
If total number of bond, defined by final prospectus, will not be placed by the end of offering date, unpublished bonds shall
be annulled (cancelled) 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.
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Linsting 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 .
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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 (resident or non-resident individuals and non-resident legal
entities ) 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.

Payments of interest on Bonds will be exempt from withholding tax and such payments of interest will not be included in the
joint taxable income of Bondholders If the Bonds are issued by a resident legal entity by public offering before January 1, 2023
and allowed to be traded on an organized market recognized by the National Bank of Georgia (listing A or B category of the
stock exchange)

The interest accrued on the Bonds is exempt from the income tax from the source and it shall not be considered in the joint
income of the bond holder if the bonds are issued by the resident of Georgia and allowed to trade in a foreign country recognized
stock exchange.
Interest paid to Bondholders that are companies registered in countries having preferential 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 bond alienation

Revenue received by a resident legal entity issued by the public offering in Georgia and from the bonds issued, wchich are
allowed to be traded on an organized market recognized by the National Bank of Georgia is exempt from taxation to a resident
of Georgia and non-resident individuals and non-resident legal entities
If the Exemption mentioned above does not apply, the following tax liabilities may arise:

 Taxation of profit from sale of Bonds by Non-Resident Legal Entity Bondholders
Profit of non-resident legal entities (taxable object - difference between initial and sale prices) will be taxed at a 15 percent
tax rate. If such sale triggers a tax exposure, the selling non-resident entity will be under an obligation to properly report
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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 profit from sale of Bonds by Non-Resident Individual Bondholders

Profit of non-resident individuals (taxable object - difference between initial and sale prices) is taxed at a 20 percent rate 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 profit from sale of Bonds by Resident Legal Entity Bondholders

The surplus income received by the resident legal entity of Georgia (the difference between the initial and sale prices) shall be
taxed in accordance with the rules established by the legislation of Georgia. (15% rate)..


Taxation of profit from sale of Bonds by Resident Individual Bondholders

Income from resident individuals (taxable object - difference between initial and sale prices) will be taxed at a 20 percent rate.
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.
Value Added Tax
Sales (supply) of the Bonds are exempt from Value Added Tax in Georgia.
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