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Condensed Consolidated Interim Statement of Financial Position 

 

 

The condensed consolidated interim statement of financial position is to be read in conjunction with the notes to, 

and forming part of, the condensed consolidated interim financial statements set out on pages 8 to 22. 
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’000 GEL Note 

30 June  

2018 

31 December 

2017 
    

ASSETS    

Non-current assets    

Property and equipment 10 364,053 194,519 

Intangible assets and contract costs 11 194,033 16,526 

Other non-current assets 10b 23,867 13,604 

IRU related prepayments  10,888 - 

Total non-current assets  592,841 224,649 
    

Current assets    

Inventories  18,395 8,424 

Loans due from related parties  - 1,495 

Issued loan  1,500 - 

IRU related prepayments  2,173 - 

Trade and other receivables  39,633 20,291 

Cash and cash equivalents  21,639 2,521 

Total current assets  83,340 32,731 
    

TOTAL ASSETS  676,181 257,380 
    

EQUITY AND LIABILITIES    

Equity 12   

Share capital  68,172 68,172 

Additional paid-in capital  24,471 - 

Retained earnings  11,106 31,968 

Equity attributable to owner of the Company  103,749 100,140 
    

Non-controlling interest  108 800 
    

TOTAL EQUITY  103,857 100,940 
    

LIABILITIES    

    

Non-current liabilities    

Loans and borrowings 13 371,784 71,482 

Subordinated loan 13 26,198 - 

Promissory note 14 32,197 - 

Trade and other payables  5,938 1,200 

Contract liabilities from IRU related prepayments  14,415 37,603 

Total non-current liabilities  450,532 110,285 
    

Current liabilities    

Loans and borrowings 13 18,026 5,044 

Trade and other payables  82,655 31,464 

Contract liabilities from IRU related prepayments  20,983 9,101 

Current income tax payable  128 546 

Total current liabilities  121,792 46,155 
    

TOTAL LIABILITIES  572,324 156,440 
    

TOTAL LIABILITIES AND EQUITY  676,181 257,380 
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                        Condensed Consolidated Interim Statement of Changes in Equity for the six months ended 30 June 2018 

 

 

 

The condensed consolidated interim statement of changes in equity is to be read in conjunction with the notes to, 

and forming part of, the condensed consolidated interim financial statements set out on pages 8 to 22.                                                                             
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’000 GEL 

Attributable to the owner of the 

Company 
  

 Share 

capital 

Additional 

paid in 

capital 

Retained 

earnings Total 

Non-

controlling 

interests 

Total 

equity 

Balance as at 1 January 2017 68,172 - 28,188 96,360 165 96,525 

Total comprehensive income for 

the period        
Profit and total comprehensive 

income for the period - - 17,390 17,390 216 17,606 

Transactions with the owner, 

recorded directly in equity       
Dividends to the owner  

(note 12)  - - (11,703) (11,703) - (11,703) 

Balance as at 30 June 2017  68,172 - 33,875 102,047 381 102,428 

Balance as at 1 January 2018 68,172 - 31,968 100,140 800 100,940 

Adjustment due to adoption of  

IFRS 9 (note 6) - - (768) (768) - (768) 

Adjusted balance at  

1 January 2018 
68,172 - 31,200 99,372 800 100,172 

Total comprehensive income for 

the period        
Profit and total comprehensive 

income for the period - - 27,906 27,906 (692) 27,214 

Transactions with the owner, 

recorded directly in equity       
Contributions by the owner  

(note 13b) - 24,471 - 24,471 - 24,471 

Dividends to the owner (note 12) -  (48,000) (48,000) - (48,000) 

Balance as at 30 June 2018  68,172  24,471  11,106  103,749  108  103,857  
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The condensed consolidated interim statement of cash flows is to be read in conjunction with the notes to, and 

forming part of, the condensed consolidated interim financial statements set out on pages 8 to 22. 
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’000 GEL Note 2018 2017 

    

Cash flows from operating activities    

Cash received from subscribers  139,124 87,016 

Cash received from other telecom operators and for IRU 

contracts               13,310              15,692 

Salaries and benefits paid to and on behalf of employees  (23,346) (13,542) 

Interconnection fees and expenses paid  (4,467) (3,046) 

Purchase of inventory  (7,317) (2,187) 

Taxes paid other than on income  (21,266) (11,446) 

Income tax paid  (675) (2,027) 

Network management and maintenance costs paid  (5,316) (4,827) 

Other operating expenses paid  (33,215) (13,014) 

Net cash from operating activities  56,832 52,619 

    

Cash flows from investing activities    

Acquisition of property and equipment  (16,096) (28,228) 

Acquisition of intangible assets  (7,869) (4,837) 

Proceeds from disposals of property and equipment  806 1,379 

Acquisition of subsidiaries, net of cash acquired 16 (329,716) (511) 

Investment in term deposit  - 2,444 

Issue of loans  (489) (351) 

Interest received  315 - 

Net cash used in investing activities  (353,049) (30,104) 

    

Cash flows from financing activities    

Proceeds from borrowings  423,545 2,500 

Repayment of borrowings  (63,519) (8,587) 

Interest paid  (11,270) (4,683) 

Dividends paid  (33,036) (5,070) 

Net cash from/(used in) financing activities  315,720 (15,840) 

    

Effect of exchange rate changes on cash and cash 

equivalents  (385) (178) 

Net increase in cash and cash equivalents  19,118 6,497 

    

Cash and equivalents at the beginning of the period  2,521 1,280 
    

Cash and cash equivalents at the end of the period  21,639 7,777 
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1. Reporting entity 

 

(a)    Georgian business environment 

 

The Group’s operations are located in Georgia. Consequently, the Group 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 condensed consolidated interim financial statements reflect 

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

financial position of the Group. The future business environment may differ from management’s 

assessment. 
 

(b)    Organisation and operations 

 

These condensed consolidated interim financial statements include the financial statements of Silknet JSC 

(the Company) with the registration number of 204566978 and its subsidiaries (together referred to as the 

Group and individually as the Group entities). The Company and its subsidiaries are limited liability 

companies as defined under the Law of Georgia on Entrepreneurs and are incorporated and domiciled in 

Georgia.  
 

The Company’s legal address is 95 Tsinamdzgvrishvili Street, Tbilisi, 0112, Georgia. 
 

The principal activity of the Group is provision of telecommunication services to corporate and individual 

customers in Georgia, including local and international telephone services, internet and internet television 

(IPTV) services and leasing the underground communication facilities. 
 

On 20 March 2018 (the “Completion date”) the Group acquired a 100% holding in Georgia’s second-

largest mobile operator, Geocell LLC, for a transaction price of USD 151.7 million, roughly 

corresponding to an EV/EBITDA multiple of 4.5. Geocell LLC has more than 1.7 million mobile voice 

and almost 1 million mobile data subscribers representing approximately 35% of the local market and 

generates revenue from its major revenue streams, which represent mobile voice, mobile data, 

interconnect, messaging, sale of mobile equipment and others. The consideration given included 

repayment of a loan owed by Geocell LLC to Fintur Holdings B.V. (“Fintur”) the Parent company of 

Geocell LLC.   
 

As a result of the acquisition of Geocell LLC the composition of assets and liabilities as well as the 

quantum of balances of the Group have changed. As a result there were the following changes in the 

condensed consolidated interim statement of financial position for the six months ended 30 June 2018 

compared to the year ended 31 December 2017: increase in inventory, increase in non-current portion of 

contract liabilities from prepayments and trade payables and decrease in current portion of contract 

liabilities. Also the following line items were increased in the Condensed Consolidated Interim Statement 

of Profit or Loss and Other Comprehensive Income for the six months ended 30 June 2018 compared to 

the six months ended 30 June 2017: revenue, interconnect fees and roaming expenses, depreciation and 

amortisation, purchased services and other expenses. In addition the assumption of significant new bank 

loans in March 2018 resulted in a significant increase in finance cots in the six months ended 30 June 

2018. 
 

Following the acquisition of Geocell LLC on 20 March 2018 (see note 16) the Group directs its activities 

as two operating segments, fixed broadband and mobile communications segments. Information about 

the Group’s reportable segments is disclosed in note 6 Operating segments. 
 

In June 2018, the Company’s Long-Term Issuer Default Rating was reassessed and was reconfirmed as 

'B+' with a Stable Outlook. 
 

The Company is wholly-owned by Rhinestream Holdings Limited (the “owner”), an entity incorporated 

in Malta, and is ultimately controlled by an individual, Giorgi Ramishvili.  
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The Group has reclassified certain line items to better reflect the operations of the Group. (Comparative 

figures have been reclassified as followes).  
 

 

  

 

As presented in the 

Condensed Consolidated 

Interim Financial Statements 

for the six months ended  

30 June, 2017 Reclassifications 

As presented in the 

Condensed Consolidated 

Interim Financial Statements 

for the six months ended  

30 June, 2017 

’000 GEL    

    

Revenues: 85,661   

Commercial revenue - 74,500 74,500 

Carrier services - 11,161 11,161 
    

    

Costs and expenses:    

Depreciation and amortisation (18,776) - (18,776) 

Salaries and benefits (16,166) - (16,166) 

Purchased services (15,384) 8,412 (6,972) 

Network management and 

maintenance costs - (6,544) (6,544) 

IPTV content cost - (4,468) (4,468) 

Interconnect fees and roaming 

expense 
- (3,074) (3,074) 

Rent expenses under operating 

leases 
- (2,101) (2,101) 

Advertising and marketing - (870) (870) 

Other operating expenses (14,352) 14,352 - 

Other expenses 921 (5,707) (4,786) 
    

Profit from operating activities 21,904 - 21,904 

    

Finance income 228 1,869 2,097 

Finance expense (5,095) - (5,095) 

Net foreign exchange gain 1,869 (1,869) - 
    

Profit before income tax 18,906 - 18,906 

    

Income tax expense (1,300) - (1,300) 
 

   
Profit and total comprehensive 

income for the period 17,606 - 17,606 
    

    

Profit and total comprehensive 

income attributable to: 
   

Owner of the Company 17,390 - 17,390 

Non-controlling interest 216 - 216 

 17,606 - 17,606 
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2. Basis of accounting 

           

 Statement of compliance 

 

These condensed consolidated interim financial statements have been prepared in accordance with IAS 34 

Interim Financial Reporting, and should be read in conjunction with the Group’s last annual consolidated 

financial statements as at and for the year ended 31 December 2017 (“last annual consolidated financial 

statements”). 
 

These condensed consolidated interim financial statements do not include all of the information required 

for a complete set of IFRS financial statements. However, selected explanatory notes are included to explain 

events and transactions that are significant to an understanding of the changes in the Group’s financial 

position and performance since the last annual consolidated financial statements. 
 

 

3. Functional and presentation currency 

 

The national currency of Georgia is the Georgian Lari (GEL), which is the functional currency of the Group 

entities and the currency in which these condensed consolidated financial statements are presented. All 

financial information presented in GEL has been rounded to the nearest thousands, except when otherwise 

indicated. 
 

 

4. Use of estimates and judgments 

 

In preparing these condensed consolidated interim financial statements, management has made judgments, 

estimates and assumptions that affect the application of accounting policies and the reported amounts of 

assets, liabilities, income and expenses. Actual results may differ from those estimates. 
 

Estimates and underlying assumptions are reviewed on an on-going basis. Revisions to accounting estimates 

are recognised in the period in which the estimates are revised and in any future periods affected. 
 

The significant judgements made by management in applying the Group’s accounting policies and the key 

sources of estimation uncertainty were the same as those that applied to the last annual consolidated 

financial statements as at and for the year ended 31 December 2017 except for new significant judgements 

and key sources of estimation uncertainty related to the business combination described in note 16. 
 

In the opinion of management, there are no assumptions or estimation uncertainties that have a significant 

risk of resulting in a material adjustment within the next financial year, except for the uncertainties in 

relation to the fair value measurement of property,and equipment and intangible assets acquired in the 

acquisition of Geocell LLC, as set out in note 16. 
 

 

5. Re-issuance of the consolidated condensed financial information 

 

The management has withdrawn its previously issued condensed consolidated interim financial information 

released on 25 September 2018, in order to account for a call option granted by the Company as a part of 

obtaining funds to finance the acquisition of Geocell (refer to note 13 for details) omitted in the condensed 

consolidated interim financial information issued on 25 September 2018. As a result, the following changes 

have been made to the condensed consolidated interim statements of financial position as at 30 June 2018 

and condensed consolidated interim statement of profit or loss, other comprehensive income and statement 

of changes in equity for the six months ended 30 June 2018: additional paid-in capital increased by  

GEL 8,026 thousand, loans and borrowings decreased by GEL 7,490 thousand and finance costs increased 

by GEL 536 thousand. 
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6. Significant accounting policies  

 

Except for the changes below, the accounting policies applied by the Group were consistent with those 

applied in the last annual consolidated financial statements.   
 

The changes in accounting policies are also expected to be reflected in the Group’s consolidated financial 

statements as at and for the year ending 31 December 2018. 
 

The Group has initially adopted IFRS 9 Financial Instruments from 1 January 2018 using the cumulative 

effect method, by recognising the cumulative effect as an adjustment to the opening balance of retained 

earnings at 1 January 2018. Therefore, the comparative information has not been restated.  
 

The impact of the adoption of IFRS 9 on the Group’s equity as at 1 January 2018 was not considered to be 

material to make detailed disclosure for the purpose of these condensed consolidated interim financial 

statements.  
 

 

7. Operating segments 

 

Following the acquisition of Geocell LLC on 20 March 2018, the Group directs its activities as two 

operating segments, fixed broadband and mobile communications segments. The majority of the Groups 

revenue is generated in Georgia, so information regarding geographical areas is not provided. Information 

related to each reportable segment is set out below.  
 

Management believes that disclosure of revenue, profit before income tax, assets and liabilities is the 

most relevant in evaluating the results of the relevant operating segments. Revenue and profit before 

income tax for the fixed broadband operating segment is for the six month periods ended on 30 June 2018 

and 30 June 2017 respectively. Revenue and profit before income tax for the mobile communications 

segment reflects post-acquisition performance from 20 March 2018 to 30 June 2018.  
 

Revenues, assets and liabilities for both segments are presented as of 30 June 2018: 
 

’000 GEL 

Mobile 

Communications 

Fixed 

Broadband 

Elimination 

Mobile 

Communications 

Elimination 

Fixed 

Broadband Total 

External revenues 60,518 83,731 (450) (1,291) 142,508 

Segment profit  

before income tax 
7,964 23,893 6,022 (10,177)* 27,702 

 

’000 GEL 

Mobile 

Communications 

Fixed 

Broadband 

Elimination 

Mobile 

Communications 

Elimination 

Fixed 

Broadband Total 

Segment assets 440,281 447,287 (29,682) (181,705) 676,181 

Segment liabilities 246,193 537,518 (181,707) (29,680) 572,324 

 

* The amount includes a bargain gain on the acquisition of Geocell LLC amounting to  

GEL 41,845 thousand (see note 16 (ii)). 
 

The additions to property and equipment for each segment amount to the following: Mobile 

Communications GEL 1,024 thousand and GEL 15,474 thousand for Fixed Broadband. 
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The revenues generated from each segment for the six months ended 30 June 2018 are as follows: 

 

’000 GEL 

Mobile 

Communications 

Fixed 

Broadband Total 
    

Internet service - 41,135 41,135 

Mobile voice revenue 27,220 - 27,220 

Internet television - 17,414 17,414 

Interconnect service 12,972 3,888 16,860 

Mobile data revenue 12,424 - 12,424 

Fixed telephone service - 11,553 11,553 

Revenue from other mobile services 5,469 - 5,469 

Facility rental service - 5,384 5,384 

Roaming revenue 1,982 - 1,982 

Wireless telephone ("CDMA*") service - 1,322 1,322 

Other non-operating revenues - 1,745 1,745 

Total revenues  60,067   82,441  142,508 

 

Revenues, assets and liabilities were all attributable to the Fixed Broadband segment for the period ended 

30 June 2017. 

 

 

8. Revenues 

 

’000 GEL 2018 2017 

   

Internet service 41,135 44,338 

Mobile voice revenue 27,220 - 

Internet television 17,414 15,474 

Interconnect service 16,860 5,686 

Mobile data revenue 12,424 - 

Fixed telephone service 11,553 13,233 

Revenue from other mobile services 5,469 - 

Facility rental service 5,384 3,977 

Roaming revenue 1,982 - 

Wireless telephone ("CDMA*") service 1,322 1,700 

Other non-operating revenues 1,745 1,253 

Total revenues 142,508 85,661 

 

* Code Division Multiple Access technology supporting the Group’s wireless telephone services. 

 

Except for revenue streams attributable to the mobile communications segment (mobile voice, part of 

interconnect service, mobile data, revenue from other mobile services and roaming revenue) the business is 

not subject to any seasonality and remains constant throughout the year.  Revenue streams attributable to 

the mobile communications segment for the 6 months ended 31 December are usually approximately  

GEL 10-15 million higher than for the 6 months ended 30 June.  
 

There have been no changes to the major revenue streams from the revenue streams reported in the 

consolidated financial statements for the year ended 31 December 2017 except for the additional revenue 

streams related to the acquisition of Geocell LLC. 
 

There have been no changes to the timing of revenue recognition from that reported in the consolidated 

financial statements for the year ended 31 December 2017. 
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9. Purchased services 

 
’000 GEL 2018 2017 
   

Professional fees* 16,645 512 

Software maintenance service 3,225 1,502 

Utility expenses 3,091 1,608 

Internet clear channel costs 2,575 1,455 

Internet service cost 1,700 1,816 

Other 157 79 

Total purchased services 27,393 6,972 

 

* The Group incurred advisory, legal and other professional and consulting fees of approximately                      

GEL 13,189 thousand, in respect of the acquisition of Geocell LLC (see note 16). 
 
 

10. Property and equipment 

 

’000 GEL Land 

Buildings 

and 

facilities 

Machinery 

and 

equipment Vehicles 

Furniture 

and 

fixtures 

Construction 

in progress Total         
Cost at 1 January 2017 21,198 109,281 169,450 4,450 13,122 611 318,112 

Accumulated depreciation - (30,070) (86,848) (3,831) (9,617) - (130,366) 

Carrying amount at  

1 January 2017 21,198 79,211 82,602 619 3,505 611 187,746         
Additions  15 83 11,270 123 137 11,806 23,434 

Disposals and write offs    (82) (855) (5,517) (11) (78) - (6,543) 

Transfers and others - 320 5,614 - - (5,934) - 

Disposals of depreciation - 270 4,810 11 68 - 5,159 

Depreciation charge - (1,142) (12,353) (188) (610) - (14,293) 

Carrying amount at  

30 June 2017 21,131 77,887 86,426 554 3,022 6,483 195,503         
Cost at 30 June 2017 21,131 108,829 180,817 4,562 13,181 6,483 335,003 

Accumulated depreciation - (30,942) (94,391) (4,008) (10,159) - (139,500) 

Carrying amount at  

30 June 2017 21,131 77,887 86,426 554 3,022 6,483 195,503         
Cost at 1 January 2018 20,650 111,095 199,188 4,532 13,594 76 349,135 

Accumulated depreciation - (31,581) (108,868) (3,975) (10,192) - (154,616) 

Carrying amount at  

1 January 2018 20,650 79,514 90,320 557 3,402 76 194,519         
Acquisition through 

business combination 
7,845 12,459 157,197 3,040 3,834 - 184,375 

Additions 2 16 9,402 - 1,150 5,928 16,498 

Disposals (457) (2,445) (3,072) (107) (8) - (6,089) 

Transfers and others 5 338 3,511 68 8 (5,565) (1,635) 

Disposals of depreciation - 926 1,928 103 6 - 2,963 

Depreciation charge - (1,353) (24,025) (405) (795) - (26,578) 

Carrying amount at  

30 June 2018 28,045 89,455 235,261 3,256 7,597 439 364,053         
Cost at 30 June 2018 28,045 121,463 366,226 7,533 18,578 439 542,284 

Accumulated depreciation - (32,008) (130,965) (4,277) (10,981) - (178,231) 

Carrying amount at  

30 June 2018 28,045 89,455 235,261 3,256 7,597 439 364,053 
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(a) Security 

 

All of the Group’s property and equipment is pledged under the secured bank loans (note 13). 
 

(b) Other non-current assets 

 

As at 30 June 2018 other non-current assets include uninstalled equipment of GEL 22,911 thousand and 

prepayments for non-current assets of GEL 858 thousand (30 June 2017: uninstalled equipment of                         

GEL 10,782 thousand and prepayments for non-current assets of GEL 3,572 thousand). 
 

 

11. Intangible assets and capitalized subscribers acquisition cost 

 

’000 GEL 

Network 

Operating 

& 

Computer 

software 

licenses 

Telecom 

operating 

licenses 

Broadcasting 

rights Goodwill CSAC* Total 
 

      
Cost at 1 January 2017 12,447 19,402 11,657 2,894 - 46,400 

Accumulated amortization (8,260) (16,311) (5,346) - - (29,917) 

Carrying amount at  

1 January 2017 4,187 3,091 6,311 2,894 - 16,483 
 

      
Additions  1,024 2,045 3,473 - - 6,542 

Amortization charge  (348) (4,146) - - - (4,494) 

Disposals - (1,780) - - - (1,780) 

Disposals of amortization - 1,780 - - - 1,780 

Carrying amount at  

30 June 2017 4,863 990 9,784 2,894 - 18,531 
 

      
Cost at 30 June 2017 13,471 19,667 15,130 2,894 - 51,162 

Accumulated depreciation (8,608) (18,677) (5,346) - - (32,631) 

Carrying amount at  

30 June 2017 4,863 990 9,784 2,894 - 18,531 
 

      
Cost at 1 January 2018 14,124 19,606 15,130 2,894 2,128 53,882 

Accumulated depreciation (9,708) (16,812) (10,250) - (586) (37,356) 

Carrying amount at  

1 January 2018 4,416 2,794 4,880 2,894 1,542 16,526 
 

      
Acquisition through business 

combination 34,864 132,489 - 4,089 428 171,870 

Additions 1,183 893 15,904 - 563 18,543 

Amortization charge (4,210) (3,968) (4,100) - (628) (12,906) 

Carrying amount at  

30 June 2018 36,253 132,208 16,684 6,983 1,905 194,033 
 

      
Cost at 30 June 2018 50,171 152,988 31,034 6,983 3,119 244,295 

Accumulated depreciation (13,918) (20,780) (14,350) - (1,214) (50,262) 

Carrying amount at  

30 June 2018 36,253 132,208 16,684 6,983 1,905 194,033 

 
* CSAC-Capitalized Subscribers Acquisition Cost 
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12. Equity 

 

(a) Additional paid-in capital 
 

In March 2018 the Company’s shareholder Rhinestream Holdings Limited issued a loan of  

USD 17 million. The loan from the parent company was borrowed on non-market conditions due to which 

additional paid-in capital amounting to GEL 16,445 thousand arose (see note 13(a)).  
 

In June 2018 the Group issued a call option for 4,795,000 ordinary shares, representing approximately 6.6% 

ownership on a diluted basis, for the benefit of JSC TBC Bank as a part of the financing received for the 

acquisition of Geocell (see note 16). Exercise price of the option is set as GEL 5.214 per share for the total 

amount of GEL 25,000 thousand. The option is exercisable at any time during the period of five years or 

conditionally upon the occurrence of a liquidity event, which is defined as an Initial Public Offering (IPO) 

or sale of 100% stake of the company.  
 

The fair value of the call option was accounted for as an equity instrument at the date of acquisition of 

Geocell/receipt of funds from TBC. The fair value of GEL 8,026 thousand is credited to additional paid-

in capital and will be charged to profit or loss through amortization of Geocell acquisition related loans 

(note 16). As the option is an equity instrument, no change in fair value is recognised in the statement of 

profit or loss and other comprehensive income. 
 

(b) Dividends 

 

In the six months ended 30 June 2018 and 2017, the Group declared dividends of GEL 48,000 thousand 

(GEL 0.7 per share) and GEL 11,703 thousand (GEL 0.2 per share), respectively. As at 30 June 2018 and 

31 December 2017 dividends payable amounted to GEL 18,002 thousand and GEL 3,038 thousand 

respectively. 

 

13. Loans and borrowings 

 

This note provides information about the contractual terms of the Group’s interest-bearing loans and 

borrowings which are measured at amortised cost.  
 

’000 GEL 30 June 2018 31 December 2017 

Secured bank loans – non-current 313,282 37,482 

Unsecured bonds - non-current 58,502 34,000 

 371,784 71,482 

Secured bank loans – current 17,070 4,619 

Unsecured bonds – current 956 425 

 18,026 5,044 

Subordinated loan 26,198 - 

 26,198 - 
 416,008 76,526 

 

(a) Terms and debt repayment schedule 

 

Terms and conditions of outstanding loans were as follows: 

 
    30 June 2018 

’000 GEL Currency 

Nominal  

interest rate 

Year of 

maturity 

Face 

Value 

Carrying 

amount 

Secured bank loans GEL 11.7% 2024 27,237 27,237 

Unsecured bonds USD 8.50% 2021 25,041 25,041 

Unsecured bonds GEL 3.5 % + Refinancing rate 2022 34,431 34,431 

Secured bank loans GEL 12% 2024 39,912 39,912 

Secured bank loans USD 7.5%+ 6 month Libor rate 2025 246,073 238,583 

Secured bank loans USD 11% + 6 month  Libor rate 2025 24,606 24,606 

Subordinated loan USD 9.5% 2026 42,794 26,198 

Total loans and borrowings    440,094  416,008  
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    31 December 2017 

’000 GEL Currency Nominal interest rate 

Year of 

maturity 

Face 

value 

Carrying 

amount 

Secured bank loans GEL 12% 2024 42,101 42,101 

Unsecured bonds GEL 3.5% + Refinancing rate 2022 34,425 34,425 

Total loans and borrowings       76,526 76,526 

 

In order to finance the acquisition of Geocell LLC, the Company and JSC TBC Bank signed a credit 

agreements on 16 March 2018. The amounts of credits are USD 110 million and USD 10 million which 

bear a variable interest rate of 7.5% + 6 month Libor rate and 11% + 6 month Libor rate, respectively 

(“Libor” - London Interbank Offered Rate). Interest rates are subject to changes every 6 months from the 

date of issuance. The repayment schedule of the USD 110 million secured bank loan is as follows:  

12 month grace period (only interest is paid) followed by payments of interest and principal on a monthly 

basis. 
 

As a part of obtaining loans from TBC bank the Group issued a call option for 4,795,000 ordinary shares, 

for the benefit of JSC TBC Bank (see note 12). The fair value of the option was recognized as transaction 

costs by reducing respective carrying amount of the loan. 

 

On 30 March 2018 the Group made a private placement of unsecured bonds amounting USD 10 million. 

These unsecured bonds bear a fixed interest rate of 8.5% and mature in 2021 with the option of redemption 

at the end of the 2nd year from the bond issuance date. The proceeds from the bond issuance were used 

to repay part of the secured bank loan of USD 110 million. The proceeds from the bonds placed in March 

2018 were used for the early payment of the secured bank loan with the face value of  

GEL 246,073 thousand.  
 

In August 2017, the Company carried out the issuance, placement and registration (listing) of unsecured 

bonds on the Georgian Stock Exchange (“GSE”). As a result, the Company issued GEL 34 million of 

unsecured bonds which bear a variable interest rate of 3.5% + the refinancing rate maturing in 2022.  
 

Subordinated loan 
 

The acquisition transaction was partially financed through a loan agreement of USD 17 million borrowed 

from the Company’s ultimate parent company Rhinestream Holdings Limited. The loan is subordinated 

to all other loans and borrowings and the promissory notes. The loan from the parent company was 

borrowed on non-market conditions due to which additional paid in capital amounting to  

GEL 16,445 thousand arose. The loan bear interest rate of 9.5% per annum and is repayable on 28 March 

2026. 
 

On 30 March 2018 the Group made a private placement of  unsecured bonds amounting USD 10 million. 

These unsecured bonds bear a fixed interest rate of 8.5% and mature in 2021 with the option of redemption 

at the end of the 2nd year from the bond issuance date. The proceeds from the bond issuance were used to 

repay part of the secured bank loan of USD 110 million. The proceeds from the bonds placed in March 

2018 were used for the early payment of the secured bank loan with the face value of  

GEL 246,073 thousand.  
 

For detailed information about the promissory note please see note 16. 
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(b) Changes in liabilities arising from financing activities 
 

’000 GEL 

Dividends 

payable 

Loans and 

borrowings Total 

Balance at 1 January 2018 3,038 76,526 79,564 

Proceeds from borrowings  - 423,545 423,545 

Repayment of borrowings    - (63,519) (63,519) 

Interest paid - (11,270) (11,270) 

Dividend paid (33,036) - (33,036) 

Total changes from financing cash flows (33,036) 348,756 315,720     
The effect of changes in foreign exchange rates  428 428     
Other changes    

Interest expense - 14,086 14,086 

Transaction cost* - 247 247 

Non-resident income tax paid - 436 436 

Total liability-related other changes   -    14,769 14,769 

Total equity-related other changes (see note 12 and note 13) 48,000    (24,471) 23,529  

Balance at 30 June 2018 18,002  416,008 434,010 
 

* Transaction cost of GEL 247 thousand relates to certain expenses incurred by the Group in relation to 

the issuance, placement and registration of unsecured bonds. 
 

 

14. Fair values and financial risk management 

 

The Group has determined fair values of financial assets and liabilities using valuation techniques 

disclosed in the last annual consolidated financial statements. Management believes that the fair value of 

the Group’s financial assets and liabilities approximates their carrying amounts. 
 

The Group’s financial risk management objectives and policies are consistent with those disclosed in the 

last annual consolidated financial statements. There has not been a significant change in the financial risk 

management of the Group as a result of the purchase of Geocell LLC. 
 

(a) Credit related commitments 
 

As at 30 June 2017 the Group had guaranteed the indebtedness of the parent company of  

GEL 35,000 thousand. The guarantee amount represents the maximum accounting loss that would be 

recognized at the reporting date if the counterparty failed completely to perform as contracted. Therefore, 

the total outstanding contractual commitment does not necessarily represent future cash requirements, as 

the commitment may expire or terminate without being funded. As at the reporting dates, no event of 

default under the guarantee agreement occurred and management believes that the probability of its parent 

company failing to meet its contractual obligations under the respective agreement was remote. Therefore, 

no provision was recognized for the arrangement. 
 

As at 30 June 2018 the parent company had fully repaid the loan the Group had guaranteed. 
 

(b) Liquidity risk 
 

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations associated 

with its financial liabilities that are settled by delivering cash or another financial asset. The Group’s 

approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity 

to meet its liabilities when due, under both normal and stressed conditions, without incurring unacceptable 

losses or risking damage to the Group’s reputation. For this purpose the Group makes short-term forecasts 

for cash flows based on estimated financial needs determined by the nature of operating activities. As a 

rule these needs are envisaged for an annual and monthly basis. In order to manage its financial needs the 

Group receives cash flows on a daily basis from customers. This ensures that the Group has enough cash 

to meet its financial obligations. Typically the Group ensures that it has sufficient cash on demand to 

meet expected operational expenses for a period of 30 days, including the servicing of financial 

obligations; this excludes the potential impact of extreme circumstances that cannot reasonably be 

predicted, such as natural disasters. 
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As at 30 June 2018, the Group’s current liabilities of GEL 100,269 thousand were in excess of current 

assets by GEL 19,103 thousand (figures exclude contract assets and liabilities from prepayments). 

Included in current liabilities is the dividend payable to the Parent, of GEL 18,002 thousand, the timing 

of which is ultimately and solely controlled by the shareholder. Notwithstanding the dividend payable, 

the company’s current liabilities would have been in excess of current assets by GEL 1,101 thousand 

(GEL1,287 thousand as at 31 December 2017, calculated as negative working capital of  

GEL 4,323 thousand less dividend payable of GEL 3,038 thousand). The Group maintains a steady 

liquidity position compared to 31 December 2017. Given the positive cash flow of the Group, which 

is  expected to be significantly  improved after the acquisition of Geocell LLC, management does not see 

an issue with regards to its working capital. 
 

 

15. Related party transactions 
 

The related party transactions are the same as before except of the transactions related to Rhinestream 

Holdings Limited loan as disclosed in note 13(a). 
 

 

16. Business combinations 

    
30 June 2018 

Ownership/voting 

31 December 2017 

Ownership/voting Subsidiary 
 

Country of incorporation 

Geocell LLC  Georgia 100% - 

Qarva LLC  Georgia 51% 51% 

WiMax Georgia LLC Georgia 100% 100% 

Novus LLC Georgia 100% 100% 

NG Georgia Georgia 100% 100% 
 

Significant business combinations 
 

Detailed description of business combinations is disclosed in Note 1 
 

a. Geocell LLC 
 

The components fair value of the consideration are as follows: 
 

Components of 

consideration: 

Amount 

in USD 

Amount 

in GEL 

Fair 

Value 

in USD 

Fair 

Value in 

GEL Date Financing 

Upfront deposit 15,000 37,499 15,000 36,216 27-Jan-18 Loan from TBC 

Cash 
51,000 124,445 51,000 123,134 

Completion 

Date 

Loan from TBC and 

Rhinestream 

Payment of Fintur Loan 

Principal 68,300 166,659 68,300 164,904 

Completion 

Date Loan from TBC 

Second anniversary of  

the Completion date 

(“Tranche 1”) 
13,000 31,387 10,601 25,595 

Completion 

Date plus 

two years 

Promissory notes 

issued by Silknet 

and delivered to 

Fintur 

Third anniversary of the 

Completion date 

(“Tranche 2”) 
3,000 7,243 2,209 5,334 

Completion 

Date plus 

three years 

Promissory notes 

issued by Silknet 

and delivered to 

Fintur 

Payment of accrued 

interest on the Fintur 

loan 1,413 3,448 1,413 3,412 

Completion 

Date Loan from TBC 

Total consideration 

transferred 151,713 370,681 148,523 358,594   
 

The Promissory notes are contractually non-interest bearing instruments payable to Fintur, with a nominal 

amount of USD 16 million. For the purpose of fair value measurement management estimated the market 

interest rate of 10.74% as a discount rate. 
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In addition to the total consideration shown above, the business acquisition resulted in the elimination of 

pre-acquisition prepayments received under Indefeasible Right to Use (IRU) contracts of  

GEL 23,362 thousand which did not result in any gain or loss recognized in profit or loss.  
 

(i) Identifiable assets acquired and liabilities assumed  
 

The following table summarises the recognised amounts of assets acquired and liabilities assumed at the 

acquisition dates: 
 

'000 GEL Geocell LLC 

ASSETS  

Non-current assets  

Property, plant and equipment         184,174  

Intangible assets          165,936  

Other non-current assets           19,942  

IRU related prepayments 34,754 

Total non-current assets 404,807 

Current assets  

IRU related prepayments 5,586 

Inventories 2,895 

Issued loan 1,500 

Trade and other receivables, net 16,617 

Cash and cash equivalents 6,315 

Total current assets 32,913 

TOTAL ASSETS 437,720 

Current liabilities  

Trade and other payables 24,045 

Contract liabilities from prepayments 13,236 

Total current liabilities 37,281 

TOTAL LIABILITIES 37,281 

Total identifiable net assets 400,439 
 

Measurement of fair values 
 

The valuation techniques used for measuring the fair value of material assets acquired were as follows. 
 

Assets acquired  Valuation technique  
Property, plant 

and equipment  
 

 

 

 

 

Cost approach - Under the cost approach, the business value equals the net aggregate 

market value of its underlying assets. Under this approach, the net asset method is used, 

which entails the restatement of an entity’s balance sheet by substituting the market values 

of its assets and liabilities for their carrying values. 

The cost approach was applied for determining the fair value of fixed assets: machinery 

and equipment,  furniture and fixture and construction in progress. 

Market approach – The market approach assumes that a company’s value can be 

determined based on: 

 Share price quotes of publicly traded guideline companies (the “guideline 

company method”); 

 Bid and ask prices for shareholdings of comparable companies (the “transaction 

method”). 

The market approach was applied for determining fair value of land, building and 

facilities and vehicles. 

Income approach – The income approach determines the present value of the expected 

benefit to be derived from owning a business. The income approach assumes that an 

investor will not pay more than the present value of future cash flows that a business could 

generate. The present value of a business is determined either by discounting future cash 

flows or by capitalizing current, historic, or forecasted annual income. 

The income approach was applied in the framework of verification of adequate 

profitability in accordance with the International Valuation Standards, which is necessary 

in determining fair value in accordance with IFRS. The method of discounted cash flows 

(DCF method) was chosen as the main method in the income approach. 

The obsolescence test was performed in order to ensure that the assets are not impaired. 

Intangible assets  The Market approach was used for measuring the fair value of intangible assets.  
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(ii) Bargain gain from acquisition 

 

A bargain gain was recognized as a result of the acquisitions as follows: 

’000 GEL Amount 

Fair value of consideration transferred 358,594 

Fair value of identifiable net assets (400,439) 

Bargain gain (41,845) 

 

The sum of consideration transferred for the acquisition of Geocell LLC was GEL 41.8 million less than 

the fair value of its identifiable net assets at the date of acquisition, thus the difference was recognized as 

a bargain purchase gain or ‘negative goodwill’ in the consolidated statement of profit or loss and other 

comprehensive income for the six month period ended 30 June 2018.  
 

There were several reasons for bargain gain incurred on acquisition. One was the extensive and the urgent 

need for significant capital expenditures in terms of 4G (LTE) technology rollout that the acquire was 

facing. To maintain the existing subscriber base and handle increased competition from peers the need 

for the network upgrade to 4G (LTE) technology is of crucial importance to Geocell LLC (see note 17).   
 

Another reason for the ‘negative goodwill’ is the growing trend of mobile data usage from subscribers. 

The greater the demand on data usage and data quality increase, the greater the necessity for a mobile 

network operator to have extensive support from fixed broadband. The need for access to a fixed network 

also stressed the purchase price of Geocell LLC resulting in the bargain gain of GEL 41.8 million. 
 

There is also the following factor, the appreciation of the GEL against the USD in the first quarter of 2018 

(from GEL 2.59: USD1 to GEL 2.41: USD 1) effectively decreased the consideration in GEL whilst the 

net asset value, in GEL, remained stable. 
 

Since the acquisition date to 30 June 2018 Geocell LLC has contributed to the Group revenue and net 

profit after tax of approximately GEL 60.5 million and GEL 8.2 million, respectively. If the acquisition 

had occurred on 1 January 2018, management estimates that the consolidated revenue and consolidated 

net profit after tax for the corresponding period would have increased by approximately GEL 56.5 million 

and GEL 14.5 million, respectively. Management bases the estimate on the assumption, that the fair value 

adjustments that arose on the date of acquisition would have been the same if the acquisition had occurred 

on the first day of the year when the acquisition took place. 

 

Geocell LLC has ceased its legal existence and was merged by the Group on 1 November 2018.  
 

b. Global TV 

 

On 8 January 2018 (the acquisition date) the Group acquired the pay TV operating segment from JSC 

Global TV Group (three Georgian companies are considered under the Group: JSC Global Contact 

Consulting, JSC Eurasia XXI and JSC Global TV) for the consideration of GEL 5,348 thousand, net of 

VAT. Considering the fact that the assets acquired and liabilities assumed constitute a business, the Group 

accounts for this transaction as a business acquisition, pursuant to the requirements of IFRS 3 Business 

Combinations.  
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(iii) Identifiable assets acquired and liabilities assumed 

 

The following table summarises the recognised amounts of assets acquired and liabilities assumed at the 

acquisition date 

 

'000 GEL Global TV 

ASSETS  

Non-current assets  

Property, plant and equipment 200 

Intangible assets and contract costs 1,845 

Total non-current assets 2,045 

Current assets  

Trade and other receivables, net 9 

Total current assets 9 

TOTAL ASSETS 2,054 

Non-Current liabilities  

Trade and other payables 347 

Total non-current liabilities 347 

Current liabilities  

Trade and other payables 448 

Total current liabilities 448 

TOTAL LIABILITIES 795 

Total identifiable net assets 1,259 
 

Measurement of fair values 

 

The following table discloses the valuation approach used for the above valuation groups: 
 

Group Used valuation approach 

Land Market approach, Cost approach  

Buildings and facilities Market approach, Cost approach (Depreciated replacement cost) 

Vehicles Market approach, Cost approach (Depreciated replacement cost) 

Machinery and 

equipment 

Market approach, Cost Approach (Depreciated replacement cost), based on 

historical value 

Furniture and fixture Market approach, Cost approach (Depreciated replacement cost) 

Construction in 

progress 
Cost approach (Depreciated replacement cost) 

Inventory Market approach, Cost approach (Depreciated replacement cost) 

Other Market approach, Cost approach (Depreciated replacement cost) 

 

(iv) Goodwill 
          
         Goodwill was recognised as a result of the acquisitions as follows: 

’000 GEL Amount 

Fair value of consideration transferred 5,348* 

Fair Value of identifiable net assets (1,259) 

Goodwill 4,089 
 

The recognized goodwill is primarily attributable to synergies expected to be achieved through network 

and subscriber base integration to the Group’s pay TV service. Since the acquisition date to 30 June 2018, 

Global TV contributed revenue of approximately GEL 2.1 million and net profit of approximately  

GEL 1.5 million to the Group. Since the acquisition happened in early January 2018, management 

estimates that if the acquisition had occurred on 1 January 2018 Global TV would have not contributed 

any material additional revenue or net profit to the Group. 
 

The Global TV has been merged by the Group concurrently to the acquisition.  
 

*Out of total consideration GEL 3,981 was paid for the period ended 30 June 2018.  
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17. Events subsequent to the reporting date 

 

In October 2017, the Georgian National Communications Commission (“GNCC”) proposed new 

localinterconnection tariffs, both for fixed and mobile services, which became effective partially from  

1  July 2018 and will have full effect from January 2019.  New tariffs were calculated based on the Long-

Run Incremental Costing (LRIC) methodology and are significantly lower than those, that were effective 

during 2017 and periods before. Management expects that the changes above, with the assumption of all 

else being equal, will have a negative effect on the consolidated profit before income tax for both,  

JSC Silknet and Geocell LLC, of up to GEL 6 million annually from 2019 and up to GEL 1.5 million in 

the last six months of 2018. 
 

In August 2018 the Group submitted a bid for 800 MHz LTE frequency license in a tender held by GNCC 

on 20 September 2018. The bid was closed in favor of the Company. The Group plans to use the license 

to support the 4G (LTE) technology rollout. The license is for 15 years and the purchase price amounts 

to GEL 25.4 million, out of which, GEL 2.4 million has already been paid as a prepayment according to 

the predetermined schedule, GEL 8.2 million has to be paid before the end of the 2018 and the remaining 

GEL 14.8 million is payable in 2019 on a monthly basis.  
 

 

18. Standards issued but not yet effective 

 

A number of new standards and amendments to standards are effective for annual periods beginning after 

1 January 2018 and earlier application is permitted; however, the Group has not early adopted them in 

preparing these condensed consolidated interim financial statements. 
 

The Group has the following updates to information provided in the last annual financial statements about 

the standards issued but not yet effective that may have a significant impact on the Group’s consolidated 

financial statements. 
 

IFRS 16 replaces existing leases guidance including IAS 17 Leases, IFRIC 4 Determining whether an 

arrangement contains a Lease, SIC-15 Operating Leases—Incentives and SIC-27 Evaluating the 

Substance of Transactions Involving the Legal Form of a Lease. 
 

The standard is effective for annual periods beginning on or after 1 January 2019. Early adoption is 

permitted for entities that apply IFRS 15 at or before the date of initial application of IFRS 16. 
 

IFRS 16 introduces a single, on-balance sheet lease accounting model for lessees. A lessee recognises a 

right-of-use asset representing its right to use the underlying asset and a lease liability representing its  

obligation to make lease payments. There are recognition exemptions for short-term leases and leases of 

low value items. Lessor accounting remains similar to the current standard – i.e. lessors continue to 

classify leases as finance or operating leases. 
 

The Group is assessing the potential impact on its consolidated financial statements resulting from the 

application of IFRS 16. The actual impact of applying IFRS 16 on the consolidated financial statements 

in the period of initial application will depend on future economic conditions, including the Group’s 

borrowing rate at 1 January 2019, the composition of the Group’s lease portfolio at that date, the Group’s 

latest assessment of whether it will exercise any lease renewal options and the extent to which the Group 

chooses to use practical expedients and recognition exemptions. 
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