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INDEPENDENT AUDITORS’ REPORT

To the management of “JSC INSTITUT IGH, joint-stock company for research and development in civil engineering

“"

Modified opinion

We have audited the financial statements of “JSC INSTITUT IGH, joint-stock company for research and
development in civil engineering” (the Company) which comprise the statement of financial position as at 31,
December 2022, and the statement of profit and loss, statement of changes in equity and statement of cash flows
for the year then ended, and notes to the financial statements, including a summary of significant accounting
policies.

In our opinion, except for and Due to the influence of the issues described in the basis of modified opinion section,
the accompanying financial statements present fairly, in all material respects, the financial position of the Company
as at 31 December, 2022 and its financial performance and its cash flows for the year then ended in accordance
with International Financial Reporting Standards (IFRSs).

Basis of modified opinion

We could not assure the correctness of classification of the loans received from the related party. Moreover, we
could not receive the supporting documents proving the correctness of the amounts received. Balance of the loan
received is GEL 724K as at December 31, 2021 and GEL 524K in as at December 31. As a result, we were unable to
determine whether any adjustments were necessary to be posted.

We were unable to confirm the balances of the trade receivables, as we could not receive confirmation letters or
any other supporting evidences from the debtors of the company. The balances of trade receivables is GEL 141K as
at December 31, 2021 and GEL 12K as at December 31,2022. We could not determine the existence of relevant
debtors, and if they exist, whether the amounts were correct and whether there was a need to adjust recorded or
unrecorded trade receivables.

We were unable to confirm the balances of the trade payables, as we could not receive confirmation letters or any
other supporting evidences from the debtors of the company. The balances of trade receivables is GEL 315K as at
December 31, 2021 and GEL 354K as at December 31,2022. We could not determine the existence of relevant
creditors, and if they exist, whether the amounts were correct and whether there was a need to adjust recorded
or unrecorded trade payables.

We are unable to ensure in the correctness of the fair value of loans issued. Moreover, we could not receive the
confirmation letter related to the loans issued. The balance of loans issued as of December 31, 2021 totals 62K GEL,
and GEL 54K as of December 31, 2022. As a result, we were unable to determine whether any adjustments were
necessary to be posted.

We have not obtained sufficient evidence to assure whether the comparative figures income was recognized in the
correct periods. As a result, we were unable to determine whether any additional adjustments were necessary to
be posted.
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We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under
those standards are further described in the Auditor’s 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 Georgia, 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 modified opinion.

Management’s responsibility 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 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 skepticism
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.

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
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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
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.

The engagement partner on the audit resulting in this independent auditor’s report is Ana Osigmishuvili

Ana Osigmishvili

On behalf of Kudos Georgia LLC
Thilisi, Georgia

5 April, 2023
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INDEPENDENT AUDITORS’ REPORT

To the management of “JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
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Modified opinion

We have audited the financial statements of “JSC INSTITUT IGH, joint-stock company for research and
development in civil engineering” (the Company) which comprise the statement of financial position as at 31,
December 2022, and the statement of profit and loss, statement of changes in equity and statement of cash flows
for the year then ended, and notes to the financial statements, including a summary of significant accounting
policies.

In our opinion, except for and Due to the influence of the issues described in the basis of modified opinion section,
the accompanying financial statements present fairly, in all material respects, the financial position of the Company
as at 31 December, 2022 and its financial performance and its cash flows for the year then ended in accordance
with International Financial Reporting Standards (IFRSs).

Basis of modified opinion

We could not assure the correctness of classification of the loans received from the related party. Moreover, we
could not receive the supporting documents proving the correctness of the amounts received. Balance of the loan
received is GEL 724K as at December 31, 2021 and GEL 524K in as at December 31. As a result, we were unable to
determine whether any adjustments were necessary to be posted.

We were unable to confirm the balances of the trade receivables, as we could not receive confirmation letters or
any other supporting evidences from the debtors of the company. The balances of trade receivables is GEL 141K as
at December 31, 2021 and GEL 12K as at December 31,2022. We could not determine the existence of relevant
debtors, and if they exist, whether the amounts were correct and whether there was a need to adjust recorded or
unrecorded trade receivables.

We were unable to confirm the balances of the trade payables, as we could not receive confirmation letters or any
other supporting evidences from the debtors of the company. The balances of trade receivables is GEL 315K as at
December 31, 2021 and GEL 354K as at December 31,2022. We could not determine the existence of relevant
creditors, and if they exist, whether the amounts were correct and whether there was a need to adjust recorded
or unrecorded trade payables.

We are unable to ensure in the correctness of the fair value of loans issued. Moreover, we could not receive the
confirmation letter related to the loans issued. The balance of loans issued as of December 31, 2021 totals 62K GEL,
and GEL 54K as of December 31, 2022. As a result, we were unable to determine whether any adjustments were
necessary to be posted.

We have not obtained sufficient evidence to assure whether the comparative figures income was recognized in the
correct periods. As a result, we were unable to determine whether any additional adjustments were necessary to
be posted.
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We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under
those standards are further described in the Auditor’s 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 Georgia, 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 modified opinion.

Management’s responsibility 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 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 skepticism
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.

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
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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
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.

The engagement partner on the audit resulting in this independent auditor’s report is Ana Osigmishuvili

Ana Osigmishvili 5?
S

On behalf of Kudos Georgia LLC e
Thilisi, Georgia

5 April, 2023




JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Statement of financial position (In ‘000 GEL)
As at December 31, 2022

Notes 31-Dec-22 31-Dec-21
Assets
Non-current assets
Property plant and equipment 5 45 57
Intangible assets 2 3
Total non-current assets 47 60
Current assets
Inventories 12 26
Contractual asset 6 284 -
Prepayments 7 159 -
Trade and other receivables 8 472 572
Cash and cash equivalents 9 67 542
Loans issued 10 54 62
Total current assets 1,047 1,202
Total Assets 1,094 1,262
Equity
Retained Earnings (288) (429)
Total Equity (288) (429)
Liabilities
Current Liabilities
Trade and other payables 11 568 722
Current income tax payable 4 4
Tax payables 287 241
Borrowings 12 524 724
Total current liabilities 1,382 1,692
Total liabilities 1,382 1,692
Total equity and liabilities 1,094 1,262

The financial statements are approved and signed on behalf of management on April 5, 2023.

Director: Robert Petrosian

The notes to the financial statements on pages 10-31 are an integral part of these financial statements. See Independent
Auditor's Report on pages 3-5.



JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Statement of financial position (In ‘000 GEL)
As at December 31, 2022

Notes 31-Dec-22 31-Dec-21
Assets
Non-current assets
Property plant and equipment 5 45 57
Intangible assets 2 3
Total non-current assets 47 60
Current assets
Inventories 12 26
Contractual asset 6 284 -
Prepayments 7 159 =
Trade and other receivables 8 472 572
Cash and cash equivalents 9 67 542
Loans issued 10 54 62
Total current assets 1,047 1,202
Total Assets 1,094 1,262
Equity
Retained Earnings (288) (429)
Total Equity (288) (429)
Liabilities
Current Liabilities
Trade and other payables 11 568 722
Current income tax payable 4 4
Tax payables 287 241
Borrowings 12 524 724
Total current liabilities 1,382 1,692
Total liabilities 1,382 1,692
Total equity and liabilities 1,094 1,262

The financial statements are approved and signed on behalf of management on April 5, 2023,

Director: Robert Petrosian /]

The notes to the financial statements on pages 10-31 are an integral part of these financial statements. See Independent
Auditor's Report on pages 3-5.



JSC INSTITUT IGH, joint-stock company for research and development in civil engineering

Statement of profit and loss (In ‘000 GEL)

As at December 31, 2022

Notes 2022 2021
Revenue 13 1,814 1,093
Finance Income 4 6
Cost of sale 14 (1,230) (132)
Gross profit 588 967
General and administrative expenses 15 (772) (968)
Bad and doubtful receivables reserve - (1,761)
Profit from operations (184) (1,762)
Other non-operating income 16 348 110
Other non-operating expenses (135) (59)
Net fx gain/loss 120 (31)
Finance expenses 8) 3)
Profit before tax 142 (1,745)
Income tax expense - -
Net profit for the period 141 (1,745)

The financial statements are approved and signed on behalf of management on April 5, 2023.

Director: Robert Petrosian

The notes to the financial statements on pages 10-31 are an integral part of these financial statements. See Independent

Auditor's Report on pages 3-5.



JSC INSTITUT IGH, joint-stock company for research and development in civil engineering

Statement of profit and loss (In ‘000 GEL)

As at December 31, 2022

Notes 2022 2021
Revenue 13 1,814 1,093
Finance Income 4 6
Cost of sale 14 (1,230) (132)
Gross profit 588 967
General and administrative expenses 15 (772) (968)
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Profit from operations (184) (1,762)
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JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Statement of changes in equity (In ‘000 GEL)
As at December 31, 2022

Retained Earnings Total Equity
Balance at 31 December 2020 1,316 1,316
Profit for the year (1,745) (1,745)
Dividends paid - -
Balance at 31 December 2021 (429) (429)
Profit for the year 141 141
Dividends paid - -
Balance at 31 December 2022 (288) (288)

The financial statements are approved and signed on behalf of management on April 5, 2023.

Director: Robert Petrosian

The notes to the financial statements on pages 10-31 are an integral part of these financial statements. See Independent

Auditor's Report on pages 3-5.



The notes to the financial statements on pages 10-31 are an integral part of these financial statements. See Independent
Auditor's Report on pages 3-5.

JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Statement of changes in equity (In ‘000 GEL)

As at December 31, 2022

Retained Earnings Total Equity
Balance at 31 December 2020 1,316 1,316
Profit for the year (1,745) (1,745)
Dividends paid - -
Balance at 31 December 2021 (429) (429)
Profit for the year 141 141
Dividends paid = -
Balance at 31 December 2022 (288) (288)

The financial statements are approved and signed on behalf of management on April 5, 2023.

Director: Robert Petrosian




JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Statement of cash flow (In ‘000 GEL)
As at December 31, 2022

Indirect method

2022 2021
Cash flows from operating activities
Profit before income tax 142 (1,745)
Depreciation of property, plant and equipment 37 58
Loss/(gain) from foreign currency revaluation, net 120 (31)
Operating cash flows before working capital changes
(Increase)/decrease in trade and other receivables 122 2,188
(Increase)/decrease in contractual asset (284)
(Increase)/decrease in prepayments (159) 73
(Increase)/decrease in inventories 14 0
Increase/(decrease) in trade and other payables (150) (1,134)
Increase/(decrease) in contractual liabilities - (299)
Increase/(decrease) in tax obligations 45 111
Increase/(decrease) in loans issued 18 154
Cash generated from operations (93) (626)
Income tax paid - -
Net cash inflow/(outflow) from operating activities (93) (626)
Cash flows from investing activities
Purchase of property, plant and equipment (PPE) (25) 100
Purchase of IA 1 1
Net cash (used in)/provided by investing activities (24) 102
Cash flows from financing activities
Borrowing received 562 795
Borrowing paid (918) (71)
Net cash (used in)/provided by financing activities (356) 724
Effect of exchange rate changes on cash and cash equivalents (2) 31
Net increase/(decrease) in cash and cash equivalents (476) 231
Cash and cash equivalents at the beginning of the year 543 311
Cash and cash equivalents at the end of the year 67 543

The financial statements are approved and signed on behalf of management on April 5, 2023.

Director: Robert Petrosian

The notes to the financial statements on pages 10-31 are an integral part of these financial statements. See Independent
Auditor's Report on pages 3-5.



The notes to the financial statements on pages 10-31 are an integral part of these financial statements. See Independent
Auditor's Report on pages 3-5.

JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Statement of cash flow (In ‘000 GEL)
As at December 31, 2022

Indirect method
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(Increase)/decrease in trade and other receivables 122 2,188
(Increase)/decrease in contractual asset (284)
(Increase)/decrease in prepayments (159) 73
(Increase)/decrease in inventories 14 0
Increase/(decrease) in trade and other payables (150) (1,134)
Increase/(decrease) in contractual liabilities = (299)
Increase/(decrease) in tax obligations 45 111
Increase/(decrease) in loans issued 18 154
Cash generated from operations (93) (626)
Income tax paid = =
Net cash inflow/(outflow) from operating activities (93) (626)
Cash flows from investing activities
Purchase of property, plant and equipment (PPE) (25) 100
Purchase of IA 1 1
Net cash (used in)/provided by investing activities (24) 102
Borrowing received 562 795
Borrowing paid (918) (71)
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Cash and cash equivalents at the beginning of the year 543 311
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The financial statements are approved and signed on behalf of management on April 5, 2023.

Director: Robert Petrosian



JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Notes to the financial statements (In ‘000 GEL)
As at December 31, 2022

1. INTRODUCTION

Company and it's activities

JSC Institut IGH, Joint-stock company for research and development in civil engineering — Branch in Georgia. The
company established in 26 September of 2016. It was registered as Branch of Foreign Enterprise. The registered office of
the company is located at Georgia, Tbilisi, Chugureti district, Uznadze St, N57.

The main activity of the company is design, consulting and research in the sphere of research and development activities
in civil engineering.

Institut IGH Georgia develops designs for construction-reconstruction work for the international and secondary roads of
Georgia.

e  Road Infrastructure all over the Georgia more than 700 million GEL construction cost is being supervised
under the order to the Roads Development of Georgia.

e  Design development of so-called mountain roads.

e  Design development of rehabilitation roads with the total length of 170 km, and 28 bridges and design of
construction of 26 news bridges is completed.

Besides Georgia, Institut IGH has branches in Bosnia & Herzegovina, Montenegro, Serbia, Bulgaria, Albania and Kosovo.
The company also operated in Kazakhstan, Russia and Ukraine.

Foreign currency translation

The functional currency of the Company is Georgian Lari (“GEL”). These financial statements are presented in GEL,
which is the Company’s presentation currency

Transactions and balances

Monetary assets and liabilities are translated into the Company’s functional currency at the official exchange rate of the
National Bank of Georgia (“NBG”) at the respective end of the reporting period.

Foreign exchange gains and losses resulting from the settlement of the transactions and from the translation of monetary
assets and liabilities into the Company’s functional currency at period-end official exchange rates of the NBG are
recognized in statement of profit or loss and other comprehensive income. Foreign exchange gains and losses are
presented on the face of the statement of profit or loss and other comprehensive income as ‘Foreign exchange (loss)/gain,
net’.

31-Dec-2022 31-Dec-2021
1 USD/GEL 2.7020 3.0976
1 EUR/GEL 2.8844 3.5040
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JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Notes to the financial statements (In ‘000 GEL)
As at December 31, 2022

2. BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation
Statement of compliance

This financial information has been prepared on going concern basis and in accordance with the International Financial
Reporting Standards (“IFRS”) as at 31 December 2022, with standards and interpretations issued by the International
Accounting Standards Board ("TASB"), in force at 31 December, 2022.

The financial statements comprise the statement of financial position, statement of profit and loss, statement of changes
in equity, statemen of cash flows and notes to the financial statements. As the standards and interpretations expected to
be effective as at December 31, 2021 are subject to introduction or possible changes by the IASB or the International
Financial Reporting Interpretations Committee (“IFRIC”), management does not rule out a possibility that the financial
statements may require adjustment due to such changes before constituting the final financial statements.

The financial statements have been prepared on a historical cost basis.

Basis of measurement

The measurement basis used is a historical cost basis, except where otherwise stated in the accounting policies below.

Going concern

The management has prepared these financial statements on a going concern basis. In making this judgement the
management considered the company’s financial position, current intentions, profitability of operations and access to
financial resources as required for the following minimum 12 months after reporting period. The management is not
aware of any material uncertainties that may cast significant doubt upon the company’s ability to continue as a going
concern.

Despite restrictions imposed by the Covid-19 virus pandemic on the company, the management did not suspend its
activities, the management reviewed the negative impact of the global pandemic on the economy, so management decided
that the company should prepare financial statements based on the operating principle.

Financial instruments
Non-derivative financial instruments

Non-derivative financial instruments comprise investments in shares and bonds, trade and other receivables, cash and cash
equivalents, loans and borrowings, commercial papers and trade and other payables.

Non-derivative financial instruments are initially recognised at fair value, increased by transaction costs, in the case of
financial instruments not measured at fair value through profit or loss. Non-derivative financial instruments are
subsequently measured in the way described below.

A financial instrument is recognised if the Company becomes a party to the contractual provisions of an instrument.
Financial assets are derecognised if the Company’s contractual rights to the cash flows from the financial assets expire or if
the Company transfers the financial asset to another party without retaining control or substantially all risks and rewards
of the asset. Regular purchases and sales of investments are recognised on trade date, i.e. the date on which the Company
commits to purchase or sell the asset. Financial liabilities are derecognised if the Group’s obligations specified in the
contract expire or are discharged or cancelled.
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JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Notes to the financial statements (In ‘000 GEL)
As at December 31, 2022

Available-for-sale financial assets

AFS financial assets are non-derivatives that are either designated as AFS or are not classified as (a) loans and receivables,
(b) held-to-maturity investments or (c) financial assets at fair value through profit or loss.

Unlisted shares and listed redeemable notes held by the Company that are traded in an active market are classified as
being AFS and are stated at fair value. Fair value is determined in the manner described in Note 6. Gains and losses arising
from changes in fair value are recognised directly in equity in the investments revaluation reserve with the exception of
impairment loss, interest calculated using the effective interest method and foreign exchange gains and losses on
monetary assets, which are recognised directly in profit or loss. Where the investment is disposed of or is determined to
be impaired, the cumulative gains or losses previously recognized in the investments revaluation reserve are included in
the statement of comprehensive income for the period.

Dividends on AFS equity instruments are recognized in profit or loss when the right to receive dividends is established.

The fair value of AFS financial assets denominated in foreign currencies is determined in the relevant foreign currency
and translated at the spot rate prevailing at the reporting date. Changes in fair value related to foreign exchange
differences arising from the change in amortised cost of the asset are recognized in profit or loss, while other changes are
recognized in equity.

Loans given and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. Loans, trade receivables and other receivables with fixed or determinable payments are measured at
amortised cost using the effective interest method, less any accumulated impairment losses.

Interest income is recognized by applying the effective interest rate, except for current receivables when the recognition
of interest would be immaterial.

Impairment of financial assets

Financial assets, other than those measured at fair value through profit or loss, are assessed for indicators of impairment
at the end of each reporting period. Financial assets are considered to be impaired when there is objective evidence that,
as a result of one or more events that occurred after the initial recognition of the financial asset, the estimated future cash
flows of the investment have been affected.

For securities classified as available for sale, a significant or prolonged decline in the fair value of the security below its
cost is considered to be objective evidence of impairment.

For all other financial assets, objective evidence of impairment could include:

e  significant financial difficulty of the issuer or counterparty; or
e Dbreach of contract, such as a default or delinquency in interest or principal payments; or
e it is becoming probable that the borrower will enter bankruptcy or financial restructuring; or

e the disappearance of an active market for that financial asset due to financial difficulties.

For certain categories of financial assets, such as trade receivables, i.e. assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on a collective basis. Objective evidence of impairment for a
portfolio of receivables could include the Company's past experience of collecting payments, an increase in the number
of delayed payments in the portfolio past the average credit period of 360 days, as well as observable changes in national
or local economic conditions that correlate with the default on receivables.

For financial assets carried at amortised cost, the amount of the impairment is the difference between the asset’s carrying

amount and the present value of estimated future cash flows, discounted at the original effective interest rate.

For financial assets carried at cost, the amount of the impairment is the difference between the asset’s carrying amount
and the present value of estimated future cash flows, discounted at the current market rate of return for a similar financial

asset. Such impairment loss will not be reversed in subsequent periods.
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JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Notes to the financial statements (In ‘000 GEL)
As at December 31, 2022

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets with the
exception of trade receivables where the carrying amount is reduced through the use of an allowance account. When a
trade receivable is considered uncollectible, it is written off against the allowance account. Subsequent recoveries of
amounts previously written off are credited against the allowance account. Changes in the carrying amount of the

allowance account are recognized in profit or loss.

When an AFS financial asset is considered to be impaired, cumulative gains or losses previously recognized in other

comprehensive income are reclassified to profit or loss for the period.

For financial assets measured at amortised cost, if, in a subsequent period, the amount of the impairment loss decreases
and the decrease can be related objectively to an event occurring after the impairment was recognized, the previously
recognized impairment loss is reversed through profit or loss to the extent that the carrying amount of the investment at
the date the impairment is reversed does not exceed what the amortised cost would have been had the impairment not
been recognized.

In respect of AFS equity securities, impairment losses previously recognized in profit or loss are not reversed through
profit or loss. Any increase in fair value subsequent to an impairment loss is recognized under investments revaluation
reserve. In respect of AFS debt securities, impairment losses are subsequently reversed through profit or loss if an increase
in the fair value of the investment can be objectively related to an event occurring after the recognition of the impairment

loss.

Derecognition of financial assets

The Company derecognises a financial asset only when the contractual rights to the cash flows from the asset expire; or
it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another entity. If the
Company neither transfers nor retains substantially all the risks and rewards of ownership and continues to control the
transferred asset, the Company recognises its retained interest in the asset and an associated liability for amounts it may
have to pay. If the Company retains substantially all the risks and rewards of ownership of a transferred financial asset,
the Company continues to recognise the financial asset and also recognises a collateralised borrowing for the proceeds

received.

Financial liabilities and equity instruments
Classification as debt or equity

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the substance of

the contractual arrangement.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its

liabilities. Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue costs.

Other financial liabilities
Other financial liabilities, including borrowings, are initially measured at fair value, net of transaction costs.

Other financial liabilities are subsequently measured at amortised cost using the effective interest method, with interest

expense recognized on an effective yield basis.

The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash

payments through the expected life of the financial liability, or, where appropriate, a shorter period.
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Financial guarantee contracts

A financial guarantee contract is a contract under which the issuer is obliged to pay the holder a certain sum as
compensation for losses suffered by the owner because the borrower has not fulfilled its obligation to pay under the terms

of a debt instrument.
Financial guarantee contracts issued by the Company are initially measured at fair value and subsequently, if they are not
designated to be measured at fair value through profit or loss, by the higher of:

e the amount of the obligation under the contract, which is determined in accordance with IAS 37 “Provisions,

Contingent Liabilities and Contingent Assets”,

e the original amount less the accumulated amortisation, if any, are recognized in accordance with revenue

recognition policies.

Derecognition of financial liabilities

The Company derecognises financial liabilities when, and only when, the Company’s obligations are discharged,

cancelled or they expire.

Investments in subsidiaries

Subsidiaries are entities in which the Company has the power, directly or indirectly, to exercise control over the
operations. Control is achieved where the Company has the power to govern the financial and operating policies of an
entity so as to obtain benefits from its activities.

Investments in activities are accounted for initially at cost and subsequently at cost less impairment. Impairment testing

for investments in subsidiaries is conducted on an annual basis.

Investments in associates

Associates are companies in which the Company has a significant influence, but not the control. Significant influence
comprises the power of participating in making decisions on financial and operating policies of an associate, but does not
represent control or joint control of these policies. Investments in associates are accounted for initially at cost and

subsequently at cost less impairment. Impairment testing for investments in subsidiaries is conducted on an annual basis.

Revenue

Revenue comprises the fair value of the consideration received or receivable for the sale of products, goods and services
in the ordinary course of the Company’s activities. Revenue is shown, net of value-added tax, volume rebates and sales

discounts.

The Company recognises revenue when the amount of revenue can be reliably measured, it is probable that future
economic benefits will flow to the entity and specific criteria have been met for each of the Company’s activities as
described below.

) Sales of services

Revenues from services relate to revenues from design, study, supervision, consulting services, laboratory services,
investigative works and scientific research work. Sales of services are recognized in the accounting period in which the
services are rendered, by reference to completion of the specific transaction assessed on the basis of the actual service

provided as a proportion of the total services to be provided.

The Company defines projects contracted in designing activities as the area of application of IAS 11.
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The Company recognises revenues and expenses on design contracts on the basis of the estimated stage of completion of

contracted work at the balance sheet date.

Variations in contracted work, claims and incentive payments are included in contract revenue to the extent that may

have been agreed with the customer.

When the outcome of a contract cannot be estimated reliably, contract revenue is recognized only to the extent of
contract costs incurred that are likely to be recoverable. Contract costs are recognized as expenses in the period in which

they are incurred.

When it is probable that total contract costs will exceed total contract revenue, the expected losses are recognized as an

expense immediately.
(i1) Finance income and costs

Finance income and costs comprise interest payable on loans and borrowings using the effective interest method, interest
receivable on funds invested, dividend income and gains and losses from foreign exchange differences and gain and losses
from sale of investment in subsidiaries. Income from the write-off of financial liabilities is also reported within Financial
Income.

Interest income is recognized in the income statement on an accrual basis using the effective interest rate method.
Dividend income is recognized in the income statement at the date when the Company’s right to receive payment is
established.

Finance costs comprise interest on loans, changes in fair value of financial assets at fair value through profit or loss,
impairment losses from financial assets and foreign exchange losses. Borrowing costs are recognized in profit or loss using

the effective interest method.

(iii)  Rental income

Revenues from rental services are recognized when rental services are provided and are related to operating leases.

Revenue from contracts with customers

The new standard introduces the core principle that revenue must be recognized when the goods or services are
transferred to the customers, at the transaction price. Any bundled goods or services that are distinct must be separately
recognized and any discounts or rebates on the contract price must be generally allocated to the separate elements. When
the consideration varies for any reason, minimum amounts must be recognized if they are not at significant risk of
reversal. Costs incurred to secure contracts with customers have to be capitalized and amortized over the period when
the benefits of the contract are consumed. No material effect is expected on the company due to the introduction of a

new standard.

Leases

The Company leases certain plant and equipment. Leases where the Company has substantially all the risks and rewards
of ownership, are classified as finance leases. Finance leases are capitalised at the inception of the lease at the lower of the
fair value of the leased property or the present value of minimum lease payments. Each lease payment is allocated between
the liability and finance costs so as to achieve a constant rate on the balance outstanding. The interest element of finance
costs is charged to profit or loss over the lease period. The property, plant and equipment acquired under finance leases

are depreciated over the shorter of the useful life of the asset and the lease term.

Leases where the significant portion of risks and rewards of ownership are not retained by the Company are classified as
operating leases. Payments made under operating leases are charged to profit or loss on a straight-line basis over the period of

the lease.
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Foreign currencies

Transactions and balances in foreign currencies

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the date
of the transaction. Monetary assets and liabilities denominated in foreign currency at the reporting date are translated
into the functional currency at the foreign exchange rate prevailing at that date. Foreign exchange gains and losses
resulting from the settlement of such transactions and from the translation of monetary assets and liabilities denominated

in foreign currencies are recognized in profit or loss.
Non-monetary assets and items that are measured in terms of historical cost of a foreign currency are not re-translated.

Non-monetary assets and liabilities denominated in foreign currency that are stated at historical cost are translated into
the functional currency at the foreign exchange rate prevailing at the date of the transaction.

Borrowings and borrowing costs

Borrowings are recognized initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated at
amortised cost; any difference between the proceeds (net of transaction costs) and the redemption value is recognized in

the statement of comprehensive income over the period of the borrowings using the effective interest method.

Borrowings are classified as current liabilities, unless the Company has an unconditional right to defer settlement of the

liability for at least 12 months after the reporting date.

Dividend

Dividend distribution to the Company’s shareholders is recognized as a liability in the financial statements in the period

in which the dividends are approved by the Company’s General Assembly of Shareholders

Taxation
Income tax

The income tax charge comprises current and deferred tax. Income tax is recognized in profit or loss except to the extent
that it relates to items recognized directly to equity, in which case it is recognized in other comprehensive income.

Current tax is the expected tax payable on the taxable income for the year, using the tax rates enacted at the reporting

date, and any adjustments to tax payable in respect of previous years.

) Deferred tax assets and liabilities

Deferred tax is recognized using the balance sheet method, providing for temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax
is not recognized for the following temporary differences: the initial recognition of assets or liabilities in a transaction
that is not a business combination and that affects neither accounting nor taxable profit as well as differences relating to
investments in subsidiaries and jointly controlled companies when it is likely that the situation will not change in the
near future. Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences when
they reverse, based on the laws that have been enacted by the reporting date.

A deferred tax asset is recognized to the extent that it is probable that future taxable profits will be available against which
temporary difference can be utilised. Deferred tax assets are reduced to the extent that it is no longer probable that the
related tax benefit will be realised.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and assets,
and they relate to taxes levied by the same tax authority on the same taxable entity, or on different tax entities, but they
intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities will be realised
simultaneously.
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(i1) Tax exposures

In determining the amount of current and deferred tax, the Company takes into account the impact of uncertain tax
positions and whether additional taxes and interest may be due. This assessment relies on estimates and assumptions and
may involve a series of judgements about future events. New information may become available that causes the Company
to change its judgement regarding the adequacy of existing tax liabilities; such changes to tax liabilities will impact tax

expense in the period that such a determination is made.

Value added tax (VAT)

The Tax Authorities require the settlement of VAT on a net basis. VAT related to sales and purchases is recognized and
disclosed in the statement of financial position on a net basis. Where receivables have been impaired, impairment loss is
recorded for the gross amount of the debtor, including VAT.

Property, plant and equipment
) Land and buildings

Following initial recognition at cost, land and buildings are carried at revalued amount, which is the fair value at the date

of the revaluation less any subsequent accumulated depreciation on buildings and any impairment.

Fair value is based on the market value, being the estimated amount for which an asset could be exchanged on the date

of valuation between a willing buyer and a willing seller in an arm’s length transaction.

‘When the carrying amount is increased as a result of revaluation, this increase should be recognized directly in other
comprehensive income under revaluation reserves. The revaluation increase is recognized as income to the extent that it

reverses a revaluation decrease of the same asset previously recognized as an expense.

‘When the carrying amount is decreased as a result of revaluation, this revaluation decrease should be recognized directly
in revaluation reserves to the extent that the decrease does not exceed the amount held in the revaluation reserve for the

same asset, while the remaining amount is charged to expenses for the period.

A valuation is performed with sufficient regularity such that the carrying amount does not differ materially from that
which would be determined using fair value at the reporting date. Certain land and buildings are derecognized upon
disposal or when no future benefits are expected from its use or disposal. Gains or losses arising from derecognition of
lands and buildings (calculated as the difference between the net disposal proceeds and the carrying amount of the item)

are included in profit or loss when they are derecognized.

The relevant portion of the revaluation surplus, realised in the previous valuation, is released to profit or loss from the

surplus of the valued assets upon the disposal of the revalued asset.

Any accumulated depreciation at the date of revaluation is eliminated against the gross carrying amount of the asset, and

the net amount is restated to the revalued amount of the asset.

Based on the revaluation performed by independent valuers, the Company has revalued its properties and created
revaluation reserves that are transferred to retained earnings/accumulated losses in accordance with the adopted

depreciation policy.

Gains and losses on the disposal of land and buildings are recognized within other income or expenses in the income
statement. When revalued assets are sold, the amounts included in revaluation reserves are transferred to retained

earnings.

(i1) Plant and equipment

Plant and equipment are initially included in the statement of financial position at cost less accumulated depreciation and
accumulated impairment, if any. Cost includes expenditure that is directly attributable to the acquisition of the items.
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Following initial recognition at cost, plant and equipment are carried at revalued amount, which is the fair value at the

date of the revaluation less any subsequent accumulated depreciation on buildings and any impairment.

Fair value is based on the market value, being the estimated amount for which an asset could be exchanged on the date

of valuation between a willing buyer and a willing seller in an arm’s length transaction.

‘When the carrying amount is increased as a result of revaluation, this increase should be recognized in equity under
revaluation reserves. The revaluation increase is recognized as income to the extent that it reverses a revaluation decrease

of the same asset previously recognized as an expense.

When the carrying amount is decreased as a result of revaluation, this decrease is recognized as an expense. The
revaluation decrease is recognized directly in the revaluation reserves to the extent that the decrease does not exceed the

amount held in the revaluation reserve for the same asset.

A valuation is performed with sufficient regularity such that the carrying amount does not differ materially from that
which would be determined using fair value at the reporting date. Certain land and buildings are derecognized upon
disposal or when no future benefits are expected from its use or disposal. Gains or losses arising from derecognition of
lands and buildings (calculated as the difference between the net disposal proceeds and the carrying amount of the item)

are included in profit or loss when they are derecognized.

The relevant portion of the revaluation surplus, realised in the previous valuation, is released to profit or loss from the

surplus of the valued assets upon the disposal of the revalued asset and during its use.

Any accumulated depreciation at the date of revaluation is eliminated against the gross carrying amount of the asset, and

the net amount is restated to the revalued amount of the asset.

Based on the revaluation performed by an independent valuer, the Company has revalued its equipment in depreciation
categories ‘Laboratory equipment’ and ‘Measuring and controlling instruments’, and created revaluation reserves that are

transferred to retained earnings/accumulated losses in accordance with the adopted depreciation policy.

Gains and losses on the disposal of equipment are recognized within other income or expenses in the income statement.

‘When revalued assets are sold, the amounts included in revaluation reserves are transferred to retained earnings.
(ii1) Subsequent costs

Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset, as appropriate, only when
it is probable that future economic benefits associated with the item will flow to the Company and the cost of the item
can be measured reliably. The carrying amount of the replaced part is derecognized. All other maintenance costs are

charged to profit or loss during the financial period in which they are incurred.
(iv) Depreciation

Land and assets under construction are not depreciated. Depreciation of other items of property, plant and equipment is

calculated using the straight-line method to allocate their cost over their estimated useful lives or to their residual values

as follows:

Buildings 20 years
Plant and equipment 1 to 8 years
Other 10 years

The residual value of an asset is the estimated amount that the Company would currently obtain from the disposal of the
asset less the estimated costs of disposal, if the asset were already of the age and in the condition expected at the end of

its useful life. The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting date.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater

than its estimated recoverable amount.

Gains and losses on disposals are determined as the difference between the income from the disposal and the carrying

amount of the asset disposed, and are recognized in profit or loss within other income/expenses.
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Intangible assets

Patents, licenses and software

() Ownership of intangible assets

Patents, licenses and software are capitalised on the basis of the costs incurred to acquire and bring to use the specific asset.
(i1) Subsequent costs

Subsequent costs are capitalised only if they increase future economic benefits arising from the asset. All other costs are treated
as costs in the income statement as incurred.

(iif) Amortisation

Intangible assets under construction are not amortised. Amortisation of other intangible assets is calculated using the

straight-line method to allocate their cost over their estimated useful lives or to their residual values as follows:

Right to use property of third parties 1 to 2 years

Investment property

Investment property is recognized as an asset when it is likely that future economic benefits will arise from the investment
and when the cost of investment can be reliably measured. Investment property includes property held either to earn
rental income or for capital appreciation or both.

Investment property is initially recognized at cost including transaction costs incurred. Subsequently, investment
property is measured at fair value reflecting market conditions at the balance sheet date. Profit or loss from changes in

fair value of investment property is recognized in the income statement of the period in which they are incurred.

Impairment of property, plant and equipment and intangible assets

At each balance sheet date, the Company reviews the carrying amounts of its property, plant, equipment and intangible assets
to determine whether there is any indication that those assets have suffered an impairment loss. If any such indication exists,
the recoverable amount of the asset is estimated to determine the extent of any impairment loss. Where it is not possible to
estimate the recoverable amount of an individual asset, the Company estimates the recoverable amount of the cash-generating
unit to which the asset belongs. Where a reasonable and consistent basis of allocation can be identified, Company assets are
also allocated to individual cash-generating units, or otherwise they are allocated to the smallest company of cash-generating
units for which a reasonable and consistent allocation basis can be identified.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for impairment annually,

and whenever there is an indication that the asset may be impaired.

The recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset for which the estimates of future cash flows
have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An impairment loss is
recognized immediately as an expense, unless the relevant asset is carried at a revalued amount, in which case the
impairment loss is treated as a revaluation decrease in accordance with the relevant Standard containing requirements

for revaluation of the underlying asset(s).

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit) is increased

to the revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying
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amount that would have been determined had no impairment loss been recognized for the asset (or cash-generating unit)

in prior years.

Inventories

The cost of work in progress and finished goods comprise raw materials, direct labour, other direct costs and related
production overheads (based on normal operating capacity).

Trade goods are carried at the lower of purchase cost and sales price (less applicable taxes and margins).

Small inventory and tools are expensed when put into use.

Trade receivables

Trade receivables are recognized initially at cost which is equal to fair value at the moment of recognition and
subsequently measured at amortised cost using the effective interest method, if material, and if not at par value less an
allowance for impairment. A provision for impairment of 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 receivables. Significant financial
difficulties of the debtor, probability that the debtor will enter bankruptcy, and default or delinquency in payments are
considered indicators that the trade receivable may be impaired. The amount of the provision is the difference between
the asset’s carrying amount and the present value of estimated future cash flows, discounted at the effective interest rate
computed at the date of initial recognition. The collection of previously written off receivables is recognized in other

operating income.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, deposits held at call with banks and other short-term highly liquid
investments with original maturities of three months or less. In the consolidated statement of financial position, bank

overdrafts are included within borrowings in current liabilities.

Share capital

Ordinary shares are classified as equity. Gains directly attributable to the issue of new shares or options are shown in
equity as a deduction, net of income tax, from the proceeds. Any excess of the fair value of the consideration received
over the nominal value of the shares issued is presented in the notes as a share premium. Where the Company purchases
its equity share capital (treasury shares), the consideration paid, including any directly attributable transaction costs (net
of income taxes), is deducted from equity attributable to the Company’s shareholders until the shares are cancelled or
reissued or disposed of. Where such shares are subsequently sold or reissued, any consideration received, net of any

directly attributable transaction costs and the related income tax effects, is included in equity.

Employee benefits
() Pension obligations and post-employment benefits

In the normal course of business through salary deductions, the Company makes payments to mandatory pension funds
on behalf of its employees as required by law. All contributions made to the mandatory pension funds are recorded as

salary expense when incurred. The Company is not obliged to provide any other post-employment benefits.
(i1) Termination benefits

Termination benefits are payable when employment is terminated by the Company before the normal retirement date,
or whenever an employee accepts voluntary redundancy in exchange for these benefits. The Company recognises

20



JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Notes to the financial statements (In ‘000 GEL)
As at December 31, 2022

termination benefits when it is demonstrably committed to either: terminating the employment of current employees
according to a detailed formal plan without possibility of withdrawal; or providing termination benefits as a result of an

offer made to encourage voluntary redundancy.
(iif) Regular retirement benefits

Benefits falling due more than 12 months after the reporting date are discounted to their present value based on the
calculation performed at each reporting date by an independent actuary, using assumptions regarding the number of staff
likely to earn regular retirement benefits, estimated benefit cost and the discount rate equal to the rate of return on bonds
issued by the Republic of Croatia. Actuarial gains and losses arising from experience adjustments and changes in actuarial
assumptions are recognized immediately in profit or loss.

Provisions

Provisions are recognized when the Company has a present obligation (legal or constructive) as a result of a past event
and it is probable (i.e. more likely than not) that an outflow of resources will be required to settle the obligation, and a
reliable estimate can be made of the amount of the obligation. Provisions are reviewed at each reporting date and adjusted
to reflect the current best estimate. Where the effect of discounting is material, the amount of the provision is the present
value of the expenditures expected to be required to settle the obligation, determined using the estimated risk free interest
rate as the discount rate. Where discounting is used, the reversal of such discounting in each year is recognized as a
financial expense and the carrying amount of the provision increases in each year to reflect the passage of time.

Operating segment reporting

The Company identifies operating segments on the basis of internal reports about components of the Company that are
regularly reviewed by the chief operating decision maker (which was identified as being the Company's Management
Board) in order to allocate resources to the segments and to assess their performance.

Earnings per share

The Company presents basic and diluted earnings per share data for its ordinary shares. Basic and diluted earnings per
share is calculated by dividing the profit or loss attributable to ordinary shareholders by the weighted average number of
ordinary shares outstanding during the period.

Non-current assets held for sale

Non-current assets held for sale are intended to settle the secured debt to financial institutions that have not waived their
right to a separate settlement in the process of the pre-bankruptcy settlement. The estimated market value was
determined based on the independent valuers’ report that was based on the cost method, the comparative method and/or
the income method depending on the type of property.

Staff costs and related contributions

‘Wages, salaries, contributions to the Georgian Republic state pension and social insurance funds, paid annual leave and
sick leave, bonuses and non-material benefits are accrued in the year in which associated services are rendered by the

employees of the company
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3.  CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS IN APPLYING ACCOUNTING POLICIES

The preparation of the Company’s financial statements requires management to make judgments, estimates and
assumptions that effect the reported amounts of income, expenses, assets and liabilities, and the accompanying disclosures,
and the disclosure of contingent liabilities. Uncertainty about these assumptions and estimates could result in outcomes

that require a material adjustment to the carrying amount of asset or liability affected in future periods.

Tax legislation

Georgian tax legislation is subject to varying interpretations

Taxes

Deferred tax assets are recognized for unused tax losses to the extent that it is probable that taxable profit will be available
against which the losses can be utilized. Significant management judgment is required to determine the amount of
deferred tax assets that can be recognized, based upon the likely timing and the level of future taxable profits, together
with future tax planning strategies.

Useful lives of property, plant and equipment

The Company has used judgment in determination of useful lives of PPE, considering such factors as technical or
commercial obsolesce, expected usage of the assets by reference to the assets’ expected capacity of physical output and
expected physical wear and tear, which depends on operational factors. Although the management has made his best
estimates in determining the pattern of consumption of the future economic benefits embodied in the asset, they may

substantially differ from actual results that may materially influence the figures presented in the financial statements.

Assessment of the percentage of completion on construction contracts

The Company recognizes revenue from construction contracts based on percentage of completion method, measured by
reference to the contract costs incurred up to the reporting date as a percentage of total estimated costs for each contract
and when collection of the resulting receivable is reasonably assured. When the Company considers that the criteria for

revenue recognition are not met for transaction, revenue recognition is delayed until such time.

The percentage of completion method is determined by management through considering following criterions: (a) total
contract revenue can be measured reliably; (b) it is probable that the economic benefits associated with the contract will
flow to the entity; (c) both the contract costs to complete the contract and the stage of contract completion at the end of
the reporting period can be measured reliably; and (d) the contract costs attributable to the contract can be clearly

identified and measured reliably so that actual contract costs incurred can be compared with prior estimates.

Related party transactions

In the normal course of business, the Company enters into transactions with its related parties. IAS 39 requires initial
recognition of financial instruments based on their fair values. Judgment is applied in determining if transactions are
priced at market or non-market prices, where there is no active market for such transactions. The basis for judgment is

pricing for similar types of transactions with unrelated parties
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4. NEW OR REVISED STANDARDS AND INTERPRETATIONS ISSUED BY IASB

IFRS 17 Insurance Contracts

IFRS 17 requires insurance liabilities to be measured at a current fulfillment value and provides a more uniform
measurement and presentation approach for all insurance contracts. These requirements are designed to achieve the goal
of a consistent, principle-based accounting for insurance contracts. IFRS 17 supersedes IFRS 4 Insurance Contracts as of
1 January 2023.

Classification of Liabilities as Current or Non-Current (Amendments to IAS 1)

The amendments aim to promote consistency in applying the requirements by helping companies determine whether, in
the statement of financial position, debt and other liabilities with an uncertain settlement date should be classified as
current (due or potentially due to be settled within one year) or non-current. Annual reporting periods beginning on or
after 1 January 2023

Reference to the Conceptual Framework (Amendments to IFRS 3)

The amendments update an outdated reference to the Conceptual Framework in IFRS 3 without significantly changing
the requirements in the standard. Annual reporting periods beginning on or after 1 January 2022

Property, Plant and Equipment — Proceeds before Intended Use (Amendments to IAS 16)

The amendments prohibit deducting from the cost of an item of property, plant and equipment any proceeds from selling
items produced while bringing that asset to the location and condition necessary for it to be capable of operating in the
manner intended by management. Instead, an entity recognises the proceeds from selling such items, and the cost of
producing those items, in profit or loss. Annual reporting periods beginning on or after 1 January 2022

Onerous Contracts — Cost of Fulfilling a Contract (Amendments to IAS 37)

The amendments specify that the ‘cost of fulfilling’ a contract comprises the ‘costs that relate directly to the contract’.
Costs that relate directly to a contract can either be incremental costs of fulfilling that contract (examples would be direct
labour, materials) or an allocation of other costs that relate directly to fulfilling contracts (an example would be the
allocation of the depreciation charge for an item of property, plant and equipment used in fulfilling the contract). Annual
reporting periods beginning on or after 1 January 2022

Amendments to IFRS 17

Amends IFRS 17 to address concerns and implementation challenges that were identified after IFRS 17 Insurance
Contracts was published in 2017. The main changes are:

Deferral of the date of initial application of IFRS 17 by two years to annual periods beginning on or after 1 January 2023

e Additional scope exclusion for credit card contracts and similar contracts that provide insurance coverage as
well as optional scope exclusion for loan contracts that transfer significant insurance risk

e  Recognition of insurance acquisition cash flows relating to expected contract renewals, including transition
provisions and guidance for insurance acquisition cash flows recognized in a business acquired in a business
combination

e  C(larification of the application of IFRS 17 in interim financial statements allowing an accounting policy choice
at a reporting entity level

e  C(larification of the application of contractual service margin (CSM) attributable to investment-return service
and investment-related service and changes to the corresponding disclosure requirements

e  Extension of the risk mitigation option to include reinsurance contracts held and non-financial derivatives

e Amendments to require an entity that at initial recognition recognises losses on onerous insurance contracts
issued to also recognise a gain on reinsurance contracts held
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e  Simplified presentation of insurance contracts in the statement of financial position so that entities would
present insurance contract assets and liabilities in the statement of financial position determined using portfolios
of insurance contracts rather than groups of insurance contracts

e  Additional transition relief for business combinations and additional transition relief for the date of application
of the risk mitigation option and the use of the fair value transition approach

Extension of the Temporary Exemption from Applying IFRS 9 (Amendments to IFRS 4)

The amendment changes the fixed expiry date for the temporary exemption in IFRS 4 Insurance Contracts from applying
IFRS 9 Financial Instruments, so that entities would be required to apply IFRS 9 for annual periods beginning on or after
1 January 2023.

Classification of Liabilities as Current or Non-current — Deferral of Effective Date (Amendment to IAS 1)

The amendment defers the effective date of the January 2020 amendments by one year, so that entities would be required
to apply the amendment for annual periods beginning on or after 1 January 2023.

Deferred Tax related to Assets and Liabilities arising from a Single Transaction (Amendments to IAS 12)

The amendments clarify that the initial recognition exemption does not apply to transactions in which equal amounts of
deductible and taxable temporary differences arise on initial recognition.

Annual reporting periods beginning on or after 1 January 2023
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5. PROPERTY, PLANT AND EQUIPMENT

Office

Mac.hmery equipment and Vehicles Leasehold Total
and equipment . improvements
fittings

At 31 December 2020 134 147 414 1 695
Additions - - - - -
Disposal (4) 5) (272) - (280)
At 31 December 2021 130 141 142 1 415
Additions - 4 27 - 31
Disposal - (7) (43) - (50)
At 31 December 2022 130 138 126 1 396
Accumulated Depreciation -
At 31 December 2020 91 136 252 1 481
Depreciation charge 15 6 51 73
Disposal 3) (5) (187) (195)
At 31 December 2021 104 138 116 1 358
Depreciation charge 15 3 19 37
Disposal - (7) (37) (44)
At 31 December 2022 119 134 98 1 351
Carrying amount
At 31 December 2020 43 10 162 - 215
At 31 December 2021 26 4 27 - 57
At 31 December 2022 11 5 29 - 45

6. CONTRACTUAL ASSETS

Contractual assets consist of the guarantee coverage related to the rehabilitation works of the highways. The main

contractor is State Subordinate Agency Roads Department of Georgia of the ministry of regional Development. The
guarantee coverage is issued by Ardi Insurance JSC. As at December 31, 2022 The contractual assets amount is GEL 284K

7. PREPAYMENTS

Within the framework of the agreement signed with State Subordinate Agency Roads Department of Georgia of the
ministry of regional Development, the company has hired several large contractors. Prepayments are related to the

advances paid to the above-mentioned contractors construction purposes. The balance of the prepayments as at December

31,2022 is GEL 159K.

8. TRADE AND OTHER RECEIVABLES

Trade and other receivables 31-Dec-2022 31-Dec-2021
Trade receivables 1,893 2,268
Prepaid salary 32 -
Other receivables - 1
Advances paid 108 -

2,033 2,269
Allowance for doubtful debts (1,561) (1,696)
Total Trade and other receivables 472 572
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Allowance for doubtful debts are given in the table below:

31.12.2022
<30 31-60 61-90 91-180 181-360 >360 Total
Amount (79) (149) (229) (28) (16) (1,532) (2,033)
Reserve percentage 0% 2% 5% 25% 50% 100%
Reserve - 3) (11) (7) (8) (1,532) (1,561)
31.12.2021
<30 31-60 61-90 91-180 181-360 >360 Total
Amount (159) - 6) (167) (562) (1,373) (2,267)
Reserve percentage 0% 2% 5% 25% 50% 100%
Reserve - - 0) (42) (281) (1,373) (1,696)
9.  CASH AND CASH EQUIVALENTS
Cash and cash equivalents 31-Dec-2022 31-Dec-2021
Cash at bank in national currency 67 395
Cash at bank in foreign currency - 148
Total Cash and cash equivalents 67 542

Cash balances on bank accounts can be classified as risk free, considering the fact that the banks where the company has

current accounts are reliable and well-known Georgian credit institutions.

10. LOANSISSUED

Loans issued 31-Dec-2022 31-Dec-2021
Loan issued 43 53
Accrued interest 11 9
Total Loans issued 54 62
The loan receivable amount is only related to the loan issued to Avenue Mehanizacija D.O.O.
11. TRADE AND OTHER PAYABLES
Trade and other payables 31-Dec-2022 31-Dec-2021
Trade Payables 417 613
Salary Payable 113 70
Other Payables 38 39
Payable to related party - -
Total Trade and other payables 568 722
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12.  BORROWINGS

The company received the loan from the head office Joint-stock company JSC INSTITUT IGH, Joint-stock company for
research and development in civil engineering — Croatia. The interest rate on a loan is 3%. The maturity date of loans is
not defined.

13. REVENUE
Revenue 2022 2021
Operating income 1,814 1,093
Accrued income _ _
Total Revenue 1,814 1,093

Operating income includes:

2022 2021
Design services Sno-Juta 1,624 809
Supervision Services for modernization and repair works - Management
services - 35
Other 2 -
Laboratory 148 76
School Rehabilitation 40 173
Total operating income 1,814 1,093

14. COST OF SALE

Cost of sale 2022 2021
Small Inventory 23 6
Fuel 37 26
Depreciation Cost 16 15
Salary costs 416 _
Sub-Contractor expenses 738 84
Total Cost of sale 1,230 132

The sub-contractor expenses are related to the Supervision Services for modernization and repair works, School
Rehabilitation, Design and laboratory services.

15. GENERAL AND ADMINISTRATIVE EXPENSES

General and administrative expenses 2022 2021
Other expenses 91 97
Production expenses 40 4
Salary expenses 499 531
Utility expenses 71 72
Consulting expenses 27 189
Postal fee expenses - 1
Depreciation expense 22 58
Other related costs 21 11
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Tax expenses - 7
Total General and administrative expenses 771 968

Significant part of general and administrative expenses of the Company comprises expenses associated with wages and
salaries.

16. OTHER NON-OPERATING INCOME

The main part of the non-operating income is related to the income received from the realization of the fixed assets,
Specifically, from the realization of the vehicles and reverse of prior year bad and doubtful receivables reserve was
recovered in 2022Y. Other non-operating income is 348Kgel in 2022 and 110Kgel in 2021.

17. CONTINGENCIES, COMMITMENTS AND OPERATING RISK

Tax legislation

Georgian tax and customs legislation is subject to varying interpretations, and changes, which can occur frequently.
Management's interpretation of such legislation as applied to the transactions and activity of the Company may be
challenged by the relevant authorities. The Georgian tax authorities may be taking a more assertive and sophisticated
approach in their interpretation of the legislation and tax examinations and it is possible that transactions and activities
that have not been challenged in the past may be challenged. As a result, significant additional taxes, penalties and interest
may be assessed. Management believes that its interpretation of the relevant legislation is appropriate and the Company’s
tax, currency legislation and customs positions will be sustained. Accordingly, at 31 December 2022 no provision for
potential tax liabilities was recorded.

18. FINANCIAL RISK MANAGEMENT

The risk management function within the Company is carried out in respect of financial risks, operational risks and legal
risks. Financial risk comprises market risk (including currency risk, interest rate risk and other price risk), credit risk and
liquidity risk. The primary objectives of the financial risk management function are to establish risk limits, and then
ensure that exposure to risks stays within these limits. The operational and legal risk management functions are intended
to ensure proper functioning of internal policies and procedures to minimise operational and legal risks

Market risk

The Company takes on exposure to market risks. Market risks arise from open positions in (a) foreign currencies, (b)
interest bearing assets and liabilities and (c) equity products, all of which are exposed to general and specific market
movements. Management sets limits on the value of risk that may be accepted, which is monitored on a daily basis.
However, the use of this approach does not prevent losses outside of these limits in the event of more significant market
movements. Sensitivities to market risks included below are based on a change in a factor while holding all other factors
constant. In practice this is unlikely to occur and changes in some of the factors may be correlated — for example, changes
in interest rate and changes in foreign currency rates.

Currency risk

Currency risk is the risk that the financial results of the Company will be adversely impacted by changes in exchange
rates to which the Company is exposed. The Company undertakes certain transactions denominated in foreign currencies.
The Company does not use any derivatives to manage foreign currency risk exposure, at the same time the management
of the Company is trying to mitigate such risk by managing monetary assets and liabilities in foreign currency on
Company level.
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Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with financial liabilities.
The Company is exposed to daily calls on its available cash resources. Management monitors monthly rolling forecasts of
the Company’s cash flows. The Company’s liquidity portfolio comprises cash and cash equivalents . Management
estimates that the liquidity portfolio of cash and bank deposits except for the restricted cash can be realized in cash within
a day in order to meet unforeseen liquidity requirements.

The table below shows liabilities as at 31 December 2022 and 31 December 2021 by their remaining contractual maturity.
The amounts disclosed in the maturity table are the contractual undiscounted cash flows. Such undiscounted cash flows
differ from the amount included in the statement of financial position because the statement of financial position amount
is based on discounted cash flows. Foreign currency payments are translated using the spot exchange rate at the end of
the reporting period.

The maturity analysis of financial liabilities as at 31 December 2022 and 31 December 2021 are as follows:

Financial liabilities 31-Dec-21 Uptolyear Fromlto5years Overb5 years total
Trade and other payables 722 - - 722
Total financial liabilities 722 - - 722
Financial liabilities 31-Dec-22 Uptolyear From1to5years Overb5 years total
Trade and other payables 568 - - 568
Total financial liabilities 568 - - 568
Financial Assets 31-Dec-21 Uptolyear Fromlto5years Overb5 years total
Trade and other receivables 572 572
Prepayments - -
Loans issued 62 62
Cash and cash equivalents 542 542
Total Financial Assets 1,177 1,177
Financial Assets 31-Dec-22 Uptolyear From1lto5years Overb5 years total
Trade and other receivables 472 472
Prepayments 159 159
Loans issued 54 54
Cash and cash equivalents 67 67
Total Financial Assets 751 - - 751

Capital management
Capital management is performed by the owners of the Company based on their requirements with respect to optimal

capital structure of the Company. The Company only manages its capital structure with respect to legal requirements in
the jurisdictions where the Company operates.

19. FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is defined as the amount at which the instrument could be exchanged in a current transaction between
knowledgeable willing parties in an arm’s length transaction, other than in forced or liquidation sale.
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The estimates presented herein are not necessarily indicative of the amounts the Company could realize in a market
exchange from the sale of its full holdings of a particular instrument. The fair value of financial assets and liabilities
compared with the corresponding carrying amount in the statement of financial position of the Company is presented
below:

31-Dec-22 31-Dec-22 31-Dec-21  31-Dec-21

Carrying value Fair value Carrying value  Fair value

Cash and cash equivalents 67 67 542 542
Trade and other receivables 472 472 572 572
Prepayments 159 159 - -
Trade and other payables 568 568 722 722

20. BALANCES AND TRANSACTIONS WITH RELATED PARTIES

Related parties or transactions with related parties, as defined by IAS 24 “Related party disclosures”, represent:

(a) Parties that directly, or indirectly through one or more intermediaries: control, or are controlled by, or are under
common control with, the Company (this includes parents, subsidiaries and fellow subsidiaries); have an interest in the

Company that gives then significant influence over the Company; and that have joint control over the Company;

(b) Associates — enterprises on which the Company has significant influence and which is neither a subsidiary nor a joint
venture of the investor;

(c) Joint ventures in which the Company is a venture;
(d) Members of key management personnel of the Company or its parent;

(e) Close members of the family of any individuals referred to in (a) or (d);

(f) Parties that are entities controlled, jointly controlled or significantly influenced by, or for which significant voting
power in such entity resides with, directly or indirectly, any individual referred to in (d) or (e); or

(g) Post-employment benefit plans for the benefit of employees of the Company, or of any entity that is a related party
of the Company.

The following transactions were carried out with related parties:
The Company is owned (100%) by Joint-stock company JSC INSTITUT IGH, Joint-stock company for research and
development in civil engineering — Croatia. The Company's related parties include its shareholders and key management

and others as described below.

During the reporting year the Company had the following transactions with the related parties and as of the reporting
date had the following outstanding balances.

‘000 GEL Year ended 31 December 2022
Shareholders
Loans issued 43
Accrued interest receivables 11

Accrued interest payable

Key management and close family members

Salaries and bonuses 225
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‘000 GEL Year ended 31 December 2021
Shareholders
Loans issued 52
Accrued interest receivables 9

Accrued interest payable -

Key management and close family members

Salaries and bonuses 251

Ultimate controlling party

Joint-stock company JSC INSTITUT IGH, Joint-stock company for research and development in civil engineering —
Croatia.

21. GOING CONCERN

The financial statements have been prepared on a going concern basis, which means that the Company will be able to
meet the repayment terms of its credit services.

22. EVENTS AFTER THE REPORTING PERIOD

This financial statement was approved for issuing by management on April 5, 2023. The subsequent events are indicated
below:

- On January 16th, 2023 The company has signed the contract with the State Subordinate Agency Roads
Department of Georgia of the ministry of regional Development. Duration of the contract is one year. The
amount of the service is GEL 68K

- The company Plans to reimburse loan to Head Office, Zagreb Croatia per agreement dated 30.07.2021. The
amount of reimbursement is considered to be GEL 300K

- The company Plans to computer software and programs, purchase new licenses. Approximate amount to
be paid is GEL 50K

- The company Plans participate in new road design tender announced by the State Subordinate Agency
Roads Department of Georgia of the ministry of regional Development. The total tender amount is GEL
1,150K

- The company Plans to prepare road design in Croatia under sub-contract to Head Office. The amount of
the service is considered to be EUR 50K
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INDEPENDENT AUDITORS’ REPORT
To the management of “JSC INSTITUT IGH, joint-stock company for research and development in civil engineering

Modified opinion

We have audited the financial statements of “ISC INSTITUT IGH, joint-stock company for research and
development in civil engineering” (the Company) which comprise the statement of financial position as at 33,
December 2022, and the statement of profit and loss, statement of changes in equity and statement of cash flows
for the year then ended, and notes to the financial statements, including a summary of significant accounting
policies.

In our opinion, except for and Due to the influence of the issues described in the basis of modified opinion section,
the accompanying financial statements present fairly, in all material respects, the financial position of the Company
as at 31 December, 2022 and its financial performance and its cash flows for the yvear then ended in accordance
with International Financial Reporting Standards (IFRSs).

Basis of modified opinion

We could not assure the correctness of classification of the loans received from the related party. Moreover, we
could not receive the supporting documents proving the correctness of the amounts received. Balance of the loan
received is GEL 724K as at December 31, 2021 and GEL 524K in as at December 31. As a result, we were unable to
determine whether any adjustments were necessary to be posted.

We were unable to confirm the balances of the trade receivables, as we could not receive confirmation letters or
any other supporting evidences from the debtors of the company. The balances of trade receivables is GEL 141K as
at December 31, 2021 and GEL 12K as at December 31,2022. We could not determine the existence of relevant
debtors, and if they exist, whether the amounts were correct and whether there was a need to adjust recorded or
unrecorded trade receivables.

We were unable to confirm the balances of the trade payables, as we could not receive confirmation letters or any
other supporting evidences from the debtors of the company. The balances of trade receivables is GEL 315K as at
December 31, 2021 and GEL 354K as at December 31,2022. We could not determine the existence of relevant
creditors, and if they exist, whether the amounts were correct and whether there was a need to adjust recorded
or unrecorded trade payables.

We are unable to ensure in the correctness of the fair value of loans issued. Moreover, we could not receive the
confirmation letter related to the loans issued. The balance of loans Issued as of December 31, 2021 totals 62K GEL,
and GEL 54K as of December 31, 2022. As a result, we were unable to determine whether any adjustments were

necessary to be posted.

We have not obtained sufficient evidence to assure whether the comparative figures income was recognized in the
correct periods. As a result, we were unable to determine whether any additional adjustments were necessary to

be posted.
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We conducted our audit it: accordance with International Standards on Auditing (ISAs). Our responsibilities under
those standards are further described in the Auditor’s 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 Georgia, 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 modified opinion.

Management’s responsibility 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, butis 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 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 skepticism
throughout the audit. We also:

ldentify 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 thatis 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.

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
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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
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.

The engagement partner on the audit resulting in this independent auditor’s report is Ana Osigmishvili

Ana Osigmishvili

On behalf of Kudos Georgia LLC
Thilisi, Georgia

5 April, 2023
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ISCNSHTUTIG}Ljomtmkmmpanyformmhmddwel@mmindvﬂengineeﬂng
Statement of financial position (In ‘000 GEL)

As at December 31, 2022

Notes 31-Dec-22 31-Dec-21
Assets
Non-current assats
Property plant and equipment 5 45 57
Intangible assets 2 3
Total non-current pssets 47 60
Current assets
Inventories 12 26
Contractual asset 6 284 -
Prepayments 7 159 -
Trade and other receivables 8 472 572
Cash and cash equivalents 9 67 542
Loans issued 10 54 62
Total current assets 1,047 1,202
Total Assets 1,094 1,262
Equity
Retained Earnings (288) (429)
Total Equity (288) (429)
Liabilities
C ¢t Liabiliti
Trade and other payables 11 568 722
Current income tax payable 4 4
Tax payables 287 241
Borrowings 12 524 724
Total current liabilities 1,382 1,692
Total liabilities 1,382 1,692
Total equity and liabilities 1,094 1,262

The financial statements are approved and signed on behalf of management on April 5, 2023.

Director: Robert Petrosian

The notes to the financial statements on pages 10-31 are an integral part of these financial statements. See Independent
Auditor's Report on pages 3-5.
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JSC INSTITUT IGH, joint-stock company
Statement of profit and loes (In ‘000 GEL)

As at December 31, 2022

forresearchanddevelopmentindvﬂengineeﬁng

Notes 2022 2021
Revenue 13 1,814 1,093
Finance Income 4 6
Cost of sale 14 (1,230) (132)
Gross profit 588 967
General and administrative expenses 15 (772) (968)
Bad and doubtful receivables reserve - (1,761)
Profit from operations (184) (1,762)
Other non-operating income i6 348 110
Other non-operating expenses (135) (59
Net fx gain/loss 120 (31)
Finance expenses ® (3)
Profit before tax 142 (1.745)
Income tax expense - -
Net profit for the period 141 (1,745)
The financial statements are approved and signed on behalf of management on April 5, 2023,
Director: Robert Petrosian
7
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The notes to the financial statements on pages 10-31 are an integral part of these financial statements. See Independent
Auditor's Report on pages 3-5.

ISCNSHTLHIG}LjomHmckmmpanyfarrmearchmddevdopmedevﬂmgineming
Statmentofchangesinequity(ln‘OOOGEL)
As at December 31, 2022

Retained Farnings Total Equity
Balance at 31 December 202() 1,316 1,316
Profit for the year (1,745) (1,745)
Dividends paid - -
Balance at 31 December 2021 (429) (429)
Profit for the year 141 141
Dividends paid = -
Balance at 31 December 2022 _ (288) (288)

The financial statements are approved and signed on behalf of management on April 5, 2023,

Director: Robert Petrosian
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The notes to the financial statements on pages 10-31 are an integral part of these financial statements, See Independent
Auditor's Report on pages 3-5.

ISCMTHUTIGH.joint—smckmmpanyibrmmhmddevdopmentmdvﬂmgineming
Smementofcashﬂow(ln‘(XDGEL)

As at December 31, 2022
Indirect method

2022 2021
Cash flows from operating activities
Profit before income tax B 142 (1.745)
Depreciation of property, plant and equipment 37 58
Loss/(gain) from foreign currency revaluation, net 120 31
Operating cash flows before working capital changes
(Increase)/decrease in trade and other receivables 122 2,188
(Increase)/decrease in contractual asset (284)
(Increase)/decrease in prepayments (159) 73
(Increase)/decrease in inventories 14 0
Increase/(decrease) in trade and other payables (150) (1,134)
Increase/(decrease) in contractual liabilities - (299)
Increase/(decrease) in tax obligations 45 111
Increase/{decrease) in loans issued 18 154
Cash generated from operations (93) (626)
Income tax paid = -
Net cash inflow/(cutflow) from operating activities (93) (626)
Cash flows from investing activities
Purchase of property, plant and equipment (PPE) (25) 100
Purchase of IA 1 1
Net cash (used in)/provided by investing activities (24) 102
Borrowing received 562 795
Borrowing paid (918) (71)
Net cash (used in)/provided by financing activities (356) 724
Effect of exchange rate changes on cash and cash equivalents 2 31
Net increase/(decrease) in cash and cash equivalents (476) 231
Cash and cash equivalents at the beginning of the year 543 311
Cash and cash equivalents at the end of the year e 67 343

The financial statements are approved and signed on behalf of management on April 5, 2023,

Director: Robert Petrosian
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JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Notes to the financial statements (In ‘000 GEL)
As at December 31, 2022

1. INTRODUCTION

Company and it’s activities

JSC Institut IGH, Joint-stock company for research and development in civil engineering — Branch in Georgia. The
company established in 26 September of 2016. It was registered as Branch of Foreign Enterprise. The registered office of
the company is located at Georgia, Tbilisi, Chugureti district, Uznadze St, N57.

The main activity of the company is design, consulting and research in the sphere of research and development activities
in civil engineering.

Institut IGH Georgia develops designs for construction-reconstruction work for the international and secondary roads of
Georgia.

*  Road Infrastructure all over the Georgia more than 700 million GEL construction cost is being supervised
under the order to the Roads Development of Georgia.

®  Design development of so-called mountain roads.

¢  Design development of rehabilitation roads with the total length of 170 km, and 28 bridges and design of
construction of 26 news bridges is completed.

Besides Georgia, Institut IGH has branches in Bosnia & Herzegovina, Montenegro, Serbia, Bulgaria, Albania and Kosovo.
The company also operated in Kazakhstan, Russia and Ukraine.

Foreign currency translation
The functional currency of the Company is Georgian Lari (“GEL"). These financial statements are presented in GEL,
which is the Company’s presentation currency

Transactions and balances

Monetary assets and liabilities are translated into the Company’s functional currency at the official exchange rate of the
National Bank of Georgia (“NBG”) at the respective end of the reporting period.

Foreign exchange gains and losses resulting from the settlement of the transactions and from the translation of monetary
assets and liabilities into the Company’s functional currency at period-end official exchange rates of the NBG are
recognized in statement of profit or loss and other comprehensive income. F. oreign exchange gains and losses are
presented on the face of the statement of profit or loss and other comprehensive income as ‘Foreign exchange (loss)/gain,

net’.

31-Dec-2022 31-Dec-2021

1 USD/GEL 2.7020 3.0976
1 EUR/GEL 2.8844 3.5040
10
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JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Notes to the financial statements (In ‘000 GEL)
As at December 31, 2022

2. BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation
Statement of compliance
This financial information has been prepared on going concern basis and in accordance with the International Financial

Reporting Standards (“IFRS”) as at 31 December 2022, with standards and interpretations issued by the International
Accounting Standards Board ("IASB"), in force at 31 December, 2022.

The financial statements comprise the statement of financial position, statement of profit and loss, statement of changes
in equity, statemen of cash flows and notes to the financial statements. As the standards and interpretations expected to
be effective as at December 31, 2021 are subject to introduction or possible changes by the IASB or the International
Financial Reporting Interpretations Committee (“IFRIC”), management does not rule out a possibility that the financial
statements may require adjustment due to such changes before constituting the final financial statements,

The financial statements have been prepared on a historical cost basis.

Basis of measurement

The measurement basis used is a historical cost basis, except where otherwise stated in the accounting policies below.

Going concern

The management has prepared these financial statements on a going concern basis. In making this judgement the
management considered the company’s financial position, current intentions, profitability of operations and access to
financial resources as required for the following minimum 12 months after reporting period. The management is not
aware of any material uncertainties that may cast significant doubt upon the company’s ability to continue as a going

conceri.

Despite restrictions imposed by the Covid-19 virus pandemic on the company, the management did not suspend its
activities, the management reviewed the negative impact of the global pandemic on the economy, so management decided
that the company should prepare financial statements based on the operating principle.

Financial instruments

Non-derivative financial instruments

Non-derivative financial instruments comprise investments in shares and bonds, trade and other receivables, cash and cash
equivalents, loans and borrowings, commercial papers and trade and other payables,

Non-derivative financial instruments are initially recognised at fair value, increased by transaction costs, in the case of
financial instruments not measured at fair value through profit or loss. Non-derivative financial instruments are
subsequently measured in the way described below.

A financial instrument is recognised if the Company becomes a party to the contractual provisions of an instrument.
Financial assets are derecognised if the Company’s contractual rights to the cash flows from the financial assets expire or if
the Company transfers the financial asset to another party without retaining control or substantially all risks and rewards

of the asset. Regular purchases and sales of investments are recognised on trade date, i.e. the date on which the Company
commits to purchase or sell the asser. Financial liabilities are derecognised if the Group’s obligations specified in the

contract expire or are discharged or cancelled.
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JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Notes to the financial statements (In 000 GEL)
As at December 31, 2022

Available-for-sale financial assets

AFS financial assets are non-derivatives that are either designated as AFS or are not classified as (a) loans and receivables,
(b) held-to-maturity investments or (c) financial assets at fair value through profit or loss.

Unlisted shares and listed redeemable notes held by the Company that are traded in an active market are classified as
being AFS and are stated at fair value. Fair value is determined in the manner described in Note 6. Gains and losses arising
from changes in fair value are recognised directly in equity in the investments revaluation reserve with the exception of
impairment loss, interest calculated using the effective interest method and foreign exchange gains and losses on
monetary assets, which are recognised directly in profit or loss. Where the investment is disposed of or is determined to
be impaired, the cumulative gains or losses previously recognized in the investments revaluation reserve are included in
the statement of comprehensive income for the period.

Dividends on AFS equity instruments are recognized in profit or loss when the right to receive dividends is established.

The fair value of AFS financial assets denominated in foreign currencies is determined in the relevant foreign currency
and translated at the spot rate prevailing at the reporting date. Changes in fair value related to foreign exchange
differences arising from the change in amortised cost of the asset are recognized in profit or loss, while other changes are

recognized in equity.

Loans given and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. Loans, trade receivables and other receivables with fixed or determinable payments are measured at
amortised cost using the effective interest method, less any accumulated impairment losses.

Interest income is recognized by applying the effective interest rate, except for current receivables when the recognition

of interest would be immaterial.

Impairment of financial assets

Financial assets, other than those measured at fair value through profit or loss, are assessed for indicators of impairment
at the end of each reporting period. Financial assets are considered to be impaired when there is objective evidence that,
as a result of one or more events that occurred after the initial recognition of the financial asset, the estimated future cash

flows of the investment have been affected.

For securities classified as available for sale, a significant or prolonged decline in the fair value of the security below its

cost is considered to be objective evidence of impairment.
For all other financial assets, objective evidence of impairment could include:

*  significant financial difficulty of the issuer or counterparty; or

*  breach of contract, such as a default or delinquency in interest or principal payments; or

* it is becoming probable that the borrower will enter bankruptey or financial restructuring; or
*  the disappearance of an active market for that financial asset due to financial difficulties,

For certain categories of financial assets, such as trade receivables, i.e. assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on a collective basis. Objective evidence of impairment for a
portfolio of receivables could include the Company's past experience of collecting payments, an increase in the number
of delayed payments in the portfolio past the average credit period of 360 days, as well as observable changes in national
or local economic conditions that correlate with the default on receivables.

For financial assets carried at amortised cost, the amount of the impairment is the difference berween the asset’s carrying
amount and the present value of estimated future cash flows, discounted at the original effective interest rate.

For financial assets carried at cost, the amount of the impairment is the difference between the asset’s carrying amount
and the present value of estimated future cash flows, discounted at the current market rate of return for a similar financial

asset. Such impairment loss will not be reversed in subsequent periods.
12
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JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Notes to the financial statements (In ‘000 GEL)
As at December 31, 2022

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets with the
exception of trade receivables where the carrying amount is reduced through the use of an allowance account. When a
trade receivable is considered uncollectible, it is written off against the allowance account. Subsequent recoveries of
amounts previously written off are credited against the allowance account. Changes in the carrying amount of the

allowance account are recognized in profit or loss.

When an AFS financial asset is considered to be impaired, cumulative gains or losses previously recognized in other

comprehensive income are reclassified to profit or loss for the period.

For financial assets measured at amortised cost, if, in a subsequent period, the amount of the impairment loss decreases
and the decrease can be related objectively to an event occurring after the impairment was recognized, the previously
recognized impairment loss is reversed through profit or loss to the extent that the carrying amount of the investment at
the date the impairment is reversed does not exceed what the amortised cost would have been had the impairment not

been recognized.

In respect of AFS equity securities, impairment losses previously recognized in profit or loss are not reversed through
profit or loss. Any increase in fair value subsequent to an impairment loss is recognized under investments revaluation
reserve. In respect of AFS debt securities, impairment losses are subsequently reversed through profit or loss if an increase
in the fair value of the investment can be objectively related to an event occurring after the recognition of the impairment

loss.

Derecognition of financial assets

The Company derecognises a financial asset only when the contractual rights to the cash flows from the asset expire; or
it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another entity. If the
Company neither transfers nor retains substantially all the risks and rewards of ownership and continues to control the
transferred asset, the Company recognises its retained interest in the asset and an associated liability for amounts it may
have to pay. If the Company retains substantially all the risks and rewards of ownership of a transferred financial asset,
the Company continues to recognise the financial asset and also recognises a collateralised borrowing for the proceeds

received.

Financial liabilities and equity instruments
Classification as debt or equity

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the substance of

the contractual arrangement.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its
liabilities. Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue costs.

Other financial liabilities

Other financial liabilities, including borrowings, are initially measured at fair value, net of transaction costs,

Other financial liabilities are subsequently measured at amortised cost using the effective interest method, with interest
expense recognized on an effective yield basis.

The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash
payments through the expected life of the financial Liability, or, where appropriate, a shorter period.
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JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Notes to the financial statements (In ‘000 GEL)
As at December 31, 2022

Financial guarantee contracts

A financial guarantee contract is a contract under which the issuer is obliged to pay the holder a certain sum as
compensation for losses suffered by the owner because the borrower has not fulfilled its obligation to pay under the terms

of a debt instrument.
Financial guarantee contracts issued by the Company are initially measured at fair value and subsequently, if they are not
designated to be measured at fair value through profit or loss, by the higher of:
¢ the amount of the obligation under the contract, which is determined in accordance with IAS 37 “Provisions,
Contingent Liabilities and Contingent Assets”,
* the original amount less the accumulated amortisation, if any, are recognized in accordance with revenue

recognition policies.

Derecognition of financial liabilities

The Company derecognises financial liabilities when, and only when, the Company’s obligations are discharged,

cancelled or they expire.

Investments in subsidiaries

Subsidiaries are entities in which the Company has the power, directly or indirectly, to exercise control over the
operations. Control is achieved where the Company has the power to govern the financial and operating policies of an
entity so as to obtain benefits from its activities.

Investments in activities are accounted for initially at cost and subsequently at cost less impairment. Impairment testing

for investments in subsidiaries is conducted on an anmual basis.

Investments in associates

Associates are companies in which the Company has a significant influence, but not the control. Significant influence
comprises the power of participating in making decisions on financial and operating policies of an associate, but does not
represent control or joint control of these policies. Investments in associates are accounted for initially at cost and
subsequently at cost less impairment. Impairment testing for investments in subsidiaries is conducted on an annual basis,

Revenue

Revenue comprises the fair value of the consideration received or receivable for the sale of products, goods and services
in the ordinary course of the Company’s activities. Revenue is shown, net of value-added tax, volume rebates and sales

discounts.

The Company recognises revenue when the amount of revenue can be reliably measured, it is probable that future
economic benefits will flow to the entity and specific criteria have been met for each of the Company’s activities as

described below.
a Sales of services

Revenues from services relate to revenues from design, study, supervision, consulting services, laboratory services,
investigative works and scientific research work. Sales of services are recognized in the accounting period in which the
services are rendered, by reference to completion of the specific transaction assessed on the basis of the actual service

provided as a proportion of the total services to be provided.

The Company defines projects contracted in designing activities as the area of application of IAS 11.
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JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Notes to the financial statements (In ‘000 GEL)
As at December 31, 2022

The Company recognises revenues and expenses on design contracts on the basis of the estimated stage of completion of

contracted work at the balance sheet date.

Variations in contracted work, claims and incentive payments are included in contract revenue to the extent that may
have been agreed with the customer.

When the outcome of a contract cannot be estimated reliably, contract revenue is recognized only to the extent of
contract costs incurred that are likely to be recoverable. Contract costs are recognized as expenses in the period in which

they are incurred.

When it is probable that total contract costs will exceed total contract revenue, the expected losses are recognized as an

expense immediately.

(1) Finance income and costs

Finance income and costs comprise interest payable on loans and borrowings using the effective interest method, interest
receivable on funds invested, dividend income and gains and losses from foreign exchange differences and gain and losses
from sale of investment in subsidiaries. Income from the write-off of financial liabilities is also reported within Financial

Income.

Interest income is recognized in the income statement on an accrual basis using the effective interest rate method.
Dividend income is recognized in the income statement at the date when the Company’s right to receive payment is
established.

Finance costs comprise interest on loans, changes in fair value of financial assets at fair value through profit or loss,
impairment losses from financial assets and foreign exchange losses. Borrowing costs are recognized in profit or loss using

the effective interest method.

(ifi)  Rental income

Revenues from rental services are recognized when rental services are provided and are related to operating leases.

Revenue from contracts with customers

The new standard introduces the core principle that revenue must be recognized when the goods or services are
transferred to the customers, at the transaction price. Any bundled goods or services that are distinct must be separately
recognized and any discounts or rebates on the contract price must be generally allocated to the separate elements. When
the consideration varies for any reason, minimum amounts must be recognized if they are not at significant risk of
reversal. Costs incurred to secure contracts with customers have to be capitalized and amortized over the period when
the benefits of the contract are consumed. No material effect is expected on the company due to the introduction of a

new standard.

Leases

The Company leases certain plant and equipment. Leases where the Company has substantially all the risks and rewards
of ownership, are classified as finance leases. Finance leases are capitalised at the inception of the lease at the lower of the
fair value of the leased property or the present value of minimum lease payments. Each lease payment is allocated between
the liability and finance costs so as to achieve a constant rate on the balance outstanding. The interest element of finance
costs is charged to profit or loss over the lease period. The property, plant and equipment acquired under finance leases

are depreciated over the shorter of the useful life of the asset and the lease term.

Leases where the significant portion of risks and rewards of ownership are not retained by the Company are classified as
operating leases. Payments made under operating leases are charged to profit or loss on a straight-line basis over the period of

the lease.
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JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Notes to the financial statements (In 000 GEL)
As at December 31, 2022

Forejgn currencies

Transactions and balances in foreign currencies

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the date
of the transaction. Monetary assets and liabilities denominated in foreign currency at the reporting date are translated
into the functional currency at the foreign exchange rate prevailing at that date. Foreign exchange gains and losses
resulting from the settlement of such transactions and from the translation of monetary assets and liabilities denominated

in foreign currencies are recognized in profit or loss.
Non-monetary assets and items that are measured in terms of historical cost of a foreign currency are not re-translated.

Non-monetary assets and liabilities denominated in foreign currency that are stated at historical cost are translated into

the functional currency at the foreign exchange rate prevailing at the date of the transaction.

Borrowings and borrowing costs

Borrowings are recognized initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated at
amortised cost; any difference between the proceeds (net of transaction costs) and the redemption value is recognized in
the statement of comprehensive income over the period of the borrowings using the effective interest method,

Borrowings are classified as current liabilities, unless the Company has an unconditional right to defer settlement of the

liability for at least 12 months after the reporting date.

Dividend
Dividend distribution to the Company’s shareholders is recognized as a liability in the financial statements in the period
in which the dividends are approved by the Company’s General Assembly of Shareholders

Taxation

Income tax

The income tax charge comprises current and deferred tax. Income tax is recognized in profit or loss except to the extent
that it relates to items recognized directly to equity, in which case it is recognized in other comprehensive income.

Current tax is the expected tax payable on the taxable income for the year, using the tax rates enacted at the reporting

date, and any adjustments to tax payable in respect of previous years.

1¢7) Deferred tax assets and liabilities

Deferred tax is recognized using the balance sheet method, providing for temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax
is not recognized for the following temporary differences: the initial recognition of assets or liabilities in a transaction
that is not a business combination and that affects neither accounting nor taxable profit as well as differences relating to
investments in subsidiaries and jointly controlled companies when it is likely that the situation will not change in the
near future. Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences when
they reverse, based on the laws that have been enacted by the reporting date.

A deferred tax asset is recognized to the extent that it is probable that future taxable profits will be available against which
temporary difference can be utilised. Deferred tax assets are reduced to the extent that it is no longer probable that the
related tax benefit will be realised.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and assets,
and they relate to taxes levied by the same tax authority on the same taxable entity, or on different tax entities, but they
intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities will be realised

simultaneously.
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JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Notes to the financial statements (In ‘000 GEL)
As at December 31, 2022

(1) Tax exposures

In determining the amount of current and deferred tax, the Company takes into account the impact of uncertain tax
positions and whether additional taxes and interest may be due. This assessment relies on estimates and assumptions and
may involve a series of judgements about future events. New information may become available that causes the Company
to change its judgement regarding the adequacy of existing tax liabilities; such changes to tax liabilities will impact tax

expense in the period that such a determination is made.

Value added tax (VAT)
The Tax Authorities require the settlement of VAT on a net basis. VAT related to sales and purchases is recognized and
disclosed in the statement of financial position on a net basis. Where receivables have been impaired, impairment loss is

recorded for the gross amount of the debtor, including VAT.

Property, plant and equipment
() Land and buildings
Following initial recognition at cost, land and buildings are carried at revalued amount, which is the fair value at the date

of the revaluation less any subsequent accumulated depreciation on buildings and any impairment.

Fair value is based on the market value, being the estimated amount for which an asset could be exchanged on the date
of valuation between a willing buyer and a willing seller in an arm’s length transaction.

When the carrying amount is increased as a result of revaluation, this increase should be recognized directly in other
comprehensive income under revaluation reserves. The revaluation increase is recognized as income to the extent that it
reverses a revaluation decrease of the same asset previously recognized as an expense.

When the carrying amount is decreased as a result of revaluation, this revaluation decrease should be recognized directly
in revaluation reserves to the extent that the decrease does not exceed the amount held in the revaluation reserve for the

same asset, while the remaining amount is charged to expenses for the period.

A valuation is performed with sufficient regularity such that the carrying amount does not differ materjally from that
which would be determined using fair value at the reporting date. Certain land and buildings are derecognized upon
disposal or when no future benefits are expected from its use or disposal. Gains or losses arising from derecognition of
lands and buildings (calculated as the difference between the net disposal proceeds and the carrying amount of the item)
are included in profit or loss when they are derecognized.

The relevant portion of the revaluation surplus, realised in the previous valuation, is released to profit or loss from the
surplus of the valued assets upon the disposal of the revalued asset.

Any accumulated depreciation at the date of revaluation is eliminated against the gross carrying amount of the asset, and

the net amount is restated to the revalued amount of the asset.

Based on the revaluation performed by independent valuers, the Company has revalued its properties and created
revaluation reserves that are transferred to retained earnings/accumulated losses in accordance with the adopted

depreciation policy.
Gains and losses on the disposal of land and buildings are recognized within other income or expenses in the income
statement. When revalued assets are sold, the amounts included in revaluation reserves are transferred to retained

earnings.

() Plant and equipment

Plant and equipment are initially included in the statement of financial position at cost less accumulated depreciation and
accumulated impairment, if any. Cost includes expenditure that is directly attributable to the acquisition of the items.
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JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Notes to the financial statements (In ‘000 GEL)
As at December 31, 2022

Following initial recognition at cost, plant and equipment are carried at revalued amount, which is the fair value at the
date of the revaluation less any subsequent accumulated depreciation on buildings and any impairment,

Fair value is based on the market value, being the estimated amount for which an asset could be exchanged on the date

of valuation between a willing buyer and a willing seller in an arm’s length transaction.

When the carrying amount is increased as a result of revaluation, this increase should be recognized in equity under
revaluation reserves. The revaluation increase is recognized as income to the extent that it reverses a revaluation decrease

of the same asset previously recognized as an expernse.

When the carrying amount is decreased as a result of revaluation, this decrease is recognized as an expense, The
revaluation decrease is recognized directly in the revaluation reserves to the extent that the decrease does not exceed the

amount held in the revaluation reserve for the same asset.

A valuation is performed with sufficient regularity such that the carrying amount does not differ materially from that
which would be determined using fair value at the reporting date. Certain land and buildings are derecognized upon
disposal or when no future benefits are expected from its use or disposal. Gains or losses arising from derecognition of
lands and buildings (calculated as the difference between the net disposal proceeds and the carrying amount of the item)

are included in profit or loss when they are derecognized.

The relevant portion of the revaluation surplus, realised in the previous valuation, is released to profit or loss from the
surplus of the valued assets upon the disposal of the revalued asset and during its use.

Any accumulated depreciation at the date of revaluation is eliminated against the gross carrying amount of the asset, and

the net amount is restated to the revalued amount of the asset,

Based on the revaluation performed by an independent valuer, the Company has revalued its equipment in depreciation
categories ‘Laboratory equipment’ and ‘Measuring and controlling instruments’, and created revaluation reserves that are
transferred to retained earnings/accumulated losses in accordance with the adopted depreciation policy.

Gains and losses on the disposal of equipment are recognized within other income or expenses in the income statement.
When revalued assets are sold, the amounts included in revaluation reserves are transferred to retained earnings.

(di1) Subsequent costs

Subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as appropriate, only when
it is probable that future economic benefits associated with the item will flow to the Company and the cost of the item
can be measured reliably. The carrying amount of the replaced part is derecognized. All other maintenance costs are

charged to profit or loss during the financial period in which they are incurred.
(v) Depreciation

Land and assets under construction are not depreciated. Depreciation of other items of property, plant and equipment is
calculated using the straight-line method to allocate their cost over their estimated useful lives or to their residual values

as follows:

Buildings 20 years
Plant and equipment 1to 8 years
Other 10 years

The residual value of an asset is the estimated amount that the Company would currently obtain from the disposal of the
asset less the estimated costs of disposal, if the asset were already of the age and in the condition expected at the end of
its useful life. The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting date.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater

than its estimated recoverable amount.

Gains and losses on disposals are determined as the difference between the income from the disposal and the carrying
amount of the asset disposed, and are recognized in profit or loss within other income/expenses.
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JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Notes to the financial statements (In ‘000 GEL)
As at December 31, 2022

Intangible assets

Patents, licenses and software

@ Owmership of intangible assets

Patents, licenses and software are capitalised on the basis of the costs incurred to acquire and bring to use the specific asset.
147 Subsequent costs

Subsequent costs are capitalised only if they increase future economic benefits arising from the asset. All other costs are treated

as costs in the income statement as incurred.
(1) Amortisation

Intangible assets under construction are not amortised. Amortisation of other intangible assets is calculated using the
straight-line method to allocate their cost over their estimated useful lives or to their residual values as follows;

Right to use property of third parties 1to 2 years

Investment property

Investment property is recognized as an asset when it is likely that future economic benefits will arise from the investment
and when the cost of investment can be reliably measured. Investment property includes property held either to earn

rental income or for capital appreciation or both.

Investment property is initially recognized at cost including transaction costs incurred. Subsequently, investment
property is measured at fair value reflecting market conditions at the balance sheet date. Profit or loss from changes in

fair value of investment property is recognized in the income statement of the period in which they are incurred.

Impairment of property, plant and equipment and intangible assets

At each balance sheet date, the Company reviews the carrying amounts of its property, plant, equipment and intangible assets
to determine whether there is any indication that those assets have suffered an impairment loss. If any such indication exists,
the recoverable amount of the asset is estimated to determine the extent of any impairment loss. Where it is not possible to
estimate the recoverable amount of an individual asset, the Company estimates the recoverable amount of the cash-generating
unit to which the asset belongs. Where a reasonable and consistent basis of allocation can be identified, Company assets are
also allocated to individual cash-generating units, or otherwise they are allocated to the smallest company of cash-generating
units for which a reasonable and consistent allocation basis can be identified.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for impairment annually,
and whenever there is an indication that the asset may be impaired.
The recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated

future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset for which the estimates of future cash flows

have not been adjusted.
If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An impairment loss is

recognized immediately as an expense, unless the relevant asset is carried at a revalued amount, in which case the
impairment loss is treated as a revaluation decrease in accordance with the relevant Standard containing requirements

for revaluation of the underlying asset(s).

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit) is increased
to the revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying
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JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Notes to the financial statements (In ‘000 GEL)
As at December 31, 2022

amount that would have been determined had no impairment loss been recognized for the asset (or cash-generating unit)

in prior years.

Inventories

The cost of work in progress and finished goods comprise raw materials, direct labour, other direct costs and related

production overheads (based on normal operating capacity).

Trade goods are carried at the lower of purchase cost and sales price (less applicable taxes and margins).

Small inventory and tools are expensed when put into use.

Trade receivables

Trade receivables are recognized initially at cost which is equal to fair value at the moment of recognition and
subsequently measured at amortised cost using the effective interest method, if material, and if not at par value less an
allowance for impairment. A provision for impairment of receivables is established when there js objective evidence that
the Company will not be able to collect all amounts due according to the original terms of receivables. Significant financial
difficulties of the debtor, probability that the debtor will enter bankruptcy, and default or delinquency in payments are
considered indicators that the trade receivable may be impaired. The amount of the provision is the difference between
the asset’s carrying amount and the present value of estimated future cash flows, discounted at the effective interest rate
computed at the date of initial recognition. The collection of previously written off receivables is recognized in other

operating income.

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand, deposits held at call with banks and other short-term highly liquid
investments with original maturities of three months or less. In the consolidated statement of financial position, bank

overdrafts are included within borrowings in current liabilities.

Share capital

Ordinary shares are classified as equity. Gains directly attributable to the issue of new shares or options are shown in
equity as a deduction, net of income tax, from the proceeds. Any excess of the fair value of the consideration received
over the nominal value of the shares issued is presented in the notes as a share premium. Where the Company purchases
its equity share capital (treasury shares), the consideration paid, including any directly attributable transaction costs (net
of income taxes), is deducted from equity attributable to the Company'’s shareholders until the shares are cancelled or
reissued or disposed of. Where such shares are subsequently sold or reissued, any consideration received, net of any

directly attributable transaction costs and the related income tax effects, is included in equity.

Employee benefits
@ Pension obligations and post-employment benefits

In the normal course of business through salary deductions, the Company makes payments to mandatory pension funds
on behalf of its employees as required by law. All contributions made to the mandatory pension funds are recorded as
salary expense when incurred. The Company is not obliged to provide any other post-employment benefits.

() Termination benefits

Termination benefits are payable when employment is terminated by the Company before the normal retirement date,
or whenever an employee accepts voluntary redundancy in exchange for these benefits. The Company recognises
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JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Notes to the financial statements (In ‘000 GEL)
As at December 31, 2022

termination benefits when it is demonstrably committed to either: terminating the employment of current employees
according to a detailed formal plan without possibility of withdrawal; or providing termination benefits as a result of an

offer made to encourage voluntary redundancy.
(i) Regular retirement benefits

Benefits falling due more than 12 months after the reporting date are discounted to their present value based on the
calculation performed at each reporting date by an independent actuary, using assumptions regarding the number of staff
likely to earn regular retirement benefits, estimated benefit cost and the discount rate equal to the rate of return on bonds
issued by the Republic of Croatia. Actuarial gains and losses arising from experience adjustments and changes in actuarial
assumptions are recognized immediately in profit or loss.

Provisions

Provisions are recognized when the Company has a present obligation (legal or constructive) as a result of a past event
and it is probable (i.e. more likely than not) that an outflow of resources will be required to settle the obligation, and a
reliable estimate can be made of the amount of the obligation. Provisions are reviewed at each reporting date and adjusted
to reflect the current best estimate. Where the effect of discounting is material, the amount of the provision is the present
value of the expenditures expected to be required to settle the obligation, determined using the estimated risk free interest
rate as the discount rate. Where discounting is used, the reversal of such discounting in each year is recognized as a
financial expense and the carrying amount of the provision increases in each year to reflect the passage of time.

Operating segment reporting

The Company identifies operating segments on the basis of internal reports about components of the Company that are
regularly reviewed by the chief operating decision maker (which was identified as being the Company's Management
Board) in order to allocate resources to the segments and to assess their performance.

Earnings per share

The Company presents basic and diluted earnings per share data for its ordinary shares. Basic and diluted earnings per
share is calculated by dividing the profit or loss attributable to ordinary shareholders by the weighted average number of

ordinary shares outstanding during the period.

Non-current assets held for sale

Non-current assets held for sale are intended to settle the secured debt to financial institutions that have not waived their
right to a separate settlement in the process of the pre-bankruptcy settlement. The estimated market value was
determined based on the independent valuers’ report that was based on the cost method, the comparative method and/or

the income method depending on the type of property.

Staf¥ costs and related contributions

Wages, salaries, contributions to the Georgian Republic state pension and social insurance funds, paid annual leave and
sick leave, bonuses and non-material benefits are accrued in the year in which associated services are rendered by the

employees of the company
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JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Notes to the financial statements (In ‘000 GEL)
As at December 31, 2022

3. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS IN APPLYING ACCOUNTING POLICIES

The preparation of the Company’s financial statements requires management to make judgments, estimates and
assumptions that effect the reported amounts of income, expenses, assets and liabilities, and the accompanying disclosures,
and the disclosure of contingent liabilities. Uncertainty about these assumptions and estimates could result in outcomes

that require a material adjustment to the carrying amount of asset or liability affected in future periods.

Tax legislation

Georgian tax legislation is subject to varying interpretations

Taxes

Deferred tax assets are recognized for unused tax losses to the extent that it is probable that taxable profit will be available
against which the losses can be utilized. Significant management judgment is required to determine the amount of
deferred tax assets that can be recognized, based upon the likely timing and the level of future taxable profits, together

with future tax planning strategies.

Useful lives of property, plant and equipment

The Company has used judgment in determination of useful lives of PPE, considering such factors as technical or
commercial obsolesce, expected usage of the assets by reference to the assets’ expected capacity of physical output and
expected physical wear and tear, which depends on operational factors. Although the management has made his best
estimates in determining the pattern of consumption of the future economic benefits embodied in the asset, they may
substantially differ from actual results that may materially influence the figures presented in the financial statements,

Assessment of the percentage of completion on construction contracts

The Company recognizes revenue from construction contracts based on percentage of completion method, measured by
reference to the contract costs incurred up to the reporting date as a percentage of total estimated costs for each contract
and when collection of the resulting receivable is reasonably assured. When the Company considers that the criteria for

revenue recognition are not met for transaction, revenue recognition is delayed until such time.

The percentage of completion method is determined by management through considering following criterions: (a) total
contract revenue can be measured reliably; (b) it is probable that the economic benefits associated with the contract will
flow to the entity; (c) both the contract costs to complete the contract and the stage of contract completion at the end of
the reporting period can be measured reliably; and (d) the contract costs attributable to the contract can be clearly
identified and measured reliably so that actual contract costs incurred can be compared with prior estimates,

Related party rransactions

In the normal course of business, the Company enters into transactions with its related parties. IAS 39 requires initial
recognition of financial instruments based on their fair values, Judgment is applied in determining if transactions are
priced at market or non-market prices, where there is no active market for such transactions. The basis for judgment is

pricing for similar types of transactions with unrelated parties
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JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Notes to the financial statements (In ‘000 GEL)
As at December 31, 2022

4. NEW OR REVISED STANDARDS AND INTERPRETATIONS ISSUED BY IASB

IFRS 17 Insurance Contracts

IFRS 17 requires insurance liabilities to be measured at a current fulfillment value and provides a more uniform
measurement and presentation approach for all insurance contracts. These requirements are designed to achieve the goal
of a consistent, principle-based accounting for insurance contracts. IFRS 17 supersedes IFRS 4 Insurance Contracts as of

1 January 2023.
Classification of Liabilities as Current or Non-Current (Amendments to TAS 1)

The amendments aim to promote consistency in applying the requirements by helping companies determine whether, in
the statement of financial position, debt and other liabilities with an uncertain settlement date should be classified as
current (due or potentially due to be settled within one year) or non-current. Annual reporting periods beginning on or

after 1 January 2023
Reference to the Conceptual Framework (Amendments to IFRS 3)

The amendments update an outdated reference to the Conceptual Framework in IFRS 3 without significantly changing
the requirements in the standard. Annual reporting periods beginning on or after 1 January 2022

Property, Plant and Equipment — Proceeds before Intended Use (Amendments to IAS 16)

The amendments prohibit deducting from the cost of an item of property, plant and equipment any proceeds from selling
items produced while bringing that asset to the location and condition necessary for it to be capable of operating in the
manner intended by management. Instead, an entity recognises the proceeds from selling such items, and the cost of
producing those items, in profit or loss. Annual reporting periods beginning on or after 1 January 2022

Onerous Contracts — Cost of Fulfilling a Contract (Amendments to IAS 37)

The amendments specify that the ‘cost of fulfilling’ a contract comprises the ‘costs that relate directly to the contract’,
Costs that relate directly to a contract can either be incremental costs of fulfilling that contract (examples would be direct
labour, materials) or an allocation of other costs that relate directly to fulfilling contracts (an example would be the
allocation of the depreciation charge for an item of property, plant and equipment used in fulfilling the contract). Annual
reporting periods beginning on or after 1 January 2022

Amendments to IFRS 17

Amends IFRS 17 to address concerns and implementation challenges that were identified after IFRS 17 Insurance
Contracts was published in 2017. The main changes are:

Deferral of the date of initial application of IFRS 17 by two years to annual periods beginning on or after 1 January 2023

*  Additional scope exclusion for credit card contracts and similar contracts that provide insurance coverage as
well as optional scope exclusion for loan contracts that transfer significant insurance risk

¢ Recognition of insurance acquisition cash flows relating to expected contract renewals, including transition
provisions and guidance for insurance acquisition cash flows recognized in a business acquired in a business
combination

*  Clarification of the application of IFRS 17 in interim financial statements allowing an accounting policy choice
at a reporting entity level

*  Clarification of the application of contractual service margin (CSM) attributable to investment-return service
and investment-related service and changes to the corresponding disclosure requirements

¢  Extension of the risk mitigation option to include reinsurance contracts held and non-financial derivatives

¢ Amendments to require an entity that at initial recognition recognises losses on onerous insurance contracts
issued to also recognise a gain on reinsurance contracts held
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JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Notes to the financial statements (In ‘000 GEL)
As at December 31, 2022

¢ Simplified presentation of insurance contracts in the statement of financial position so that entities would
present insurance contract assets and liabilities in the statement of financial position determined using portfolios
of insurance contracts rather than groups of insurance contracts

*  Additional transition relief for business combinations and additional transition relief for the date of application
of the risk mitigation option and the use of the fair value transition approach

Extension of the Temporary Exemption from Applying IFRS 9 (Amendments to IFRS 4)

The amendment changes the fixed expiry date for the temporary exemption in IFRS 4 Insurance Contracts from applying
IFRS 9 Financial Instruments, so that entities would be required to apply IFRS 9 for annual periods beginning on or after
1 January 2023.

Classification of Liabilities as Current or Non-current — Deferral of Effective Date (Amendment to IAS 1)

The amendment defers the effective date of the January 2020 amendments by one year, so that entities would be required
to apply the amendment for annual periods beginning on or after 1 January 2023.

Deferred Tax related to Assets and Liabilities arising from a Single Transaction (Amendments to IAS 12)

The amendments clarify that the initial recognition exemption does not apply to transactions in which equal amounts of
deductible and taxable temporary differences arise on initial recognition.

Annual reporting periods beginning on or after 1 January 2023
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JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Notes to the financial statements (In ‘000 GEL)

As at December 31, 2022

5.  PROPERTY, PLANT AND EQUIPMENT

- Office
Ma(fhmery equipment and Vehicles e Total
and equipment . improvements
fittings

At 31 December 2020 134 147 414 1 695
Additions - = - -
Disposal (4) (5) (272) - (280)
At 31 December 2021 130 141 142 1 415
Additions - 4 27 - 31
Disposal - 7 (43) - (50)
At 31 December 2022 130 138 126 1 396
Accumulated Depreciation -
At 31 December 2020 91 136 252 1 481
Depreciation charge 15 6 51 73
Disposal 3) (5) (187) (195)
At 31 December 2021 104 138 116 1 358
Depreciation charge 15 3 19 37
Disposal - @ (37) (44)
At 31 December 2022 119 134 98 1 351
Carrying amount
At 31 December 2020 43 10 162 - 215
At 31 December 2021 26 4 27 - 57
At 31 December 2022 11 5 29 - 45

6. CONTRACTUAL ASSETS

Contractual assets consist of the guarantee coverage related to the rehabilitation works of the highways. The main
contractor is State Subordinate Agency Roads Department of Georgia of the ministry of regional Development. The
guarantee coverage is issued by Ardi Insurance JSC. As at December 31, 2022 The contractual assets amount is GEL 284K

7. PREPAYMENTS

Within the framework of the agreement signed with State Subordinate Agency Roads Department of Georgia of the
ministry of regional Development, the company has hired several large contractors. Prepayments are related to the
advances paid to the above-mentioned contractors construction purposes. The balance of the prepayments as at December

31,2022 is GEL 159K.

8. TRADE AND OTHER RECEIVABLES

Trade and other receivables 31-Dec-2022 31-Dec-2021
Trade receivables 1,893 2,268
Prepaid salary 32 -
Other receivables - 1
Advances paid 108 -

2,033 2,269
Allowance for doubtful debts (1,561) (1,696)
Total Trade and other receivables 472 572
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JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Notes to the financial statements (In ‘000 GEL)

As at December 31, 2022

Allowance for doubtful debts are given in the table below:

31.12.2022
<30 31-60 61-90 91-180 181-360 >360 Total
Amount (79) (149) (229) (28) (16) (1,532) (2,033)
Reserve percentage 0% 2% 5% 25% 50% 100%
Reserve - 3) (11) (7) (8) (1,532) (1,561)
31.12.2021
<30 31-60 61-90 91-180 181-360 >360 Total
Amount (159) 6) (167) (562) (1,373) (2,267)
Reserve percentage 0% 2% 5% 25% 50% 100%
Reserve = () (42) (281) (1,373) (1,696)
9.  CASH AND CASH EQUIVALENTS
Cash and cash equivalents 31-Dec-2022 31-Dec-2021
Cash at bank in national currency 67 395
Cash at bank in foreign currency = 148
67 542

Total Cash and cash equivalents

Cash balances on bank accounts can be classified as risk free, considering the fact that the banks where the company has
current accounts are reliable and well-known Georgian credit institutions.

10. LOANSISSUED

Loans issued 31-Dec-2022 31-Dec-2021
Loan issued 43 53
Accrued interest 11 9
Total Loans issued 54 62
The loan receivable amount is only related to the loan issued to Avenue Mehanizacija D.O.O.
11. TRADE AND OTHER PAYABLES
Trade and other payables 31-Dec-2022 31-Dec-2021
Trade Payables 417 613
Salary Payable 113 70
Other Payables 38 39
Payable to related party = -
Total Trade and other payables 568 722
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JSC INSTITUT IGH, joint-stock company for research and development in civil engineering

Notes to the financial statements (In ‘000 GEL)
As at December 31, 2022

12.  BORROWINGS

The company received the loan from the head office Joint-stock company JSC INSTITUT IGH, Joint
research and development in civil engineering — Croatia. The interest rate on a loan is 3%.

not defined.

-stock company for
The maturity date of loans is

13. REVENUE
Revenue 2022 2021
Operating income 1,814 1,093
Accrued income - =
Total Revenue 1,814 1,093
Operating income includes:
2022 2021
Design services Sno-Juta 1,624 809
Supervision Services for modernization and repair works - Management
services - 35
Other 2 -
Laboratory 148 76
School Rehabilitation 40 173
Total operating income 1,814 1,093
14, COST OF SALE
Cost of sale 2022 2021
Small Inventory 23 6
Fuel 37 26
Depreciation Cost 16 15
Salary costs 416 -
Sub-Contractor expenses 738 84
Total Cost of sale 1,230 132

The sub-contractor expenses are related to the Supervision Services for modernization and repair works, School

Rehabilitation, Design and laboratory services.

15. GENERAL AND ADMINISTRATIVE EXPENSES

General and administrative expenses 2022 2021
Other expenses 91 97
Production expenses 40 4
Salary expenses 499 531
Utility expenses 71 72
Consulting expenses 27 189
Postal fee expenses - 1
Depreciation expense 22 58
Other related costs 21 11
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JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Notes to the financial statements (In ‘000 GEL)
As at December 31, 2022

Tax expenses

Total General and administrative expenses 771 968

Significant part of general and administrative expenses of the Company comprises expenses associated with wages and

salaries.

16. OTHER NON-OPERATING INCOME

The main part of the non-operating income is related to the income received from the realization of the fixed assets,
Specifically, from the realization of the vehicles and reverse of prior year bad and doubtful receivables reserve was
recovered in 2022Y. Other non-operating income is 348Kgel in 2022 and 110Kgel in 2021.

17.  CONTINGENCIES, COMMITMENTS AND OPERATING RISK

Tax legislation

Georgian tax and customs legislation is subject to varying interpretations, and changes, which can occur frequently.
Management's interpretation of such legislation as applied to the transactions and activity of the Company may be
challenged by the relevant authorities. The Georgian tax authorities may be taking a more assertive and sophisticated
approach in their interpretation of the legislation and tax examinations and it is possible that transactions and activities
that have not been challenged in the past may be challenged. As a result, significant additional taxes, penalties and interest
may be assessed. Management believes that its interpretation of the relevant legislation is appropriate and the Company’s
tax, currency legislation and customs positions will be sustained. Accordingly, at 31 December 2022 no provision for
potential tax liabilities was recorded.

18. FINANCIAL RISK MANAGEMENT

The risk management function within the Company is carried out in respect of financial risks, operational risks and legal
risks. Financial risk comprises market risk (including currency risk, interest rate risk and other price risk), credit risk and
liquidity risk. The primary objectives of the financial risk management function are to establish risk limits, and then
ensure that exposure to risks stays within these limits. The operational and legal risk management functions are intended
to ensure proper functioning of internal policies and procedures to minimise operational and legal risks

Market risk

The Company takes on exposure to market risks. Market risks arise from open positions in (a) foreign currencies, (b)
interest bearing assets and liabilities and (c) equity products, all of which are exposed to general and specific market
movements. Management sets limits on the value of risk that may be accepted, which is monitored on a daily basis.
However, the use of this approach does not prevent losses outside of these limits in the event of more significant market
movements. Sensitivities to market risks included below are based on a change in a factor while holding all other factors
constant. In practice this is unlikely to occur and changes in some of the factors may be correlated — for example, changes

in interest rate and changes in foreign currency rates.

Currency risk

Currency risk is the risk that the financial results of the Company will be adversely impacted by changes in exchange
rates to which the Company is exposed. The Company undertakes certain transactions denominated in foreign currencies.
The Company does not use any derivatives to manage foreign currency risk exposure, at the same time the management
of the Company is trying to mitigate such risk by managing monetary assets and liabilities in foreign currency on
Company level.
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JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Notes to the financial statements (In ‘000 GEL)
As at December 31, 2022

Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with financial liabilities.
The Company is exposed to daily calls on its available cash resources. Management monitors monthly rolling forecasts of
the Company’s cash flows. The Company’s liquidity portfolio comprises cash and cash equivalents . Management
estimates that the liquidity portfolio of cash and bank deposits except for the restricted cash can be realized in cash within
a day in order to meet unforeseen liquidity requirements.

The table below shows liabilities as at 31 December 2022 and 31 December 2021 by their remaining contractual maturity.
The amounts disclosed in the maturity table are the contractual undiscounted cash flows. Such undiscounted cash flows
differ from the amount included in the statement of financial position because the statement of financial position amount
is based on discounted cash flows. Foreign currency payments are translated using the spot exchange rate at the end of

the reporting period.

The maturity analysis of financial liabilities as at 31 December 2022 and 31 December 2021 are as follows:

Financial liabilities 31-Dec-21 Uptolyear From1to5years Over5 years total
Trade and other payables 722 - - 722
Total financial liabilities 722 - - 722
Financial liabilities 31-Dec-22 Uptolyear From1to5years Over5 years total
Trade and other payables 568 - - 568
Total financial liabilities 568 - - 568
Financial Assets 31-Dec-21 Uptolyear From1to5years Over5 years total
Trade and other receivables 572 572
Prepayments - S
Loans issued 62 62
Cash and cash equivalents 542 542
Total Financial Assets 1,177 1,177
Financial Assets 31-Dec-22 Uptolyear From1to5years Over5 years total
Trade and other receivables 472 472
Prepayments 159 159
Loans issued 54 54
Cash and cash equivalents 67 67
Total Financial Assets 751 - - 751

Capital management

Capital management is performed by the owners of the Company based on their requirements with respect to optimal
capital structure of the Company. The Company only manages its capital structure with respect to legal requirements in
the jurisdictions where the Company operates.

19. FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is defined as the amount at which the instrument could be exchanged in a current transaction between
knowledgeable willing parties in an arm’s length transaction, other than in forced or liquidation sale,
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JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Notes to the financial statements (In ‘000 GEL)
As at December 31, 2022

The estimates presented herein are not necessarily indicative of the amounts the Company could realize in a market
exchange from the sale of its full holdings of a particular instrument. The fair value of financial assets and liabilities
compared with the corresponding carrying amount in the statement of financial position of the Company is presented

below:

31-Dec-22 31-Dec-22 31-Dec-21  31-Dec-21

Carrying value Fair value  Carrying value  Fair value

Cash and cash equivalents 67 67 542 542
Trade and other receivables 472 472 572 572
Prepayments 159 159 * =
Trade and other payables 568 568 722 722

20. BALANCES AND TRANSACTIONS WITH RELATED PARTIES
Related parties or transactions with related parties, as defined by IAS 24 “Related party disclosures”, represent:

(a) Parties that directly, or indirectly through one or more intermediaries: control, or are controlled by, or are under
common control with, the Company (this includes parents, subsidiaries and fellow subsidiaries); have an interest in the
Company that gives then significant influence over the Company; and that have joint control over the Company;

(b) Associates - enterprises on which the Company has significant influence and which is neither a subsidiary nor a joint

venture of the investor;

(c) Joint ventures in which the Company is a venture;
(d) Members of key management personnel of the Company or its parent;

(e} Close members of the family of any individuals referred to in (a) or (d);

{f) Parties that are entities controlled, jointly controlled or significantly influenced by, or for which significant voting
power in such entity resides with, directly or indirectly, any individual referred to in (d) or (e); or

(g) Post-employment benefit plans for the benefit of employees of the Company, or of any entity that is a related party
of the Company.

The following transactions were carried out with related parties:

The Company is owned (100%) by Joint-stock company JSC INSTITUT IGH, Joint-stock company for research and
development in civil engineering — Croatia. The Company's related parties include its shareholders and key management

and others as described below.

During the reporting year the Company had the following transactions with the related parties and as of the reporting
date had the following outstanding balances.

000 GEL Year ended 31 December 2022
Shareholders
Loans issued 43
Accrued interest receivables 11
Accrued interest payable
Key management and close family members
Salaries and bonuses 225
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JSC INSTITUT IGH, joint-stock company for research and development in civil engineering
Notes to the financial statements (In ‘000 GEL)
As at December 31, 2022

000 GEL Year ended 31 December 2021
Shareholders
Loans issued 52
Accrued interest receivables 9
Accrued interest payable -
Key management and close family members
Salaries and bonuses 251

Ultimate controlling party

Joint-stock company JSC INSTITUT IGH, Joint-stock company for research and development in civil engineering -

Croatia.

21. GOING CONCERN

The financial statements have been prepared on a going concern basis, which means that the Company will be able to
meet the repayment terms of its credit services.

22. EVENTS AFTER THE REPORTING PERIOD

This financial statement was approved for issuing by management on April 5, 2023. The subsequent events are indicated

below:

= On January 16th, 2023 The company has signed the contract with the State Subordinate Agency Roads
Department of Georgia of the ministry of regional Development. Duration of the contract is one year. The
amount of the service is GEL 68K

- The company Plans to reimburse loan to Head Office, Zagreb Croatia per agreement dated 30.07.2021. The
amount of reimbursement is considered to be GEL 300K

- The company Plans to computer software and programs, purchase new licenses. Approximate amount to
be paid is GEL 50K

- The company Plans participate in new road design tender announced by the State Subordinate Agency
Roads Department of Georgia of the ministry of regional Development. The total tender amount is GEL

1,150K

- The company Plans to prepare road design in Croatia under sub-contract to Head Office. The amount of
the service is considered to be EUR 50K
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