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STATEMENT OF MANAGEMENT’S RESPONSIBILITIES FOR THE PREPARATION AND 

APPROVAL OF THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2019 

The following statement, which should be read in conjunction with the independent auditor’s responsibilities 

stated in the independent auditor’s report set out on page ii, is made with a view to distinguishing the 

respective responsibilities of management and those of the independent auditors in relation to the financial 

statements of JSC Metro Euphoria Hotel Batumi (hereinafter - the “company”). 

Management is responsible for the preparation of the financial statements that present fairly the financial 

position of the company at 31 December 2019 and the results of its operations, cash flows, and changes in 

equity for the year then ended, in accordance with International Financial Reporting Standards (“IFRS”). 

In preparing the financial statements, management is responsible for: 

 Selecting suitable accounting principles and policies and applying them consistently; 

 Making judgments and estimates that are reasonable and prudent; 

 Stating whether IFRS have been followed, subject to any material departures disclosed and explained 

in the  financial statements; and 

 Preparing the financial statements on a going concern basis, unless it is inappropriate to presume that 

the company will continue in business for the foreseeable future. 

Management is also responsible for: 

 Designing, implementing and maintaining an effective and sound system of internal controls, 

throughout the company; 

 Maintaining proper accounting records that disclose, with reasonable accuracy at any time, the  

financial position of the company, and which enable them to ensure that the financial statements of 

the company comply with IFRS; 

 Maintaining statutory accounting records in compliance with local legislation and accounting 

standards in the respective jurisdictions in which the company operates; 

 Taking such steps as are reasonably available to them to safeguard the assets of the company; and 

 Preventing and detecting fraud and other irregularities. 

The financial statements for the year ended 31 December 2019 were approved on behalf of the 

management on 17 February 2020 by: 

 

Director Hamdi Saglam _____________________ 

Director Esma Zandaradze _____________________ 

Chief Accountant Maia Murusidze _____________________ 
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Independent Auditors’ Report 

To the owners and the Management of JSC Metro Euphoria Hotel Batumi 

Opinion 

We have audited the financial statements of JSC Metro Euphoria Hotel Batumi, which comprise the statement of 

financial position as at 31 December 2019, the  statements of profit or loss and other comprehensive income, 

changes in equity and cash flows for the year then ended, and notes, comprising significant accounting policies 

and other explanatory information.      

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position 

of the Company as at 31 December 2019, and its financial performance and its cash flows for the year then ended 

in accordance with International Financial Reporting Standards (IFRS). 

Basis for Opinion 

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under 

those standards are further described in the Auditors’ Responsibilities for the Audit of the Financial Statements 

section of our report. We are independent of the Company in accordance with the International Ethics Standards 

Board for Accountants' Code of Ethics for Professional Accountants (IESBA Code) together with the ethical 

requirements that are relevant to our audit of the financial statements in jurisdiction, and we have fulfilled our 

other ethical responsibilities in accordance with these requirements and the IESBA Code. We believe that the 

audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. 

Emphasis of Matter 

Without qualifying our opinion we draw attention to note 9 of the accompanied financial statements wherein it is 

stated that the company has received non cash contribution of GEL 60.529.922 on account of equity injection, and 

accordingly the contributed amount was legally registered as capital contribution against the names of its 

shareholders in accordance with enacted laws of state of Georgia for registration of share capital. The said 

contribution was made in the year 2017 and at that time the same was qualified by the external auditor due to non-

availability of valuation report. However in the financial year ended 31 December 2018, the qualification was 

removed subject to the satisfaction of previous year auditor due to production of valuation report which could not 

be finalized and presented to the auditors during the audit of year ended 31 December 2017.  

We were appointed as auditor of the company for the year ended 31 December 2019 and in order to comply with 

the requirements of International Auditing Standard 510 on Initial Audit Engagements a fresh valuation report 

from industry’s renowned valuator was obtained to ascertain the value of non-cash contribution that could had 

been at the time of initial contribution and we found that the non-cash contribution was neither overstated and was 

nor impaired as well at the time of initial recognition and registration of capital contribution. 

Auditor’s responsibilities relating other information 

In accordance with Clause 10 of Article 7 of “The Law of Georgia on Accounting, Reporting and Auditing”, the 

PIE’s and enterprises of the first and second categories shall provide the management report to their auditor and 

the auditor will check it whether the report includes the information according to Paragraph 6 and Paragraph 7 ((c) 

and (g)) this Article (i.e Article 7). 

Management is responsible for the preparation of management report and the same is attached with the 

accompanying  financial statements. As per the above referred regulation the other information will comprise of; 

 Entity’s future development plans;  

 Review of the research and development performed by the entity; 

 Information on the branches of an entity; 
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 Review of the entity’s credit, market, liquidity and cash flow risks and mechanisms for their management; 

 Detailed information on the acquisition of its own shares; 

 Enterprise goal and policy with respect to financial risk management and; 

 Compliance with other Articles of the law of Georgia on Accounting, Reporting and Auditing (if 

applicable on the entity) 

The auditor will not express any form of conclusion/opinion on management report. The responsibility of the 

auditor is limited to read the other information and, in doing so, we will consider: 

Whether the financial information is materially consistent with the financial statements for the year ended 

December 31, 2019 

Whether it contains all the contents that are to be presented in management report in accordance with the regulatory 

requirements of “The Law of Georgia on Accounting, Reporting and Auditing”. 

Other Matter Paragraph 

As per the requirements of Law of Georgia on Accounting, Reporting and Auditing, the company has prepared its 

management report and is presented with these financial statements. Based on the procedures we have performed, 

no material departure is observed and management report is prepared and is reviewed by the auditor in accordance 

with the section “Auditor’s responsibilities relating other information/regulatory requirements” of this audit report.  

The  financial statement of the company for the year ended 31 December 2018 were audited by other auditor, who 

on September 30, 2019 expressed an unmodified opinion on those financial statements. 

Responsibilities of Management and Those Charged with Governance for the Financial Statements  

Management is responsible for the preparation and fair presentation of the financial statements in accordance with 

IFRSs, and for such internal control as management determines is necessary to enable the preparation of financial 

statements that are free from material misstatement, whether due to fraud or error.  

In preparing the financial statements, management is responsible for assessing the company’s ability to continue 

as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis 

of accounting unless management either intends to liquidate the company or to cease operations, or has no realistic 

alternative but to do so.  

Those charged with governance are responsible for overseeing the company’s financial reporting process. 

Auditor’s Responsibilities for the Audit of the Financial Statements  

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from 

material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. 

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance 

with ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error 

and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the 

economic decisions of users taken on the basis of these financial statements.  

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional 

scepticism throughout the audit. We also: 

 Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or 

error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient 

and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from 

fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, 

misrepresentations, or the override of internal control.  

 Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are 

appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 

company’s internal control.  

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and 

related disclosures made by management.  
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 Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based 

on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast 

significant doubt on the company’s ability to continue as a going concern. If we conclude that a material 

uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the financial 

statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit 

evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause the 

company to cease to continue as a going concern.  

 Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, 

and whether the financial statements represent the underlying transactions and events in a manner that achieves 

fair presentation. 

We communicate with those charged with governance regarding, among other matters, the planned scope and 

timing of the audit and significant audit findings, including any significant deficiencies in internal control that we 

identify during our audit. 

 

17 February, 2020 

RSM Georgia 

Managing Partner: Giorgi Kvinikadze
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Statement of Financial Position At the End of 2019 Year 

 

GEL Notes 
31 December 

2019 

31 December 

2018 

 Property, Plant and Equipment 3  64.135.165   66.653.350  

 Right-of-Use Asset 4  17.676.143  -  

 Total Non-Current Assets    81.811.308  66.653.350 

 Loans Issued 5  906.066   -    

 Inventory 6  864.809   711.380  

 Trade and Other Receivables 7  2.513.743   3.681.586  

 Cash and Cash Equivalents 8  1.474.176   207.260  

 Total Current Assets    5.758.794   4.600.226  

 TOTAL ASSETS    87.570.102    71.253.576 

 Share Capital 9  60.529.922   60.529.922  

 Retained Earnings   7.901.930   5.369.292  

 TOTAL EQUITY    68.431.852   65.899.214  

 Lease Liabilities 12  5.492.426  - 

 Total Current Liabilities    5.492.426  - 

 Trade and Other Payables 10 2.136.206 4.626.500 

 Taxes Payable  11  408.920   727.862  

 Lease Liabilities 12  11.100.698  -  

 Total Non-Current Liabilities    13.645.824  5.354.362 

 TOTAL LIABILITIES    19.138.250  5.354.362 

 TOTAL EQUITY AND LIABILITIES     87.570.102    71.253.576 

 

 

 

Director Hamdi Saglam _____________________ 

Director Esma Zandaradze _____________________ 

Chief Accountant Maia Murusidze _____________________ 
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Statement of Profit or Loss and Other Comprehensive Income for 2019 Year 

 

GEL Notes 2019 2018 

Revenue 13 27.003.948 18.292.402 

Cost of Revenue Earned 14 (21.857.359) (13.419.475) 

Gross Profit  5.146.589 4.872.927 

    

G&A Expenses 15 (2.153.025) (2.434.354) 

Other Non-Operating Income / (Loss) 17 (156.225) (227.245) 

Net Finance Income / (Cost) 16 (58.498) (74.006) 

Interest Expense on Lease Liabilities 12 (228.578) - 

Income Before Taxes  2.550.263 2.137.322 

Income Tax Expense 18 - - 

Net Income  2.550.263 2.137.322 

Other Comprehensive Income  - - 

Total Comprehensive Income  2.550.263 2.137.322 

Earnings Per Share (EPS)    

Basic 19 0.042 0.035 

Diluted 19 0.042 0.035 

 
 

 

 

 

Director Hamdi Saglam _____________________ 

Director Esma Zandaradze _____________________ 

Chief Accountant Maia Murusidze _____________________ 
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Statement of Changes in Equity For the period 2019 Year 

 
GEL Notes  Share Capital   Retained Earnings   Total Equity  

At 31 December 2017 9 60.529.922 3.231.970 63.761.892 

 Profit for the Year   - 2.137.322 2.137.322 

 Other Comprehensive 

Income for the Year  
 - - - 

 Total Comprehensive 

Income for the Year  
 - 2.137.322 2.137.322 

 Increase of Share Capital   - - - 

At 31 December 2018 9 60.529.922 5.369.292 65.899.214 

IFRS 16 Transition Effect  - (17.625) (17.625) 

At 01 January 2019   60.529.922   5.351.667   65.881.589  

 Profit for the Year   - 2.550.263 2.550.263 

 Other Comprehensive 

Income for the Year   
- - - 

 Total Comprehensive 

Income for the Year   
- 2.550.263 2.550.263 

 Increase of Share Capital   - - - 

At 31 December 2019 9  60.529.922   7.901.930   68.431.852  

 

 

Director Hamdi Saglam _____________________ 

Director Esma Zandaradze _____________________ 

Chief Accountant Maia Murusidze _____________________ 

 

 

 

 



JSC Metro Euphoria Hotel Batumi 

Financial Statements 

For The Year Ended 31 December 2019 

GEL 

8 
 

 

Statement of Cash Flow 

 

 GEL Note 
31 December 

 2019 

31 December 

2018 

CASH FLOWS FROM OPERATING 

ACTIVITIES    
Profit before tax for the year:  2.550.263 2.137.322 

    

Adjustments:  8.338.445 3.584.002 

Depreciation and Amortization – Property, Plant 

and Equipment 
3 3.027.161 2.649.655 

Depreciation and Amortization – Right-of-Use 

Asset 
4 4.481.755 - 

Write Off - Property, Plant and Equipment 3 - 23.118 

Write Off - Slow Moving Inventory 6 (163.802) - 

(Gain)/Loss on Sale of Property, Plant and 

Equipment 
3 10.721 - 

Provision for Doubtful Receivables 7 679.542 837.223 

Provision for Loans Issued to Related Parties 5 18.491 - 

Net Foreign Exchange Difference 16 60.366 96.456 

Interest Income 16 (4.367) (24.262) 

Interest Expense 16 - 1.812 

Interest Expense on Lease Liabilities (IFRS 16) 12 228.578 - 

Operating Activities Before Changes in Capital  (2.336.613) 1.209.209 

Decrease/(Increase) in Inventory 6 10.373 (543.108) 

Decrease/(Increase) in Trade and Other 

Receivables 
7 462.250 (1.609.891) 

Decrease/(Increase) in Trade and Other Payables 10 (2.490.294) 3.207.857 

Decrease/(Increase) in Tax Liabilities 11 (318.942) 154.351 

NET CASH FLOWS GENERATED FROM 

OPERATING  

ACTIVITIES (Used in Operational Activities) 

8.552.095 6.930.533 

Interest Paid                      -                (1.812) 

Interest Received                      -               28.172  

Interest Paid on Lease Liabilities (IFRS 16)  (228.578)                     -    

Income Tax Paid  - - 

NET CASH FLOWS FROM OPERATING 

ACTIVITIES 
 8.323.517      6.956.893  

    

CASH FLOWS FROM INVESTING 

ACTIVITIES 
   

Purchase of Property, Plant and Equipment 3        (536.619)     (9.739.331) 

Sale of Property, Plant and Equipment 3            16.922                      -    

CASH FLOWS FROM INVESTING 

ACTIVITIES 
        (519.697)     (9.739.331) 

    

CASH FLOWS FROM FINANCING 

ACTIVITIES  
  

Payment of Lease Liability 12 (5.582.399)                     -    

Issued Loans 5        (922.687)                     -    

Loans Receipts 5                     -             276.070  

Borrowings - Payment of Principal 4                     -             (10.631) 

CASH FLOWS FROM FINANCING 

ACTIVITIES 
  (6.505.086)          265.439  
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Cash and Cash Equivalents as of January 1st           207.260       2.728.218  

Effect of Exchange Rate changes on Cash and 

Cash Equivalents 
          (31.818)             (3.959) 

Net Increase (Decrease) in the Year         1.298.734      (2.516.999) 

As of December 31st       1.474.176           207.260  

 

 

 

Director Hamdi Saglam _____________________ 

Director Esma Zandaradze _____________________ 

Chief Accountant Maia Murusidze _____________________ 
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1. Reporting Entity 

(a) Organization and Operations 

JSC Metro Euphoria Hotel Batumi (the Company) is a Georgian joint-stock company as defined in 

the Civil Code of Georgia. The Company was established in 2017. The Company`s identification 

code is 445504482. The Company’s registered office is 1, Gogoli Street, Batumi, Georgia. 

The Company's share as of December 31, 2019 is as follows: JSC Metro Ticari ve Mali Yatirimlar 

(Identification Code: 92220039184; Registered Address: 171, Büyükdere Avenue, Şişli, Istanbul, 

Turkey - 100% (2018: 100%).  

The composition of the shareholders of parent company: 38.11% - Galip Ozturk Turizm Yatirimlar 

JSC; 61.89% - Other shareholders (Each less than 5%). Galip Ozturk Turizm Yatirimlar JSC is fully 

personal-owned entity and ultimate owner is Galip Ozturk. 

Metro Euphoria Hotel Batumi JSC’s primary activity is provision of accommodation, meal and 

entertainments activities, conference rooms for domestic and international guests. 

The company leases four hotels besides its owned Euphoria Hotel Batumi: 1) Business Legend Hotel; 

2) Metro Sky Tower; 3) Apartments Hotel; 4) Intourist Hotel Batumi. City Hotel Batumi was leased 

by the company throughout the 2019 year. 

The company has hired JSC Metro Atlas Georgia (Identification Code: 445406631), which provides 

management service of Euphoria Hotel. Service fee is fixed at 3% of revenue generated. 

(b) Georgian Business Environment 

The Company’s operations are all located in Georgia. Consequently, the Company is exposed to the 

economic and financial markets of Georgia, which display characteristics of an emerging market. 

The legal, tax and regulatory frameworks continue development, but are subject to varying 

interpretations and frequent changes which together with other legal and fiscal impediments 

contribute to the challenges faced by entities operating in Georgia. The financial statements reflect 

management’s assessment of the impact of the Georgian business environment on the operations and 

the financial position of the Company. The future business environment may differ from 

management’s assessment. 

2. Summaries of Significant Accounting Policies 

Basis of Preparation 

These financial statements have been prepared on a going concern basis and in accordance with 

International Financial Reporting Standards (“IFRS”), being standards and interpretations issued by 

the International Accounting Standards Board (“IASB”), in force at 31 December 2019.  

The financial statements have been prepared under the historical cost convention, unless mentioned 

otherwise in the accounting policies below (e.g. certain financial instruments that are measured at 

fair value). Historical cost is generally based on the fair value of the consideration given in exchange 

for assets. 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly 

transaction between market participants at the measurement date. When measuring the fair value of 

an asset or a liability, the Company uses market observable data to the extent possible. If the fair 

value of an asset or a liability is not directly observable, it is estimated by the Company (working 

closely with external qualified value) using valuation techniques that maximize the use of relevant 

observable inputs and minimize the use of unobservable inputs (e.g. by use of the market comparable 

approach that reflects recent transaction prices for similar items, discounted cash flow analysis, or 

option pricing models refined to reflect the issuer’s specific circumstances). Inputs used are 



JSC Metro Euphoria Hotel Batumi 

Financial Statements 

For The Year Ended 31 December 2019 

GEL 

11 
 

consistent with the characteristics of the asset / liability that market participants would take into 

account. 

Fair values are categorized into different levels in a fair value hierarchy based on the degree to which 

the inputs to the measurement are observable and the significance of the inputs to the fair value 

measurement in its entirety:  

•           Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active 

markets for identical assets or liabilities. 

•           Level 2 fair value measurements are those derived from inputs other than quoted prices 

included within Level 1 that are observable for the asset or liability, either directly (i.e. as prices) or 

indirectly (i.e. derived from prices). 

•           Level 3 fair value measurements are those derived from valuation techniques that include 

inputs for the asset or liability that are not based on observable market data (unobservable inputs). 

Transfers between levels of the fair value hierarchy are recognized by the Company at the end of the 

reporting period during which the change occurred. 

Functional and Presentation Currency 

The national currency of Georgia is the Georgian Lari (GEL), which is the Company’s functional 

currency and the currency in which these financial statements are presented. 

Application of New or Revised Standards and Pronouncements 

The company has adopted all of the new or amended Accounting Standards and Interpretations issued 

by the International Accounting Standards Board ('IASB') that are mandatory for the current 

reporting period. 

Any new or amended Accounting Standards or Interpretations that are not yet mandatory have not 

been early adopted. 

The following Accounting Standards and Interpretations are most relevant to the company: 

IFRS 16 Leases 

The company has adopted IFRS 16 from 1 January 2019. The standard replaces IAS 17 'Leases' and 

for lessees eliminates the classifications of operating leases and finance leases. Except for short-term 

leases and leases of low-value assets, right-of-use assets and corresponding lease liabilities are 

recognized in the statement of financial position. Straight-line operating lease expense recognition is 

replaced with a depreciation charge for the right-of-use assets (included in operating costs) and an 

interest expense on the recognized lease liabilities (included in finance costs).  

In the earlier periods of the lease, the expenses associated with the lease under IFRS 16 will be higher 

when compared to lease expenses under IAS 17. However, EBITDA (Earnings Before Interest, Tax, 

Depreciation and Amortization) results improve as the operating expense is now replaced by interest 

expense and depreciation in profit or loss.  

For classification within the statement of cash flows, the interest portion is disclosed in operating 

activities and the principal portion of the lease payments are separately disclosed in financing 

activities. For lessor accounting, the standard does not substantially change how a lessor accounts 

for leases. 

 

Impact of adoption 

IFRS 16 was adopted using the simplified approach and as such the comparatives have not been 

restated.  
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1 January, 

2019 

  

Total Undiscounted Lease Payments 5.866.280 

Operating lease commitments discount based on the weighted average incremental 

borrowing rate of 7.8% (IFRS 16) 
(906.022) 

Short-term leases not recognized as a right-of-use asset (IFRS 16) (582.182) 

Low-value assets leases not recognized as a right-of-use asset (IFRS 16) (7.646) 

Accumulated depreciation as at 1 January 2019 (IFRS 16) (518.526) 

Right-of-use assets (IFRS 16) 3.851.905 

  

Lease Liabilities 4.370.430 

Discount Expense 13.105 

Principal Payment (514.005) 

Lease Liabilities (IFRS 16) 3.869.530 

  

Reduction in opening retained profits as at 1 January 2019 (17.625) 

 

2.1. Accounting Policies 

(a) Property, Plant and Equipment 

i. Recognition and Measurement 

Items of property, plant and equipment, except for land, are measured at cost less accumulated 

depreciation and any accumulated impairment losses. Land is measured at cost less any accumulated 

impairment losses. 

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of self-

constructed assets includes the cost of materials and direct labour, any other costs directly attributable 

to bringing the asset to a working condition for their intended use, the costs of dismantling and 

removing the items and restoring the site on which they are located and capitalized borrowing costs. 

Purchased software that is integral to the functionality of the related equipment is capitalized as part 

of that equipment. 

If significant parts of an item of property, plant and equipment have different useful lives, they are 

accounted for as items (major components) of property and equipment. 

Any gain or loss on disposal of an item of property and equipment is determined by comparing the 

proceeds from disposal with the carrying amount of property and equipment, and is recognised net 

within other income/other expenses in profit or loss.  

ii.Subsequent Expenditure 

The cost of replacing a component of an item of property and equipment is recognised in the carrying 

amount of the item if it is probable that the future economic benefits embodied within the component 

will flow to the Company, and its cost can be measured reliably. The carrying amount of the replaced 

component is derecognised. The costs of the day-to-day servicing of property and equipment are 

recognised in profit or loss as incurred. 

iii.Depreciation 

Items of property and equipment are depreciated from the date that they are installed and are ready 

for use, or in respect of internally constructed assets, from the date that the asset is completed and 

ready for use. Depreciation is based on the cost of an asset less its estimated residual value. 
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Depreciation is generally recognized in profit or loss on a straight-line basis over the estimated useful 

lives of each part of an item of property and equipment, since this most closely reflects the expected 

pattern of consumption of the future economic benefits embodied in the asset. Leased assets are 

depreciated over the shorter of the lease term and their useful lives unless it is reasonably certain that 

the Company will obtain ownership by the end of the lease term. Land is not depreciated. 

The estimated useful lives of significant items of property and equipment for the current and 

comparative periods are as follows: 

 Buildings         50    Years; 

 Plant and Machinery                        10    Years; 

 Computers, Furniture and Other      3-10 Years; 

 Motor Vehicles                    10     Years; 

Depreciation methods, useful lives and residual values are reviewed at each reporting date and 

adjusted if appropriate. 

(b) Right-of-Use Assets 

A right-of-use asset is recognized at the commencement date of a lease. The right-of-use asset is 

measured at cost, which comprises the initial amount of the lease liability, adjusted for, as applicable, 

any lease payments made at or before the commencement date net of any lease incentives received, 

any initial direct costs incurred, and, except where included in the cost of inventories, an estimate of 

costs expected to be incurred for dismantling and removing the underlying asset, and restoring the 

site or asset. 

Right-of-use assets are depreciated on a straight-line basis over the unexpired period of the lease or 

the estimated useful life of the asset, whichever is the shorter. Where the company expects to obtain 

ownership of the leased asset at the end of the lease term, the depreciation is over its estimated useful 

life. Right-of use assets are subject to impairment or adjusted for any remeasurement of lease 

liabilities. 

The company has elected not to recognise a right-of-use asset and corresponding lease liability for 

short-term leases with terms of 12 months or less and leases of low-value assets. Lease payments on 

these assets are expensed to profit or loss as incurred. 

(c) Financial Instruments 

Financial assets and liabilities 

Measurement methods 

Amortized cost and effective interest rate  

The amortized cost is the amount at which the financial asset or financial liability is measured at 

initial recognition minus the principal repayments, plus or minus the cumulative amortization using 

the effective interest method of any difference between that initial amount and the maturity amount 

and, for financial assets, adjusted for any loss allowance  

The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts 

through the expected life of the financial asset or financial liability to the gross carrying amount of a 

financial asset (i.e. its amortized cost before any impairment allowance) or to the amortized cost of 

a financial liability. The calculation does not consider expected credit losses and includes transaction 

costs premiums or discounts and fees and points paid or received that are integral to the effective 

interest rate such as origination fees. For purchased or originated credit-impaired (POCI) financial 

assets- assets that are credit-impaired at initial recognition - the company calculates the credit-

adjusted effective interest rate, which is calculated based on the amortized cost of the financial asset 
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instead of its gross carrying amount and incorporates the impact of expected credit losses in estimated 

future cash flows.  

When the company revises the estimates of future cash flows, the carrying amount of the respective 

financial assets or financial liability is adjusted to reflect the new estimate discounted using the 

original effective interest rate. Any changes are recognized in profit or loss. 

Interest Income 

Interest income is calculated by applying the effective interest rate to the gross carrying amount of 

financial assets, except for: 

POCI financial assets, for which the original credit-adjusted effective interest rate is applied to the 

amortized cost of the financial asset. 

Financial assets that are not ‘POCI' but have subsequently become credit-impaired (or 'stage 3), for 

which interest revenue is calculated by applying the effective interest rate to their amortized cost (i.e. 

net of the expected credit loss provision).  

Initial recognition and measurement  

Financial assets and financial liabilities are recognized when the company becomes a party to the 

contractual provisions of the instrument. Regular way purchases and sales of financial assets are 

recognized on trade-date, the date on which the company commits to purchase or sell the asset. 

At initial recognition, the company measures a financial asset or financial liability at its fair value 

plus or minus, in the case of a financial asset or financial liability not at fair value through profit or 

loss, transaction costs that are incremental and directly attributable to the acquisition or issue of as 

fees and commissions. Transaction costs of financial assets and financial liabilities carried at fair the 

financial asset or financial liability value through profit or loss are expensed in profit or loss. 

Immediately after initial recognition, an expected credit loss allowance (ECL) is recognized for 

financial assets measured at amortized cost and investments in debt instruments measured at FVOCI, 

as described in note 2.1, which results in an accounting loss being recognized in profit or loss when 

an asset is newly originated. 

When the fair value of financial assets and liabilities differs from the transaction price on initial 

recognition, the entity recognizes the difference as follows:  

When the fair value is evidenced by a quoted price in an active market for an identical asset or 

liability (i.e. a Level 1 input) or based on a valuation technique that uses only data from observable 

markets the difference is recognized as a gain or loss  

b) In all other cases, the difference is deferred and the timing of recognition of deferred day one profit 

or loss is determined individually. It is either amortized over the life of the instrument, deferred until 

the instrument's fair value can be determined using market observable inputs, or realized through 

settlement. 

Financial Assets  

Classification and subsequent measurement 

From 1 January 2018, the company has applied IFRS 9 and classifies its financial assets in the 

following measurement categories: 

Fair value through profit or loss (FVPL), 

Fair value through other comprehensive income (FVOCI), or 

Amortized cost  

The classification requirements for debt and equity instruments are described below: 
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Debt Instruments  

Debt instruments are those instruments that meet the definition of a financial liability from the issuer's 

perspective, such as loans, government and corporate bonds and trade receivables purchased from 

clients in factoring arrangements without recourse. 

Classification and subsequent measurement of debt instruments depend on:  

 the company's business model for managing the asset, and 

 the cash flow characteristics of the asset. 

Based on these factors, the company classifies its debt instruments into one of the following three 

measurement categories: 

Amortised cost: Assets that are held for collection of contractual cash flows where those cash flows 

represent solely payments of principal and interest (SPPI), and that are not designated at FVPL. are 

measured at amortized cost. The carrying amount of these assets is adjusted by any expected credit 

loss allowance recognized and measured as described in note 3.1.2 Interest income from these 

financial assets is included in ‘’Interest and similar income’’ using the effective interest rate method. 

Fair value through other comprehensive income (FVOCl): Financial assets that are held for 

collection of contractual cash flows and for selling the assets, where the assets' cash flows represent 

solely payments of principal and interest, and that are not designated at FVPL, are measured at fair 

value through other comprehensive income (FVOCI), Movements in the carrying amount are taken 

through OCI, except for the recognition of impairment gains or losses, interest revenue and foreign 

exchange gains and losses on the instrument's amortized cost which are recognized in profit or loss. 

When the financial asset is derecognized, the cumulative gain or loss previously recognized in OCI 

is reclassified from equity to profit or loss and recognized in 'Net Investment income’.  Interest 

income from these financial assets is included in 'Interest income using the effective interest rate 

method. 

Fair value through profit or loss (FVPL): Assets that do not meet the criteria for amortized cost 

or FVOCI are measured at fair value through profit or loss. A gain or loss on a debt investment that 

is subsequently measured at fair value through profit or loss and is not part of a hedging relationship 

is recognised in profit or loss and presented in the profit or loss statement within Net trading income 

in the period in which it arises, unless it arises from debt instruments that were designated at fair 

value or which are not held for trading, in which case they are presented ly in 'Net investment income. 

Interest income from these financial assets is included in "Interest income using the effective interest 

rate method.  

Business model: the business model reflects how the company manages the assets in order to 

generate cash flows. That is, whether the company's objective is solely to collect the contractual cash 

flows from the assets or is to collect both the contractual cash flows and cash flows arising from the 

sale of assets. If neither of these is applicable (e g. financial assets are held for trading purposes), 

then the financial assets are classified as part of other business model and measured at FVPL Factors 

considered by the company in determining the business model for a group of assets include past 

experience on how the cash flows for these assets were collected, how the asset’s performance  is 

evaluated and reported to key management personnel, how risks are assessed and managed and how 

managers are compensated.  

SPPI: Where the business model is to hold assets to collect contractual cash flows or to collect 

contractual cash flows and sell, the company assesses whether the financial instruments cash flows 

represent solely payments of principal and interest (the SPPI test). In making this assessment, the 

company considers whether the contractual cash flows are consistent with a basic lending 

arrangement i.e. interest includes only consideration for the time value of money, credit risk other 

basic lending risks and a profit margin that is consistent with a basic lending arrangement. Where the 
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contractual terms introduce exposure to risk or volatility that are inconsistent with a basic lending 

arrangement, the related financial asset is classified and measured at fair value through profit or loss.  

The company reclassifies debt investments when and only when its business model for assets changes 

The reclassification takes place from the start of the first reporting period following the change Such 

changes are expected to be very infrequent and none occurred during the period. 

Equity instruments 

Equity instruments are instruments that meet the definition of equity from the issuer's perspective, 

that is instruments that do not contain a contractual obligation to pay and that evidence a residual 

interest in the issuer's net assets. Examples of equity instruments include basic ordinary shares. 

Impairment  

The company assesses on a forward-looking basis the expected credit losses (ECL') associated with 

its debt instrument assets carried at amortized cost and FVOCI and with the exposure arising from 

loan commitments and financial guarantee contracts. The company recognizes a loss allowance for 

such losses at each reporting date. The measurement of ECL reflects: 

An unbiased and probability-weighted amount that is determined by evaluating a range of possible 

outcomes; 

The time value of money, and  

Reasonable and supportable information that is available without undue cost or effort at the reporting. 

date about past events, current conditions and forecasts of future economic conditions. 

In addition, for trade receivables that are assessed not to be impaired individually, the Company 

assesses them collectively for impairment, based on the Company's past experience of collecting 

payments, an increase in the delayed payments in the portfolio, observable changes in economic 

conditions that correlate with default on receivables, etc. 

The schedule for assessing impairment allowance for trade receivables is presented below: 

Days past due Less than 30 days 31 – 60 days 61-90 days 91-180 days 
181-360 

days 

Percentage of allowance 2% 5% 25% 50% 100% 

Derecognition  

Financial assets, or a portion thereof, are derecognised when the contractual rights to receive the cash 

flows from the assets have expired, or when they have been transferred and either (i) the company 

transfers substantially all the risks and rewards of ownership, or (ii) the company neither transfers 

nor retains substantially all the risks and rewards of ownership and the company has not retained 

control. 

Financial Liabilities 

Classification and subsequent measurement  

In both the current and prior period, financial liabilities are classified as subsequently measured at 

amortised cost, except for: 

Financial liabilities at fair value through profit or loss this classification is applied to derivatives 

financial liabilities held for trading (e.g. short positions in the trading booking) and other financial 

labilities designated as such at initial recognition. Gains or losses on financial liabilities designated 

at fair value through profit or loss are presented partially in other comprehensive income (the amount 

of change in the fair value of the financial liability that is attributable to changes in the credit risk of 

that liability, which is determined as the amount that is not attributable to changes in market 

conditions that give rise to market risk) and partially profit or loss (the remaining amount of change 

in fair value of the liability). This is unless suck a presentation would create, or enlarge, an accounting 
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mismatch, in which case the gains and losses attributable to changes in the credit risk of the liability 

are also presented in profit or loss; 

Financial liabilities arising from the transfer of financial assets which did not quality for 

derecognition, whereby a financial liability is recognised for the consideration received for the 

transfer. In subsequent periods, the company recognises any expense incurred on the financial 

liability, and financial guarantee contracts and loan commitments. 

Derecognition  

Financial liabilities are derecognized when they are extinguished (i.e. when the obligation specified 

in the contract is discharged, cancelled or expires). 

The exchange between the company and its original lenders of debt instruments with substantially 

different terms, as well as substantial modifications of the terms of existing financial liabilities, are 

accounted for as an extinguishment of the original financial liability and the recognition of a new 

financial liability. The terms are substantially different if the discounted present value of the cash 

flows under the new terms, including any fees paid net of any fees received and discounted using the 

original effective interest rate, is at least 10 % different from the discounted present value of the 

remaining cash flows of the original financial lability. In addition, other qualitative factors, such as 

the currency that the instrument is denominated in changes in the type of interest rate, new conversion 

features attached to the instrument and change in covenants are also taken into consideration. If an 

exchange of debt instruments or modification of terms is accounted for as an extinguishment, any 

costs or fees incurred are recognised as part of the gain or loss on the extinguishment. If the exchange 

or modification is not accounted for as an extinguishment any costs or fees incurred adjust the 

carrying amount of the liability and are amortised over the remaining term of the modified liability. 

(d) Prepayments 

Prepayments are carried at cost less provision for impairment. A prepayment is classified as non-

current when the goods or services relating to the prepayment are expected to be obtained after one 

year, or when the prepayment relates to an asset which will itself be classified as non-current upon 

initial recognition. Prepayments to acquire assets are transferred to the carrying amount of the asset 

once the company has obtained control of the asset and it is probable that future economic benefits 

associated with the asset will flow to the company. Other prepayments are written off to profit or 

loss when the goods or services relating to the prepayments are received. If there is an indication that 

the assets, goods or services relating to a prepayment will not be received, the carrying value of the 

prepayment is written down accordingly and a corresponding impairment loss is recognised in profit 

or loss for the year. 

(e) Inventory 

Inventories are recorded at the lower of cost and net realizable value. The cost of inventory is 

determined on the weighted average basis. The cost of finished goods and work in progress comprises 

raw material, direct labor, other direct costs and related production overheads (based on the normal 

operating capacity) but excludes borrowing costs. The costs of purchase of inventories comprise the 

purchase price, import duties and other taxes (other than those subsequently recoverable by the entity 

from the taxing authorities), and transport, handling and other costs directly attributable to the 

acquisition of finished goods, materials and services. Trade discounts, rebates and other similar items 

are deducted in determining the costs of purchase. 

Net realizable value is the estimated selling price in the ordinary course of business less the estimated 

costs of completion and the estimated costs necessary to make the sale. 

(f) Cash and Cash Equivalents 

Cash and cash equivalents are items which are readily convertible to known amounts of cash and 
which are subject to an insignificant risk of changes in value. 
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(g) Lease Liabilities 

A lease liability is recognized at the commencement date of a lease. The lease liability is initially 

recognized at the present value of the lease payments to be made over the term of the lease, 

discounted using the interest rate implicit in the lease or, if that rate cannot be readily determined, 

the company’s incremental borrowing rate. Lease payments comprise of fixed payments less any 

lease incentives receivable, variable lease payments that depend on an index or a rate, amounts 

expected to be paid under residual value guarantees, exercise price of a purchase option when the 

exercise of the option is reasonably certain to occur, and any anticipated termination penalties. The 

variable lease payments that do not depend on an index or a rate are expensed in the period in which 

they are incurred. 

Lease liabilities are measured at amortized cost using the effective interest method. The carrying 

amounts are remeasured if there is a change in the following: future lease payments arising from a 

change in an index or a rate used; residual guarantee; lease term; certainty of a purchase option and 

termination penalties. When a lease liability is remeasured, an adjustment is made to the 

corresponding right-of use asset, or to profit or loss if the carrying amount of the right-of-use asset 

is fully written down. 

(h) Share Capital 

Share capital is classified as equity. When charter capital is increased by noncash contribution 

amount is recognized as additional paid-in capital. 

The difference between the nominal amount of registered share capital for non-cash assets 

contributed by or distributed to the owner and the fair value of the contributed or distributed assets 

is recognised as additional paid-in capital. 

(i) Dividend distribution 

Dividends are recognised as liabilities when they are declared (ie the dividends are appropriately 

authorised and no longer at the discretion of the entity). Typically, dividends are recognised as 

liabilities in the period in which their distribution is approved at the Shareholders’ Annual General 

Meeting. Interim dividends are recognised when paid. 

(j) Translation of Foreign Currencies 

The functional currency of the Company is Georgian Lari (“GEL”). Transactions in foreign 
currencies are initially recorded in the functional currency using the official exchange rates of the 
National Bank of Georgia at the date of the transaction. Foreign currency monetary items at the 
reporting date are translated using the closing rate. All exchange differences arising on settlement 
are recognized in profit or loss. 

The applicable exchange rates used were: 

 Official currency rate of the 
National Bank of Georgia 

 USD  EUR  
Exchange rate as at 31 December 2019 2.87  3.21  
Exchange rate as at 31 December 2018  2.68  3.07  
Average rate for the year ended 31 December 2019 2.82  3.16  
Average rate for the year ended 31 December 2018 2.59  2.99  

(k) Income Tax 

In accordance with the effective Georgian Tax Code, corporate income tax is not levied on profit 

earned but on the profit distributed as dividends (other than is described in Georgian tax code article 
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-98(1); 309; 99; 103). The amount of tax payable on a dividend distribution is calculated as 15/85 of 

the amount of the distribution. 

Because of the specific nature of the taxation system, companies registered in Georgia do not acquire 

deferred tax assets or incur deferred tax liabilities on temporary differences between the carrying 

amounts and tax bases of their assets and liabilities.  

Contingent income tax liability that is generated through profit distribution will not be recognized in 

statement of financial position. 

(l) Earnings per share 

Basic earnings per share 

Basic earnings per share is calculated by dividing the profit attributable to the owners of the company 

excluding any costs of servicing equity other than ordinary shares, by the weighted average number 

of ordinary shares outstanding during the financial year, adjusted for bonus elements in ordinary 

shares issued during the financial year. 

Diluted earnings per share 

Diluted earnings per share adjusts the figures used in the determination of basic earnings per share 

to take into account the after income tax effect of interest and other financing costs associated with 

dilutive potential ordinary shares and the weighted average number of shares assumed to have been 

issued for no consideration in relation to dilutive potential ordinary shares. 

(m) Revenue 

(i) Revenue from contracts with customers 

Revenue is recognized at an amount that reflects the consideration to which the company is expected 

to be entitled in exchange for transferring goods or services to a customer. For each contract with a 

customer, the company: identifies the contract with a customer; identifies the performance 

obligations in the contract; determines the transaction price which takes into account estimates of 

variable consideration and the time value of money; allocates the transaction price to the separate 

performance obligations on the basis of the relative stand-alone selling price of each distinct good or 

service to be delivered; and recognizes revenue when or as each performance obligation is satisfied 

in a manner that depicts the transfer to the customer of the goods or services promised. 

Variable consideration within the transaction price, if any, reflects concessions provided to the 

customer such as discounts, rebates and refunds, any potential bonuses receivable from the customer 

and any other contingent events. Such estimates are determined using either the 'expected value' or 

'most likely amount' method. The measurement of variable consideration is subject to a constraining 

principle whereby revenue will only be recognized to the extent that it is highly probable that a 

significant reversal in the amount of cumulative revenue recognized will not occur. The measurement 

constraint continues until the uncertainty associated with the variable consideration is subsequently 

resolved. Amounts received that are subject to the constraining principle are recognized as a refund 

liability. 

(ii) Sale of goods 

Revenue from the sale of goods is recognized at the point in time when the customer obtains control 

of the goods, which is generally at the time of delivery. 
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(iii) Rendering of services 

Revenue from a contract to provide services is recognized over time as the services are rendered 

based on either a fixed price or an hourly rate. 

(iv) Rent 

Rent revenue is recognized on a straight-line basis over the lease term. Lease incentives granted are 

recognized as part of the rental revenue. Contingent rentals are recognized as income in the period 

when earned. 

(v) Other revenue 

Other revenue is recognized when it is received or when the right to receive payment is established. 

(n) Expenditures 

Expenditures are recognized when the amount of expenses can be measured reliably; it is probable 

that future economic benefits will outflow from the entity; the stage of completion of the transaction 

at the end of the reporting period can be measured reliably. 

2.2. New and Amended standards in issue but not yet effective  

The Company has not applied the following new or amended standards that have been issued by the 

IASB but are not yet effective for the financial year beginning 1 January 2019. The company has not 

yet assessed the impact of these new or amended Accounting Standards and Interpretations. 

IFRS 17 Insurance  

Contracts (issued in May 2017) - The Standard that replaces IFRS 4, effective for annual periods 

beginning on or after 1 January 2021 (earlier application permitted only if IFRS 9 and IFRS 15 also 

applied), requires insurance liabilities to be measured at a current fulfilment value and provides a 

more uniform measurement and presentation approach for all insurance contracts.  

These requirements are designed to achieve the goal of consistent, principle-based accounting for 

insurance contracts, giving a basis for users of financial statements to assess the effect that insurance 

contracts have on the entity's financial position, financial performance and cash flows. It also requires 

similar principles to be applied to reinsurance contracts held and investment contracts with 

discretionary participation features issued. As the Company has neither issued insurance contracts 

nor held reinsurance contracts, the Standard is not expected to have an effect on its financial 

statements.
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3. Property, Plant and Equipment 

  
Land and 

Buildings 
Plant and Machinery 

Computers, Furniture and 

Other 
Motor Vehicles Total 

Historical Cost      

31 December 2017 54.946.611 3.301.131 2.288.283 20.077 60.556.102 

Additions 1.669.040 1.983.953 6.086.338 - 9.739.331 

Disposals - - (23.118) - (23.118) 

31 December 2018 56.615.651 5.285.084 8.351.503 20.077 70.272.315 

Additions 95.827 25.671 363.844 15.678 501.020 
Transfer From Inventory - 23.240 12.359 - 35.599 
Disposals - (2.333) (4.854) (26.322) (33.509) 

31 December 2019 56.711.478 5.331.662 8.722.852 9.433 70.775.425 

Accumulated Depreciation      

31 December 2017 (535.918) (212.330) (220.710) (352) (969.310) 

Charge For The Year (1.115.668) (451.971) (1.080.008) (2.008) (2.649.655) 

Elimination on Disposals - - - - - 

31 December 2018 (1.651.586) (664.301) (1.300.718) (2.360) (3.618.965) 

Charge For The Year (1.132.812) (531.416) (1.359.979) (2.954) (3.027.161) 

Elimination on Disposals - 248 627 4.991 5.866 

31 December 2019 (2.784.398) (1.195.469) (2.660.070) (323) (6.640.260) 

       

Net Book Value at 31 December 2017 54.410.693 3.088.801 2.067.573 19.725 59.586.792 

Net Book Value at 31 December 2018 54.964.065 4.620.783 7.050.785 17.717 66.653.350 

Net Book Value at 31 December 2019 53.927.080 4.136.193 6.062.782 9.110 64.135.165 
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During the financial year company received revenue from disposed property, plant and equipment 

16.922 GEL, as a result company got a loss 10.721 GEL. 

The company owns 60.000 SQ.M. of space, part of which is leased to the different customers. As of 

31 December 2019 and 2018 total leased space equals 2.925 square meters.  Above mentioned 

building is registered as one whole space and is impossible to be delaminated, Moreover, the majority 

of the building space is used as a hotel and administrative work, therefore, entire building is 

considered as property of the owner and is classified as part of property plant and equipment. 

The company does not have fully depreciated property, plant and equipment at 31 December 2019. 

There are no liens and/or restrictions over property, plant and equipment due to borrowings. 

4. Right-of-Use Asset 

 Right-of-Use (ROU) Asset 

Land and Buildings 

At 01 January 2019 4.370.431 

Additions  18.305.993 

At 31 December 2019 22.676.424 

   

Accumulated Depreciation 01-01-2019  (518.526) 

Depreciation Charge  (4.481.755) 

Accumulated Depreciation 31-12-2019  (5.000.281) 

   

Net Book Value 01 January 2019 3.851.905 

Net Book Value 31 December 2019 17.676.143 

The company leases buildings for providing hotel service under agreements, that have options to 

extend. The company assumes, that it will use option to extend lease term and increase total lease 

term to 4-5 years. The list of leased properties is follow: 1) Business Legend Hotel; 2) Intourist Hotel 

Batumi; 3) Metro Sky Tower; 4) Apartments Hotel. The leases have various escalation clauses. On 

renewal, the terms of the leases are renegotiated. 

The company has several leases, that are either short-term or low-value, so have been expensed as 

incurred and not capitalized as right-of-use assets. 

The contract includes fixed lease payments, that are paid monthly. 

Refer to note 12 about interest expense charged on lease liabilities throughout the 2019 year. 

5. Loans Issued to Related Parties, Net 

Issued Loans are presented in the table below: 

 31 December 

2019 

31 December 

 2018 

Loans to Related Party 924.557 - 

Provision for Loan Impairment (18.491) - 

Total NET Loans Issued 906.066 - 

Issued loans per client are presented in the table below:  
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 31 December 

2019 

31 December 

 2018 

CITY TRAVEL BATUMI JSC 121.404 - 

METRO AVRASYA INVESTMENT GEORGIA JSC 803.153 - 

Total Before Impairment 924.557 - 

CITY TRAVEL BATUMI JSC (2.428) - 

METRO AVRASYA INVESTMENT GEORGIA JSC (16.063) - 

Total Provision for Loan Impairment (18.491) - 

Total NET Loans Issued 906.066 - 

Current and non-current portions of issued Loans are presented in the table below: 

 31 December 

2019 

31 December 

 2018 

Current Portion 906.066 - 

Non-Current Portion - - 

Total NET Loans Issued 906.066 - 

Agreement terms of issued loans are presented in the table below: 

Borrower 
Principal and Interest Payment 

Periodicity 

Interest 

Rate 

Curren

cy 

CITY TRAVEL BATUMI JSC At the end of the agreement 11% GEL 

METRO AVRASYA INVESTMENT 

GEORGIA JSC 
At the end of the agreement 11% GEL 

METRO AVRASYA INVESTMENT 

GEORGIA JSC 
At the end of the agreement 8% USD 

Movement of Provision for loan impairment are presented in the table below: 

Balance at 31 December 2017 - 

Loan Impairment - 

Recovery - 

Balance at 31 December 2018 - 

Loan Impairment (18.491) 

Recovery - 

Balance at 31 December 2019 (18.491) 

Reconciliation of gross loans issued are presented in the table below: 

 2019 2018 

Total Gross Issued Loans at 1 January - 279.980 

Additions During the Year 922.687 - 

Interest Income For the Year 4.367 24.642 

Principal Repayments - (276.070) 

Interest Repayments - (28.172) 

Foreign Exchange Gain/(Loss) (2.497) - 

Total Gross Issued Loans at 31 December 924.557 - 

Information about classification of loans issued to related parties is presented in note 20. The issued 

loans are not collaterized. 
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6. Inventory 

 31 December 

2019 

31 December 

 2018 

Hotel Materials  451.630   310.275  

Food & Beverages  338.630   367.371  

Other Inventory  74.549   33.734  

Total Inventory  864.809   711.380  

163.802 GEL Inventory has been written of throughout the 2019 year. 

7. Trade and Other Receivables 

 31 December 

2019 

31 December 

2018 

Accounts Receivables  2.732.284   1.937.566  

Other Receivables  63.458   -  

Less: Impairment Loss Provision for Accounts Receivables  (1.516.765)  (837.223) 

Total Financial Receivables  1.278.977   1.100.343  

Prepayments to Suppliers  1.234.766   2.581.243  

Total Trade and Other Receivables  2.513.743   3.681.586  

Accounts receivable chart containing the overdue dates as of 31 December 2019 is presented below: 

 Days Overdue  < 30 31-60 61-90 91-180 > 181  

 ECL Percentage  2% 5% 25% 50% 100% Total 

 Accounts Receivable  918.334 194.336 145.058 44.279 1.430.277 2.732.284 

 ECL  (18.367) (9.717) (36.264) (22.140) (1.430.277) (1.516.765) 

 Net Trade and Other Receivables 899.967 184.619 108.794 22.139 - 1.215.519 

Accounts receivable chart containing the overdue dates as of 31 December 2018 is presented below 

 Days Overdue  < 30 31-60 61-90 91-180 181-360 > 360  

 ECL Percentage  0% 2% 5% 25% 50% 100% Total 

 Accounts Receivable  660.220 4.255 - 5.868 863.107 404.117 1.937.566 

 ECL  - 85 - 1.467 431.554 404.117 837.223 

 Net Trade and Other 

Receivables 
660.220 4.170 - 4.401 431.553 - 1.100.343 

Bad debt allowance for trade receivables per year is presented below: 

Balance 1/1/2018  -    

Charge For The Year  837.223  

Reversal  -    

Balance 31/12/2018  837.223  

Charge For The Year  686.739  

Reversal  (7.197) 

Balance 31/12/2019  1.516.765  

There is no material difference between the fair value and their carrying amount. 



JSC Metro Euphoria Hotel Batumi 

Notes Financial Statements 

For The Year Ended 31 December 2019 

GEL 

25 
 

8. Cash and Cash Equivalents 

 31 December 

2019 

31 December 

 2018 

Cash on Hand  36.881   34.605  

Cash in Bank Accounts  1.312.492   172.655  

Restricted Cash  124.803   -  

Total Cash and Cash Equivalents  1.474.176   207.260  

By a judgment of the City Court on June 17, 2019, the bank accounts of JSC Metro Euphoria Hotel 

Batumi was seized amounted at GEL 124,803. The basis for the seizure is the lawsuit filed by Techno 

Service LLC against JSC Metro Euphoria Hotel Batumi and a request to secure a claim before the 

lawsuit is filed. 

No interest is accrued on current bank accounts. 

There is no material difference between the fair value of cash and cash equivalents and their carrying 

amount. 

9. Share Capital 

According to the company’s Charter and registration, documents dated 31 march 2017 the company’s 

share capital was defined as 60.529.922 GEL (60.592.922 Shares, nominal Share Price - 1 GEL). 

Throughout 2018 and 2019 years there were no changes in share capital. 

Information about capital contributions is presented below: 

 Contribution 

Type 

Amount of 

Contribution 

Land and Buildings 
Non-Cash 

Contribution 
54.946.611 

Computers, Furniture and Other 
Non-Cash 

Contribution 
2.282.180 

Plant and Machinery 
Non-Cash 

Contribution 
2.722.352 

Inventory 
Non-Cash 

Contribution 
578.779 

Total Share Capital  60.529.922 

The company did not declared and paid dividends throughout the 2018 and 2019 years. 

10. Trade and Other Payables 

 31 December 

2019 

31 December 

 2018 

Trade Payables  1.222.098   4.174.848  

Advances Received  651.475   320.019  

Salary Payable  262.633   131.633  

Total Trade and Other Payables  2.136.206   4.626.500  

Trade payable consists of payable toward Euphoria Hotel managing company (Refer to Note 14), 

payable toward laundry provider, with whom the company has court dispute. (Refer to Note 8) and 

payables toward hotel material suppliers. 
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11. Taxes Payable 

Taxes payable at 31 December 2019 amounts 408.920 GEL (2018: 727.862 GEL). 

Taxes payable consists of value added tax payable, property tax payable and income tax payable on 

salary payable at 31 December 2019.  

From 1 January 2016, on tax informational base of LEPL Revenue Service individual accounts of 

each type of taxes has been merged, certain payment code has been created and balance of net tax 

position is presented on one account. 

12. Lease Liabilities 

 31 December 

2019 

31 December 

2018 

Long-Term Lease Liabilities   11.100.698  - 

Short-Term Lease Liabilities   5.492.426  - 

Total Lease Liabilities  16.593.124  - 

Detailed reconciliation of lease liabilities is presented below: 

Balance at 1 January 2019  3.869.530  

Additions of Lease Liabilities  18.305.993  

Interest Expense on Lease Liabilities  228.578  

Payments of Lease Liabilities  (5.810.977) 

Balance 31 December 2019  16.593.124  

Information about lease properties and lease terms are presented below: 

Property Lessor Lease Term Borrowing % 

Legend Business Hotel JSC Metro Business Center 59 Months 7.8% 

Intourist Hotel Batumi JSC Metro Intourist Batumi 48 Months 7.7% 

Sky Tower Batumi JSC Metro Sky Tower 48 Months 7.5% 

Apartments Hotel 

JSC Metro Avrasya 

Gurcistan Gayrimenkul 

Yatimir 

48 Months 7.3% 

Lease term described in above presented note includes fixed lease term and the term during that the 

management of the company believes to use option to extent of lease term. 

The lease agreements does not contain implicit lease rate. The company used as an incremental 

borrowings rate National Bank of Georgia`s (NBG) borrowing rates for companies at lease 

commencement date. 

13. Revenue 

 2019 2018 

Room Revenue 21.499.953 8.352.363 

Revenue From Tour Packages 2.757.572 7.136.724 

Food & Beverage Revenue 1.329.250 1.554.748 

Revenue From Sale of Goods 673.364 - 

Rental Income 342.591 329.607 

Other Revenue 401.218 918.960 

Total Revenue 27.003.948 18.292.402 
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Revenue from Tour Packages - comprises of room and Food & Beverage revenue offered to 

customers together as a tour package. 

Rental Income - generated by the entity from renting out its own premises to a Casino and a space on 

rooftop. 

Revenue From Sale of Goods - entity sells food supplies to one of the Casino's located in their 

premises 

Breakdown of each type of revenue according to managing hotels for 2019 year is presented below: 

 

Euphoria 

Hotel 

 Legend 

Business 

Hotel  

Apartment 

Hotel 

Intourist 

Hotel 

Batumi 

Metro 

Sky 

Towel 

City 

Hotel 

Batumi 

Total 

Room Revenue 12.599.625 945.043 492.479 4.529.789 2.705.957 227.060 21.499.953 

Revenue From Tour Packages 2.756.816 756 - - - - 2.757.572 

Food & Beverage Revenue 885.704 12 - 301.764 141.472 298 1.329.250 

Revenue From Sale of Goods 673.364 - - - - - 673.364 

Rental Income 227.725 - - 114.866 - - 342.591 

Other Revenue 222.971 2.118 1.761 131.816 42.013 539 401.218 

Total Revenue 17.366.205 947.929 494.240 5.078.235 2.889.442 227.897 27.003.948 

Breakdown of each type of revenue according to managing hotels for 2018 year is presented below: 

 

Euphoria 

Hotel 

 Legend 

Business 

Hotel  

Apartment 

Hotel 

Intourist 

Hotel 

Batumi 

Metro 

Sky 

Towel 

City 

Hotel 

Batumi 

Total 

Room Revenue 6.399.226 713.504 416.274 823.359 - - 8.352.363 

Revenue From Tour 

Packages 
7.136.724 - - - - - 7.136.724 

Food & Beverage Revenue 1.400.856 77 - 153.815 - - 1.554.748 

Revenue From Sale of Goods - - - - - - - 

Rental Income 283.236 - - 46.371 - - 329.607 

Other Revenue 903.846 3.022 372 11.720 - - 918.960 

Total Revenue 16.123.888 716.603 416.646 1.035.265 - - 18.292.402 

14. Cost of Sales 

 2019 2018 

Room and F&B Expenses 4.818.037 3.538.679 

Wages and Salary 4.310.331 3.204.280 

Utility Expenses 1.958.164 1.217.237 

Depreciation 7.508.916 2.649.654 

Rent Expenses 1.089.064 1.699.347 

Cost of Goods Sold 855.830 - 

Management Fee 525.517 498.051 

Other Expenses 791.500 612.227 

Total Cost of Sales 21.857.359 13.419.475 

Breakdown of each type of cost of sales according to managing hotels for 2019 year is presented 

below: 
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 Euphoria 

Hotel 

Legend 

Business 

Hotel 

Apartment 

Hotel 

Intourist 

Hotel 

Batumi 

Metro 

Sky 

Towel 

City 

Hotel 

Batumi 

Total 

Room and F&B Expense 3.517.238 63.693 480.377 462.257 268.893 25.579 4.818.037 

Wages and Salary 2.957.651 55.896 35.116 850.614 387.069 23.985 4.310.331 

Utility Expenses 1.218.409 57.372 - 490.158 176.139 16.086 1.958.164 

Depreciation* 3.027.161 888.901 418.012 2.127.319 1.047.523 - 7.508.916 

Rent Expenses** 119.081 - 174.006 470.747 - 325.230 1.089.064 

Cost of Goods Sold 855.830 - - - - - 855.830 

Management Fee*** 525.517 - - - - - 525.517 

Other Expenses 629.413 42.926 1.517 72.210 31.754 13.680 791.500 

Total 12.850.300 1.108.788 1.109.028 4.473.305 1.911.378 404.560 21.857.359 

Breakdown of each type of cost of sales according to managing hotels for 2018 year is presented 

below: 

 Euphoria 

Hotel 

Legend 

Business 

Hotel 

Apartment 

Hotel 

Intourist 

Hotel 

Batumi 

Metro 

Sky 

Towel 

City 

Hotel 

Batumi 

Total 

Room and F&B Expenses  3.276.367   118.321   110.705   33.286   -     -     3.538.679  

Wages and Salary  2.848.095   22.313   11.250   322.622   -     -     3.204.280  

Utility Expenses  1.057.025   31.185   -     129.027   -     -     1.217.237  

Depreciation*  2.649.654   -     -     -     -     -     2.649.654  

Rent Expenses**  151.790   516.149   294.245   737.163   -     -     1.699.347  

Cost of Goods Sold  -     -     -     -     -     -     -    

Management Fee***  498.051   -     -     -     -     -     498.051  

Other Expenses  609.163   1.401   -     1.663   -     -     612.227  

Total  11.090.145   689.369   416.200   1.223.761   -     -     13.419.475  

* Depreciation charge includes depreciation charge of owned property, plant and equipment 

(Euphoria Hotel) and depreciation charge of right-of-use asset (Legend Business Hotel; Intourist 

Hotel Batumi, Metro Sky Tower, Apartments Hotel) 

** Rent Expenses includes expenses on leases, which are not in scope of IFRS 16 due to short lease 

term and low-value lease asset. 

*** The company has hired JSC Metro Atlas Georgia (Identification Code: 445406631), which 

provides management service of Euphoria Hotel. Service fee is fixed at 3% of revenue generated. 

15. General and Administrative Expenses 

 2019 2018 

Taxes, Other than Income Tax 863.789  1.328.358  

Bad Debt Expense 698.033  837.223  

IT Service 248.880  51.051  

Bank Commissions 195.661  47.764  

Other Operating Expenses 146.662  166.309  

Total General and Administrative Expenses 2.153.025  2.430.705  
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16. Finance Income / Cost, Net 

 2019 2018 

Interest Income 4.367 24.262 

Interest Expense (2.499) (1.812) 

FX, Net (60.366) (96.456) 

FX Gain 133.024 - 

FX Loss (193.390) (96.456) 

Net Finance Income/Cost (58.498) (74.006) 

17. Non-Operating Income / (Loss) 

  2019 2018 

Non-Operating Income  13.042   102.818  

Non-Operating (Loss)  (169.267)  (333.712) 

Total Non-Operating Income/(Loss)  (156.225)  (230.894) 

18. Income Tax 

On 13 May 2016 the Parliament of Georgia approved significant changes in Georgian Tax code 

related to the bill on corporate income tax reform (also known as the Estonian Model of Corporate 

Taxation) which mainly moves the moment of taxation from the moment when taxable profit are 

earned to the moment when they are distributed. The law is effective from tax periods starting after 

1 January 2017.  

Because of the specific nature of the taxation system, companies registered in Georgia do not acquire 

deferred tax assets or incur deferred tax liabilities on temporary differences between the carrying 

amounts and tax bases of their assets and liabilities. 

19. Earnings per Share (EPS) 

 2019 2018 

Numerator: Net Income   

Net Income 2.550.263 2.137.322 

Denominator: Weighted average of common shares outstanding 

during the period 
  

W/A of common shares outstanding during the period 60.529.922 60.529.922 

Earnings-per-Share   

Basic 0.042 0.035 

Diluted 0.042 0.035 

20. Fair Values and Risk Management 

(a) Fair values of financial assets and liabilities 

The estimates of fair value are intended to approximate the price that would be received to sell an 

asset or paid to transfer a liability in an orderly transaction between market participants at the 

measurement date. However, given the uncertainties and the use of subjective judgment, the fair value 

should not be interpreted as being realizable in an immediate sale of the assets or transfer of liabilities. 

The Company has determined the fair values of financial assets and liabilities using valuation 

techniques. The objective of the valuation techniques is to arrive at a fair value determination that 
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reflects the price that would be received to sell the asset or paid to transfer the liability in an orderly 

transaction between market participants at the measurement date. The valuation technique used is the 

discounted cash flow model. Fair value of all financial assets and liabilities is calculated based on the 

present value of future principal and interest cash flows, discounted at the market rate of interest at 

the reporting date. 

Management believes that the fair values of the Company’s financial assets and liabilities, 

approximate their carrying amounts.. 

(b) Financial risk management 

In performing its operating, investing and financing activities, the company is exposed to the 

following financial risks: 

 

 Credit risk: the possibility that a debtor will not repay all or a portion of a loan or will not repay 

in a timely manner and therefore will cause a loss to the company. 

 Liquidity risk: the risk that the company may not have, or may not be able to raise, cash funds 

when needed and therefore encounter difficulty in meeting obligations associated with financial 

liabilities. 

 Market risk: the risk that the value of a financial instrument will fluctuate in terms of fair value 

or future cash flows as a result of a fluctuation in market prices. Basically, the company is 

exposed to three market risk components: 

- Interest rate risk 

- Currency risk 

 

The following table summarises the carrying amount of financial assets and financial liabilities 

recorded by category: 

 

Financial Assets 31 December 2019 31 December 2018 

Cash and Cash Equivalent 1.312.492 172.655 

Accounts Receivable, Net 1.215.519 1.096.832 

Loans to Related Party, Net 906.066 - 

Total Financial Assets 3.434.077 1.269.487 

Financial Liabilities   

Lease Liabilities 16.593.124 - 

Trade Payables 1.484.731 4.306.481 

Total Financial Liabilities 18.077.855 4.306.481 

i. Risk management framework 

The board of directors has overall responsibility for the establishment and oversight of the Company’s 

risk management framework. 

The Company’s risk management policies are established to identify and analyse the risks faced by 

the Company, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. 

Risk management policies and systems are reviewed regularly to reflect changes in market conditions 

and the Company’s activities. The company has no formal policy regarding business risk 

identification and addressing due to simplicity of the Company’s operational structure. 
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Financial Assets 31 December 2019 31 December 2018 

Cash and Cash Equivalent 1.312.492 172.655 

Accounts Receivable, Net 1.215.519 1.096.832 

Loans to Related Party, Net 906.066 - 

Total Financial Assets 3.434.077 1.269.487 

ii.Credit risk 

The Company takes on exposure to credit risk which is the risk that a counterparty will be unable to 

pay amounts in full when due.  

The Company’s maximum exposure to credit risk is generally reflected in the carrying amounts of 

financial assets on the balance sheet. 

Expected credit loss measurement  

The Company uses a “three-stage” model for impairment based on changes in credit quality since 

initial recognition summarized bellow: 

 A financial instrument that is not credit-impaired on initial recognition is classified in “stage 

1” and has its credit risk continuously monitored by the company. 

 If a significant increase in credit risk (SICR) since initial recognition is identified, the 

financial instrument is moved to “stage 2” but is not yet deemed to be credit-impaired. 

 If the financial instrument is credit-impaired, it is then moved to “stage 3”. 

 Financial instrument in stage 1 have the ECL measured at an amount equal to the portion of 

lifetime ECL that result from default events possible within next 12 months. Instruments in 

stages 2 and 3 have their ECL measured based on expected credit losses on a lifetime basis. 

The following diagram summarizes the impairment approach of the company: 

Stage 1 Stage 2 Stage 3 

(Initial recognition) 
(Significant increase in credit risk since 

initial recognition) 
(Credit-impaired assets) 

12-moth expected 

credit loss 
Lifetime expected credit losses 

Lifetime expected 

credit losses 

The company’s all financial assets in this financial statements, other than trade receivables are 

classified in stage 1 as at beginning and end of the 2019 year.  

As for trade receivables the company uses the simplified approach is based on days overdue. The 

company has five overdue ranges: less than 30 days, 31-60 days, 61-90 days, 91-180 days and more 

than 180 days. ECL percentage is based on company`s operating sector, previous experience and 

macro economical indicators such as consumer price index, refinancing rate and GDP growth. 

Expected credit loss table is presented below: 

Days Past Due 
Less than 30 

days 

31 – 60 

days 

61-90 

days 

91-180 

days 

More than 

181 days 

Percentage of Allowance 2% 5% 25% 50% 10% 

Loss allowances will be measured on either of the following bases: a) 12-month ECLs - If the credit 

risk on a financial instrument has not increased significantly since initial recognition b) lifetime ECLs 

- If the credit risk on that financial instrument has increased significantly since initial recognition. 
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The company writes off fully doubtful receivables once it receives official confirmation about 

bankruptcy and/or liquidation of the counterparty, according to local legislation.   

Trade receivables and issued loans are not collateralized. 

iii.Liquidity risk 

Liquidity risk is the risk that the company will encounter difficulty in meeting obligations arising 

from its financial obligations. It refers to the availability of sufficient funds to meet financial 

commitments associated with financial instruments as they actually fall due. Liquidity risk exists 

when the maturities of assets and liabilities do not match.  

The Company’s exposure to the liquidity risk as at 31 December 2019 is presented below: 

 Less Than 1 year 1 Year to 5 Year 
Over 5 

Years 
Total 

Cash and Cash Equivalent 1.312.492 - - 1.312.492 

Accounts Receivable, Net 1.215.519 - - 1.215.519 

Loans to Related Party, Net 906.066 - - 906.066 

Total Financial Assets 3.434.077 - - 3.434.077 

Financial Liabilities     

Lease Liabilities 5.492.426 11.100.698 - 16.593.124 

Trade Payables 1.484.731 - - 1.484.731 

Total Financial Liabilities 6.977.157 11.100.698 - 18.077.855 

Balance At 31-12-19 (3.543.080) (11.100.698) - (14.643.778) 

The company has negative liquidity gap at 31 December 2019. The main cause of liquidity gap is 

lease liabilities arisen as the result of implementation of IFRS 16 leases. The management of the 

company believes that cash flows generated in throughout next financial periods will compensate 

financial liabilities. 

The Company’s exposure to the liquidity risk as at 31 December 2018 is presented below: 

 Less Than 1 year 1 Year to 5 Year 
Over 5 

Years 
Total 

Cash and Cash Equivalent 172.655 - - 172.655 

Accounts Receivable, Net 1.096.832 - - 1.096.832 

Loans to Related Party, Net - - - - 

Total Financial Assets 1.269.487 - - 1.269.487 

Financial Liabilities     

Trade Payables 4.306.481 - - 4.306.481 

Total Financial Liabilities 
 

4.306.481 
- - 4.306.481 

Balance At 31-12-18 (3.036.994) - - (3.036.994) 

The company manages liquidity risk by maintaining adequate cash reserves and available borrowing 

facilities by continuously monitoring actual and forecast cash flows and matching the maturity 

profiles of financial assets and liabilities. 

iv.Market risk 

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates 

and equity prices will affect the Company’s income or the value of its holdings of financial 

instruments. The objective of market risk management is to manage and control market risk exposures 

within acceptable parameters, while optimizing the return. 

Currency risk 
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Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will 

fluctuate because of changes in foreign exchange rates. The Company’s exposure to the risk of 

changes in foreign exchange rates relates primarily to the financial liabilities denominated in USD. 

Exposure to currency risk 

In respect of currency risk, management sets limits on the level of exposure by currency and in 

total.The Company’s exposure to foreign currency risk was as follows: 

31 December 2019    

  Financial Assets Financial Liabilities Net Position 

USD 890.087 344.482 545.605 

EUR - - - 

 
31 December 2018    

 Financial Assets Financial Liabilities Net Position 

USD  434.562  182.342 252.220 

EUR  285  - 285 

Sensitivity analysis 

The following table presents sensitivities of profit and loss and equity to reasonably possible changes 

in exchange rates applied at the balance sheet date, with all other variables held constant: 

 
 31 December 2019 
 Impact on Profit or Loss 

USD strengthening by 10%  54.560  

USD weakening by 10%  (54.560) 

 
 31 December 2018 
 Impact on Profit or Loss 

USD strengthening by 10%  25.222  

USD weakening by 10%  (25.222) 

Euro strengthening by 10%  29  

Euro weakening by 10%  (29) 

Interest rate risk 

The Company's main interest rate risk arises from long-term borrowings. As the Company do not 

hold long term borrowings it is not exposed to any significant interest rate risks. 

(c) Capital Risk Management 

The company's objectives when managing capital is to safeguard its ability to continue as a going 

concern, so that it can provide returns for shareholders and benefits for other stakeholders and to 

maintain an optimum capital structure to reduce the cost of capital. 

Capital is regarded as total equity, as recognised in the statement of financial position, plus net debt. 

Net debt is calculated as total borrowings less cash and cash equivalents. 

In order to maintain or adjust the capital structure, the company may adjust the amount of dividends 

paid to shareholders, return capital to shareholders, issue new shares or sell assets to reduce debt. 

The capital risk management policy remains unchanged from the 31 December 2018 audit report. 
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21. Contingencies and Commitments 

Tax legislation  

The taxation system in Georgia is relatively new and is characterized by frequent changes in 

legislation, official pronouncements and court decisions, which are often unclear, contradictory and 

subject to varying interpretation by different tax authorities. Taxes are subject to review and 

investigation by a number of government bodies, which have the authority to impose severe fines, 

penalties and interest charges. A tax year remains open for review by the tax authorities during the 

three subsequent calendar years, however, under certain circumstances a tax year may remain open 

longer.  

These circumstances may create tax risks in Georgia that are substantially more significant than in 

many other countries. Management believes that it has provided adequately for tax liabilities based 

on its interpretations of applicable Georgian tax legislation, official pronouncements and court 

decisions. 

However, the interpretations of the relevant authorities could differ and effect the financial 

statements, if the authorities were successful in enforcing their own interpretations. 

Legal proceedings 

By a judgment of the City Court on June 17, 2019, the bank accounts of JSC Metro Euphoria Hotel 

Batumi was seized amounted at GEL 124,803. The basis for the seizure is the lawsuit filed by Techno 

Service LLC against JSC Metro Euphoria Hotel Batumi regarding payable of laundry service. The 

court sessions is not yet scheduled. The company believes, that there is less, than 50% of case success, 

therefore, company does not account contingent liability.  

Lease commitments – operating (as a lessee)  

  2019 2018 

Within One Year  - 5.866.280 

One to Five Years - - 

More Than Five Years - - 

Lease commitments – operating (as a lessor)  

  2019 2018 

Within One Year  119.902 342.591 

One to Five Years - - 

More Than Five Years - - 

22. Prior Period Reclassifications 

For better disclosure of financial information regarding composition of expenses and classification, 

the management has made several reclassifications for comparative period. 

For comparative period (2018), following reclassifications have been made: 
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 2018 Reclassifications 
2018, 

Reclassified 

Cost of Sale (7.355.186) (6.064.289) (13.419.475) 
    

G&A Expenses (4.448.000) 2.017.295 (2.430.705) 

Depreciation Charge (2.649.654) 2.649.654 - 

Bad Debt Expense (837.223) 837.223 - 
    

Non-Operating Income/(Loss) (728.945) 498.051 (230.894) 

Income Tax Expense (62.066) 62.066 - 

Following reclassification has been made from general and administrative expenses to cost of sales: 

Type of Expense Amount 2018 

Utility Expenses 1.217.237 

Rent Expense 1.699.347 

Total 2.916.584 

For comparative period (2018) income tax expense amounted 62.066 GEL has been reclassified to 

general and administrative expenses. 

For comparative period (2018) bad debt expense amounted 837.223 GEL has been classified within 

general and administrative expenses. 

For comparative period (2018) depreciation expense amounted 2.649.654 GEL has been classified to 

cost of sales. 

For comparative period (2018) management fee amounted 498.051 GEL has been classified non-

operating income/(loss) to cost of sales. 

For comparative period (2018) tax prepayments amounted 148.967 GEL have been reclassified from 

prepayments to net tax liabilities. 

23. Related Party Transactions 

The Company's share as of December 31, 2019 is as follows: JSC Metro Ticari ve Mali Yatirimlar 

(Identification Code: 92220039184; Registered Address: 171, Büyükdere Avenue, Şişli, Istanbul, 

Turkey - 100% (2018: 100%). The composition of the shareholders of parent company: 38.11% - 

Galip Ozturk Turizm Yatirimlar JSC; 61.89% - Other shareholders (Each less than 5%). Galip Ozturk 

Turizm Yatirimlar JSC is fully personal-owned entity and ultimate owner is Galip Ozturk. 

Transactions with related parties are presented below: 

 2019 2018 

Revenue 13.147.019 4.524.459 

   

Cost of Revenue Earned 2.968.460 3.200.743 

Management Fee 525.517 498.051 

Rent Expense 1.089.064 1.699.347 

Utility Expenses 1.353.879 1.003.345 

General and Administrative Expenses 246.231 39.245 

IT Expenses 246.231 39.245 

   

Interest Expense on Lease Liabilities 228.578 - 

Interest Income 4.367 24.642 
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Key management personnel wages, salaries and other short-term benefits are presented below: 

  2019 2018 

Wages, salaries and short-term benefits  98.750 131.975 

The outstanding balances with related parties were as follows: 

  
31 December 

2019 
31 December 

2018 

Right-of-Use Asset 17.676.143 - 

   

Accounts Receivables, Gross 1.259.591 260.030 

Impairment Loss Provision for Accounts Receivables (103.196) (26.827) 

Accounts Receivables, Net 1.156.395 233.203 

   

Advances Paid 1.169.573 2.556.021 

   

Loans Issued, Gross 924.557 - 

Provision for Loan Impairment (18.491) - 

Loans Issued, Net 906.066 - 

   

Lease Liabilities 16.593.124 - 

   

Trade Payables 406.233 3.741.569 

Presented transactions and outstanding balances are with other related parties. 

24. Events after the End of the Reporting Period 

After reporting period following event has been occurred: 

 The company issued loans to related party amounted 1.461.120 GEL 
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About us 

Company 

For the last years, Batumi become the attractive traveling place in Georgia.  It is popular 

throughout the region. The number of visitors increase every year, the modern hotels and 

entertaining centers are intensively built. There is a high competition in Hotel business, the 

world wide known brands are operating here.  

The main activity of JSC Metro Euphoria Hotel Batumi, is hotel and accommodation means, 

with restaurants. The company manages several hotels.  

The company was founded on 31 March of 2017 year,  in the second half of the  same year, 

activity of hotel management and tourism took place at N 1 Lech and Maria Kachensky str. 

Batumi.  

The equity of the company amounts 60 529 922 GEL, the structure of the partners is as follow:  

The 100% share owner of the company is JSC Metro Tijari Ve Mali Yatirimlar 9220039184 

Turkey.  

Members of supervisory board:  

Hamdi Saglam, 46414857526 /Turkey/ 

Sena Tekinai, 20524000508, U20312416 /Turkey/ 

Kristina Gagarkina, 75 4684104 /Russian Federation  

Management/representation  

Director- Hamdi Saglam , 46414857526 /Turkey/ 

Director- Esma Zandaradze, 61007006609  

 



Communication requisites:  

Web page: www.euphoriahotel.ge  

Email: finance@metroavrasya.ge  

Tel: +995 422 23 23 23  

Goal of the company  

The goal of the company is to establish modern services on Georgian hotel market: 

- To establish modern high class hotel service;  

- To increase the professionalism and culture of the people working in this field:  

- To support development of touristic segments;  

- To provide the customer with comfortable, qualitative and available service;  

Our activity  

JSC METRO EUPHORIA HOTEL BATUMI manages the hotel Euphoria, which in the 

ownership of the company, also it manages several leased hotel.  

Hotel Euphoria Batumi  

According to the area, it is the biggest hotel in Caucasus.  It is located in New Boulevard. 

With sea view, 24 hours parking, which makes the hotel more attractive for the visitors. 

The leading traveling agencies give it preference.  

The hotel has 455 different types of hotel (standard, superior, Executive and President) 

rooms. The complex include big conference hall (2000 square meters), 4 conference halls, 

restaurants, spa, casino and other entertaining centers.  

The main restaurant of the hotel offers breakfast, lunch and supper to the guests.  The 

menu consists of world cuisine dishes.  The Swedish table principle is active.  The 

restaurant consists of 5 parts, has special zone for children and open terrace with the black 

http://www.euphoriahotel.ge/
mailto:finance@metroavrasya.ge


sea view.  The restaurant is able to serve 400 people at the same time in the internal hall 

and 450 people on the open terrace.  

The spa service includes open and closed swimming pools, training hall, Turkish bath, 

Finnish massage. There are 8 massage rooms and 2 VIP zones.  

Hotel Legend Batumi 

The site is located at N 1, Lech and Maria Kachensky str. Batumi, the hotel has 109 rooms 

and restaurant.  

Apartments  

The site is located at N1, Lech and Maria Kachensky str. Batumi, and includes 54 

apartments.  

Hotel in tourist  

The site is located at N 11, NInoshvili str. Batumi, the hotel has 139 rooms, conference hall 

and ceremonial halls, restaurant and swimming pool.  

Hotel Sky Tower  

The site is located at N 7/33 Sh. Khimshiashvili str. The hotel has 101 rooms, casino, 

conference and ceremonial halls, restaurant and closed swimming pool.  

Hotel City Hotel Batumi  

The company rented the site during 2019 year. The site is located at N 112, Airport 

highway. The hotel has 138 rooms, conference and ceremonial halls, restaurant.  

Plans 

We are planning to widen the network and plan to lease Hotel METRO CITY LEGEND 

BATUMI in 2020 year, the construction of which is completed and the finalizing works 



are undergoing.  The hotel will have 590 rooms, spa salon, open and closed swimming 

pools, conference halls, restaurants etc.  

In 2019 year, about 332 people were employed in our company (2018:229) and served 

177.241 customers (2018:50,000).  

Regulation  

Georgian legislation regulates the hotels basically in three directions:  

 Food safety- we completely comply with the legislative requirements, which is 

confirmed by the appropriate regulatory body with the several check incurred, as 

the result of which the violations were not found.  

Those many satisfied customers of our restaurant service is the confirming fact, who 

got the please with the tasty dishes made by our professional cooks.  

 Third party liability insurance. We fully comply with the requirements of the law 

in this part too. 

 Fire safety.  The fire safety system functionally operates in the hotel. We care about 

as our customers’ as well our safety.  

Basic risks and uncertainties  

The risk management in the company is carried out in relation to the financial risks, 

operational risks and legal risks.  The financial risk include the market risk (including, 

currency risk, interest risk and other price risk), credit risk and liquidation risk. 

The credit risk means loss risk in the case, if the party fails to fulfil his/her obligation in time.  

The credit risks arises from the service sold by credit. The company tries to minimize the 

mentioned risk by minimizing the sales with credit.  The credit sales is carried out with only 

the trustworthy and experienced travel agencies.  



Currency risk, is interpreted as the risk of that, the price will change according to the changes 

of the foreign currency rate. The company carries out the management of the mentioned risk 

by naut-tacking of the prices.  

Equity risk. The company manages the equity for ensuring that the company will be able to 

continue operation with the functional enterprise status, thus the shareholders to increase the 

income maximally.  

Liquidation risk.  For managing the liquidation risk, the management controls having the 

enough cash funds. The company strictly controls as debit as well credit debts and ensures 

accumulation of enough funds for operation.  

The operational risk are basically related to the inflation and instability of the weather, to 

which the company confronts with price maneuver, marketing measurements/events and 

offering the additional entertaining services.  

Safety.  The legislation establishes minimal requirements for the safety standards.  We try to 

go farther and establish the best practice existing in the world, in order to ensure the safe 

environment for the staff.  

 

The company has the fire safety infrastructure, the employees are periodically trained for 

avoiding the accidents and concerning the behavioral rules in the natural cataclysms and 

unforeseen events.  The policy of continuous functionality is worked out and those main 

employees are assigned who are responsible for managing the crisis situations.  

Financial and non-financial indicators 

We are happy to represent the date showing the success and achievements of the company.  

Revenue of 2019 year amounted 27,003,948 GEL, which in comparison with the previous year 

analogue indicator, which was 18,292,402 GEL, is more with 48%. 



The self-cost of 2019 year income amounted 21.857.359 Gel,  which in comparison with the 

previous year analogue indicator, which was 13.419.475 GEL, is more with 63%. 

According to the above mentioned, the margin of operational profit of 2019 year amounted 

19% (2018:27%).  

The margin of the net profit for 2019 year amounted 9.4% (2018: 11.7%).  The basic reason of 

margin changing can be considered the leasing of new hotels, this, on the one hand, generated 

the depreciation expense of the right to use the asset recognized as a result of the lease  ISFS 

16, and on the other, the interest expense on the lease liability. 

We understand that, the employees are the guarantee of the company success. We are trying 

to create the equal possibilities for the development of the employees.  

It is noticeable, that we strictly protect the personal data of our employees and the customers.  

We permanently consider and renew the mechanisms for protection against of the appropriate 

risks.  

The company contribute the achievement of the customer’s products, service, economic and 

social development. 

The ethic behavioral code is based on principles, it is directed to such management of decision 

making and behavior in order to be achieved the goals.  

Delivering of the commercially non-secret information to shareholders, the public and 

interested parties in a timely, accurate, complete, easily accessible manner is the most 

important responsibility of the relevant unit within the information policy of the company.  

Delivery of such kind of information is based on equality, transparency and responsibility 

principle.  
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