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SOLAR TURBINES GEORGIA, branch of Solar Turbines Europe SA

STATEMENT OF FINANCIAL POSITION

(Amounts expressed in USD)

Notes 31-Dec-21 31-Dec-20 01-Jan-20
ASSETS
Current assets
Trade and other receivables 4 232,800 121,746 67,422
Tax asset, net 104,812 125,827 116,248
Cash and cash equivalents 5 4,401 5,546 8,249
Total current assets 342,013 253,119 101,919
TOTAL ASSETS 342,013 253,119 191,919
EQUITY
Retained Earnings 249,726 225,142 157,773
TOTAL EQUITY 249,726 225,142 157,773
LIABILITIES
Current liabilities
Other current liabilities 6 79,453 2,144 23,585
Accounts payable 12,834 25,833 10,561
Total current liabilities 92,287 27,977 34,146
TOTAL LIABILITIES 92,287 27,977 34,146
TOTAL EQUITY AND LIABILITIES 342,013 253,119 191,919

Approved for issue and signed on behalf of Management on 22 June 2022 by:

T

Jose Maria Hormigo
Director

The accompanying notes on pages 5 to 11 are an integral part of these financial statements.
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SOLAR TURBINES GEORGIA, branch of Solar Turbines Europe SA

STATEMENT OF PROFIT AND LOSS
(Amounts expressed in USD)

Notes 2021 2020

Revenue:

Service Revenue 7 1,385,280 1,410,980
Expenses:

Staff costs 9 (773,622) (712,399)
Technical support service (376,835) (435,579)
Office expenses 8 (83,482) (93,957)
Business trip expenses (77,562) (9,794)
Professional services (43,641) (43,616)
Forex Gain/Loss, net 2,362 (46,269)
Other Income/expenses (7,916) (1,996)
Profit/(loss) before income tax 24,584 67,369
Income tax expense - -
PROFIT/(LOSS) FOR THE YEAR 24,584 67,369

Approved for issue and signed on behalf of Management on 22 June 2022 by:

T

Jose Maria Hormigo
Director

The accompanying notes on pages 5 to 11 are an integral part of these financial statements.
2
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SOLAR TURBINES GEORGIA, branch of Solar Turbines Europe SA

STATEMENT OF CHANGES IN EQUITY
(Amounts expressed in USD)

Retained earnings Total
At 01 January 2020 157,773 157,773
Total profit/(loss) for the year 67,369 67,369
At 31 December 2020 225,142 225,142
Total profit/(loss) for the year 24,584 24,584
At 31 December 2021 249,726 249,726

Approved for issue and signed on behalf of Management on 22 June 2022 by:

T

Jose Maria Hormigo
Director

The accompanying notes on pages 5 to 11 are an integral part of these financial statements.
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SOLAR TURBINES GEORGIA, branch of Solar Turbines Europe SA

STATEMENT OF CASH FLOWS
(Amounts expressed in USD)

Notes 2021 2020

CASH FLOWS FROM OPERATING ACTIVITIES

Advance received from Head office 782,760 833,014
Payments charged back to Head office (101,571) (152,334)
Cash paid to employees (691,512) (650,804)
Cash paid to suppliers (7,835) (27,294)
Net cash (used in) / provided by operating activities (18,158) 2,581
CASH FLOWS FROM INVESTING ACTIVITIES

Net cash used in investing activities - -
CASH FLOWS FROM FINANCING ACTIVITIES

Net cash used in financing activities - -
Net (decrease)/ increase in cash and cash equivalents (18,158) 2,581
Effect of exchange rate changes on cash and cash equivalents 17,013 (5,285)
Cash and cash equivalents at the beginning of the year 5,546 8,249
Cash and cash equivalents at the end of the year 4,401 5,546

Approved for issue and signed on behalf of Management on 22 June 2022 by:

T

Jose Maria Hormigo
Director

The accompanying notes on pages 5 to 11 are an integral part of these financial statements.

4
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SOLAR TURBINES GEORGIA, branch of Solar Turbines Europe SA

STATEMENT OF CASH FLOWS
(Amounts expressed in USD)

1. THE COMPANY AND ITS OPERATIONS

Solar Turbines Georgia, branch of Solar Turbines Europe SA (‘the Company') was incorporated on
28 June 2006 and is domiciled in Georgia. The Company is a Branch of Foreign Enterprise and
was set up in accordance with Georgian regulations. Registered name of the company is “"Branch
of Solar Turbines Europe S.A. Solar Turbines - Georgia", commercial name "Solar Turbines
Georgia".

The Company is a Branch of "Solar Turbines Europe SA" (Belgium), an independent structural
subdivision of "Solar Turbines Europe S.A." which carries out operations in Georgia. The ultimate
controlling party is Caterpillar Inc. (Delaware). STESA is a limited risks distributor with its head
office/headquarter in Belgium

The main activity of the Company is the management of the BTC project, the BTC project being
the consortium building the Pipeline from Baku to the Black Sea. The Company acts as a
contractor of BTC, within the meaning provided under the Host Government Agreement between
the State of Georgia and BTC Participants. The Agreement includes provision of following: Field
service support, installation assistance, commissioning assistance, maintenance Services.

The Company'’s registered address and place of business is at 44 Leselidze st, Thilisi, 0108,
Georgia.

In March 2020, the World Health Organization confirmed the novel coronavirus ("COVID-19") as a
global pandemic. There is uncertainty over the magnitude of the global slowdown that will result
from this pandemic and its impact on Georgian economy. The Government of Georgia has
introduced number of measures aimed at containment of the spread of COVID-19, which have
significant social and economic impact. The Company is monitoring continuing impact of COVID-
19 outbreak on its business, customers and employees and follows the official guidance
introduced by the Government of Georgia to safeguard its people and to maintain business
continuity.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation. These financial statements of the Company have been prepared in
accordance with the ‘International Financial Reporting Standard for Small and Medium-Sized
Entities’ (IFRS for SMEs). They have been prepared under the historical cost convention.

The preparation of financial statements in conformity with the IFRS for SMEs requires the use of
certain critical accounting estimates. It also requires management to exercise its judgement in
the process of applying the Company’s accounting policies. Areas involving a higher degree of
judgement or complexity, or areas where assumptions and estimations are significant to the
financial statements are disclosed in Note 3.

Presentation currency. These financial statements are presented in United States dollar
("USD"), unless otherwise indicated.

Accounting System. Accounting records of the Company is consolidated with those of "Solar
Turbines Europe SA" (Belgium). Financial statements of the Company are prepared based on the
separate branch accounting for the Company.

Foreign currency translation. Items included in the financial statements of the Company are
measured using the currency of the primary economic environment in which the entity operates
('the functional currency'). The Company’s functional currency is United States dollar ("USD").
Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign currencies are recognised in the statement of profit
and loss.

Company accounting software is a “multi-currency” system and the monthly Caterpillar pegged
rate is used for conversion of currencies. Each month, Caterpillar calculate an average rate
applicable to all Caterpillar/Solar entities in the world. On a transactional basis, the transactional

5
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SOLAR TURBINES GEORGIA, branch of Solar Turbines Europe SA

STATEMENT OF CASH FLOWS
(Amounts expressed in USD)

currency of an entry is converted to USD, EUR and local currency (GEL). On a monthly basis,
balance sheets accounts are re-measured (using CAT pegged rate of the following month) and
revaluation gain/loss are calculated by the system. The system also calculates the realized
exchange differences.

Cash and cash equivalents. Cash and cash equivalents include cash on hand, demand deposits
and other short-term highly liquid investments with original maturities of three months or less.

Trade and other receivables. Trade and other receivables are recognised initially at the
transaction price. They are subsequently measured at amortised cost using the effective interest
method, less provision for impairment. A provision for impairment of trade and other receivables
is established when there is objective evidence that the Company will not be able to collect all
amounts due according to the original terms of the receivables.

Impairment of non-financial assets. Assets that are subject to depreciation or amortisation
are assessed at each reporting date to determine whether there is any indication that the assets
are impaired. Where there is any indication that an asset may be impaired, the carrying value of
the asset (or cash-generating unit to which the asset has been allocated) is tested for
impairment. An impairment loss is recognised for the amount by which the asset's carrying
amount exceeds its recoverable amount. The recoverable amount is the higher of an asset's (or
CGU's) fair value less costs to sell and value in use. For the purposes of assessing impairment,
assets are grouped at the lowest levels for which there are separately identifiable cash flows
(CGUs). Non-financial assets other than goodwill that suffered impairment are reviewed for
possible reversal of the impairment at each reporting date.

Trade and other payables. Trade and other payables are recognised initially at the transaction
price and subsequently measured at amortised cost using the effective interest method.

Revenue recognition. Revenue is measured at the fair value of the consideration received or
receivable, and represents amounts receivable for goods supplied, stated net of discounts,
returns and value added taxes. The Company recognises revenue when the amount of revenue
can be reliably measured; when it is probable that future economic benefits will flow to the entity;
and when specific criteria have been met for each of the Company’s activities, as described
below. When the fair value of goods received in a barter transaction cannot be measured reliably,
the revenue is measured at the fair value of the goods or service given up.

Taxation. Income taxes have been provided for in accordance with Georgian legislation enacted
or substantively enacted by the reporting date. In May 2016, the parliament of Georgia approved
a change in the current corporate taxation model, with changes applicable on 1 January 2017 for
all entities apart from certain financial institutions. The changed model implies zero corporate tax
rate on retained earnings and a 15% corporate tax rate on distributed earnings, compared to
the previous model of 15% tax rate charged to the company's profit before tax, regardless of
the retention or distribution status.

The new profit tax rules are effective as of 1 January 2017, which applies to the company and
the tax base comprise both actual and deemed profit distributions, including the following:

. Distributed profits;

. Expenses incurred or other payments not related to economic activities;

. Gratuitous supplies of goods/services and/or transfers of funds; and

. Representation expenses that exceed the maximum amount defined in the tax code.

Income tax on distributed profits is recognised as an expense at the moment dividends are
declared and recorded under “income tax” in the statement of profit or loss. Current tax assets
and tax liabilities for current and previous periods are measured at the amount expected to be
obtained from or paid to tax authorities.

Tax imposed on the areas other than distributed profits as described above is recorded under “tax
expenses” in the statement of profit and loss.

Due to the changed concept of taxation the term taxable base of assets and liabilities loses its

economic meaning and deferred tax liabilities and assets as defined in IFRS for SMEs, are not

applicable under new corporate taxation model. The Company is viewed as the contractor for the
6
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SOLAR TURBINES GEORGIA, branch of Solar Turbines Europe SA

STATEMENT OF CASH FLOWS
(Amounts expressed in USD)

Host Government Agreement in respect of Baku-Tbilisi-Ceyhan ("BTC HGA") taxation purposes. In
accordance with the BTC HGA, the Company on provision of services in relation to the BTC Project
is the tax exempt (except for personal income tax) in Georgia.

Amendments of the financial statements after issue. The Company’s shareholder and
management have the power to amend the financial statements after issue.

3. CRITICAL ACCOUNTING ESTIMATES, AND JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES

The Company makes estimates and assumptions that affect the amounts recognised in the
financial statements and the carrying amounts of assets and liabilities within the next financial
year. Estimates and judgements are continually evaluated and are based on management’s
experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances. Management also makes certain judgements, apart from
those involving estimations, in the process of applying the accounting policies. Judgements that
have the most significant effect on the amounts recognised in the financial statements and
estimates that can cause a significant adjustment to the carrying amount of assets and liabilities
within the next financial year include:

4. TRADE AND OTHER RECEIVABLES

31-Dec-21 31-Dec-20 01-Jan-20
Receivables from related parties 232,800 121,746 67,422
Total trade and other receivables 232,800 121,746 67,422
5. CASH AND CASH EQUIVALENTS
31-Dec-21 31-Dec-20 01-Jan-20
Current accounts at bank 4,401 5,546 6,501
Cash in transit 1,748
Total cash and cash equivalents 4,401 5,546 8,249
6. OTHER CURRENT LIABILITIES
31-Dec-21 31-Dec-20 01-Jan-20
Payables to employees 45,480 279 23,585
Payables to related parties 33,973 1,865 -
Total other current liabilities 79,453 2,144 23,585
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SOLAR TURBINES GEORGIA, branch of Solar Turbines Europe SA

STATEMENT OF CASH FLOWS
(Amounts expressed in USD)

7. SERVICE REVENUE

2021 2020
Revenue from field service support 1,385,280 1,410,980
Total service revenue 1,385,280 1,410,980

According to the Georgia Host Government Agreement in respect of the BTC project, Solar
Turbines Georgia is engaged in provision of field support services to BTC participants in the
territory of Georgia. Invoices for the abovementioned services are issued by the Head Office
(Solar Turbines Europe S.A.). Revenue attributable to the Branch is calculated in the following
way: Expenses attributable to the branch is marked up by the percentage envisaged in Transfer
Pricing documentation.

8. OFFICE EXPENSES

2021 2020

Office security 65,892 76,874
Satellite phones services 12,480 12,480
Office rent 3,600 4,500
Other office expenses 1,510 103
Total office expenses 83,482 93,957

9. STAFF COSTS

2021 2020

Salary expenses 703,686 668,229
Employee Insurance 25,128 31,740
Support contributions 13,596 11,934
Other stuff related expenses - 496
Bonuses to employees 31,212 -
Total staff costs 773,622 712,399

10. CONTINGENCIES AND COMMITMENTS

Tax legislation. The taxation system in Georgia is relatively new and is characterised 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 four 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 if

the authorities were successful in enforcing their own interpretations, the effect on these financial
statements could be significant.
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SOLAR TURBINES GEORGIA, branch of Solar Turbines Europe SA

STATEMENT OF CASH FLOWS
(Amounts expressed in USD)

11. BALANCES AND TRANSACTIONS WITH RELATED PARTIES

The outstanding balances with related parties were as follows:

31-Dec-20 31-Dec-20 01-Jan-20

Trade and other receivables from related parties

- Head office 232,800 121,746 67,422
Trade and other payables from related parties

- Entities under common control 33,973 1,865 -

The receivables are unsecured in nature and bear no interest. There are no provisions held
against receivables from related parties.

The income and expense items with related parties were as follows:

2021 2020
Service revenue
- Head office 1,385,280 1,410,980
Technician support services
- Head office 376,835 435,579

Professional service
- Head office - -

12. EVENTS AFTER THE REPORTING PERIOD

There were no events after the reporting period, that may require adjustment of or disclosure in
the Company’s financial statements for the year ended 31 December 2021.

Caterpillar: Confidential Green
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