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CONSTRUCTION MACHINERY GEORGIA LLC

STATEMENT OF MANAGEMENT’S RESPONSIBILITIES FOR THE PREPARATION AND APPROVAL OF
THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2023

Management is responsible for the preparation of the financial statements that present fairly the financial position of
Construction Machinery Georgia LLC (the “Company™) as of 31 December 2023 and the results of its operations, changes
in equity and cash flows for the year ended 31 December 2023, in compliance with International Financial Reporting
Standards (“IFRS”).

In preparing the financial statements, management is responsible for:

. Properly selecting and applying accounting policies;

o Presenting information, including accounting policies, in a manner that provides relevant, reliable, comparable
and understandable information;

o Providing additional disclosures when compliance with the specific requirements in IFRS are insufficient to
enable users to understand the impact of particular transactions, other events and conditions on the Company's
financial position and financial performance;

. Making an assessment of the Company's ability to continue as a going concern.

. Disclosing the information in the management report as required by the Law of Georgia on Accounting,
Reporting and Auditing;

° Preparing the management report consistent with the financial statements.

Management is also responsible for:

o Designing, implementing and maintaining an effective and sound system of internal controls, throughout the
Company;

v Maintaining adequate accounting records that are sufficient to show and explain the Company's transactions and
disclose with reasonable accuracy at any time the financial position of the Company, and which enable them to
ensure that the financial statements of the Company comply with IFRS;

° Maintaining statutory accounting records in compliance with Georgian legislation and IFRS;

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

o Detecting and preventing fraud and other irregularities.

The financial statements of the Company for the year ended 31 December 2023 were approved by management on 5
August 2024.

On behalf of Management:

L Y /4
i y/4
W Korneli Giorgadze

Acting director Head of financ




CONSTRUCTION MACHINERY GEORGIALLC

STATEMENT OF MANAGEMENT’S RESPONSIBILITIES FOR THE PREPARATION AND APPROVAL OF
THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2023

Management is responsible for the preparation of the financial statements that present fairly the financial position of
Construction Machinery Georgia LLC (the “Company”) as of 31 December 2023 and the results of its operations, changes
in equity and cash flows for the year ended 31 December 2023, in compliance with International Financial Reporting
Standards (“IFRS”).

In preparing the financial statements, management is responsible for:

o Properly selecting and applying accounting policies;

. Presenting information, including accounting policies, in a manner that provides relevant, reliable, comparable
and understandable information;

. Providing additional disclosures when compliance with the specific requirements in IFRS are insufficient to
enable users to understand the impact of particular transactions, other events and conditions on the Company's
financial position and financial performance;

o Making an assessment of the Company's ability to continue as a going concern.

. Disclosing the information in the management report as required by the Law of Georgia on Accounting,
Reporting and Auditing;

o Preparing the management report consistent with the financial statements.

Management is also responsible for:

. Designing, implementing and maintaining an effective and sound system of internal controls, throughout the
Company;

. Maintaining adequate accounting records that are sufficient to show and explain the Company's transactions and
disclose with reasonable accuracy at any time the financial position of the Company, and which enable them to
ensure that the financial statements of the Company comply with IFRS;

o Maintaining statutory accounting records in compliance with Georgian legislation and IFRS;

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

. Detecting and preventing fraud and other irregularities.

The financial statements of the Company for the year ended 31 December 2023 were approved by management on 5
August 2024.

On behalf of Management:

Giorgi Beridze Korneli Giorgadze
Acting director Head of finance
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INDEPENDENT AUDITOR’S REPORT
To the Shareholder and the management of Construction Machinery Georgia LLC
Opinion

We have audited the financial statements of Construction Machinery Georgia LLC (the “Company”), which comprise
the statement of financial position as at 31 December 2023, the statement of profit or loss and other comprehensive
income, statement of changes in equity and statement of cash flows for the year then ended, and notes to

the financial statements, including material accounting policy information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of
the Company as at 31 December 2023, and its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards (“IFRS”).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (“ISAs”). Our responsibilities under
those standards are further described in the 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’ International Code of Ethics for Professional Accountants (including International Independence
Standards) (the “IESBA Code”) and we have fulfilled our ethical responsibilities in accordance with the IESBA Code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Other Information

Other information consists of the information included in the Management Report of the Company, other than the
financial statements and our auditor’s report thereon. Management is responsible for the other information. The
Management Report of the Company is expected to be made available to us after the date of this auditor’s report.

Our opinion on the financial statements does not cover the other information and we will not express any form of
assurance conclusion thereon in our report on the audit of the financial statements.

In connection with our audit of the financial statements, our responsibility is to read the other information identified
above when it becomes available and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated.
If, based on the work we performed, we conclude that there is a material misstatement of this other information, we
are required to report that fact.

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

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
IFRSs, and for such internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited (“DTTL”), its global network of member firms, and their related entities (collectively, the “Deloitte organization”).
DTTL (also referred to as “Deloitte Global”) and each of its member firms and related entities are legally separate and independent entities, which cannot obligate or bind each other
in respect of third parties. DTTL and each DTTL member firm and related entity is liable only for its own acts and omissions, and not those of each other. DTTL does not provide
services to clients. Please see www.deloitte.com/about to learn more.

© 2024 Deloitte & Touche LLC. All rights reserved.
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Deloitte.

In preparing the financial statements, management is responsible for assessing the Company’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless management either intends to liquidate the Company or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional skepticism
throughout the audit. We also:

e |dentify 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.

e 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.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Company’s ability to continue as a going concern. If we conclude that
a material uncertainty exists, we are required to draw attention in our auditor’s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Company to cease to continue as a going concern.

e  Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that we identify
during our audit.

I Soyly

Shota Nanitashvili (Reg# SARAS-A-957146)
on behalf of Deloitte and Touche LLC (Reg# SARAS-F-107265)
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5 August 2024
Thilisi, Georgia
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In preparing the financial statements, management is responsible for assessing the Company’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless management either intends to liquidate the Company or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional skepticism
throughout the audit. We also:

e 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.

e 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.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Company’s ability to continue as a going concern. If we conclude that
a material uncertainty exists, we are required to draw attention in our auditor’s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Company to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that we identify
during our audit.

Shota Nanitashvili (Reg# SARAS-A-957146)
on behalf of Deloitte and Touche LLC (Reg# SARAS-F-107265)

5 August 2024
Thilisi, Georgia



CONSTRUCTION MACHINERY GEORGIA LLC

Statement of financial position
As at 31 December 2023

(Amounts in thousands of Georgian Lari)

31 December

31 December

Note 2023 2022
ASSETS
Non-current assets
Property, plant and equipment 9 5
Intangible assets 9 10
Right-of-use assets 841 340
Total non-current assets 859 388
Current assets
Inventories 6 11,611 21,909
Trade and other receivables 8 3,271 887
Prepayments 4,207 1,045
Tax assets, other than income tax — 150
Loans issued 7 379 3,540
Cash and cash equivalents 9 115 47
Total current assets 19,583 27.578
TOTAL ASSETS 20,442 27,933
EQUITY
Charter capital - -
Accumulated deficit (3,125) (1,108)
TOTAL EQUITY (3,125) (1,108)
LIABILITIES
Non-current liabilities
Lease liabilities 603 183
Total non-current liabilities 603 183
Current liabilities
Borrowings 10 5,464 1,940
Lease liabilities 268 152
Trade and other payables 11 8,413 15,636
Financial guarantee contracts 17 5,706 1,055
Tax payables 85 -
Contract liabilities 12 3,028 10,075
Total current liabilities 22,964 28,858
TOTAL LIABILITIES 23,567 29,041
TOTAL EQUITY AND LIABILITIES 20,442 27,933

Approved for issue and signed on 5 August 2024

A

G. . e —"“/
Acting director
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Head of finance




CONSTRUCTION MACHINERY GEORGIA LLC

Statement of financial position
As at 31 December 2023

(Amounts in thousands of Georgian Lari)

31 December

31 December

Note 2023 2022
ASSETS
Non-current assets
Property, plant and equipment 9 5
Intangible assets 9 10
Right-of-use assets 841 340
Total non-current assets 859 355
Current assets
Inventories 6 11,611 21,909
Trade and other receivables 8 3,271 887
Prepayments 4,207 1,045
Tax assets, other than income tax - 150
Loans issued 7 379 3,540
Cash and cash equivalents 9 115 47
Total current assets 19,583 27,578
TOTAL ASSETS 20,442 27,933
EQUITY
Charter capital - -
Accumulated deficit (3,125) (1,108)
TOTAL EQUITY (3,125) (1,108)
LIABILITIES
Non-current liabilities
Lease liabilities 603 183
Total non-current liabilities 603 183
Current liabilities
Borrowings 10 5,464 1,940
Lease liabilities 268 152
Trade and other payables 11 8,413 15,636
Financial guarantee contracts 17 5,706 1,055
Tax payables 85 -
Contract liabilities 12 3,028 10,075
Total current liabilities 22,964 28,858
TOTAL LIABILITIES 23,567 29,041
TOTAL EQUITY AND LIABILITIES 20,442 27,933

Approved for issue and signed on 5 August 2024

Giorgi Beridze
Acting director

Korneli Giorgadze

Head of finance

The accompanying notes on pages 8 to 27 are an integral part of these financial statements



CONSTRUCTION MACHINERY GEORGIA LLC
Statement of profit or loss and other comprehensive income
For the year ended 31 December 2023

(Amounts in thousands of Georgian Lari)

Note 2023 2022
Revenue from contracts with customers 12 62,588 31,304
Cost of sales 13 (55,965) (29,564)
Gross profit 6,623 1,740
General and administrative expenses 14 (1,987) (885)
Selling and distribution expenses (966) (587)
Other operating income 289 53
Other operating expenses (667) (79)
Operating profit 3,292 242
Finance income 15 680 1,373
Finance costs 16 (907) (419)
Profit before income tax 3,065 1,196
Income tax expense - -
Profit for the year 3,065 1,196
Other comprehensive income - -
Total comprehensive income 3,065 1,196
Approved for issue and signed on 5 August 2024
I e

W

Acting director

Korneli Giorgadz
Head of finance
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CONSTRUCTION MACHINERY GEORGIALLC
Statement of profit or loss and other comprehensive income
For the year ended 31 December 2023

(Amounts in thousands of Georgian Lari)

Note 2023 2022
Revenue from contracts with customers 12 62,588 31,304
Cost of sales 13 (55,965) (29,564)
Gross profit 6,623 1,740
General and administrative expenses 14 (1,987) (885)
Selling and distribution expenses (966) (587)
Other operating income 289 53
Other operating expenses (667) (79
Operating profit 3,292 242
Finance income 15 680 1,373
Finance costs 16 (907) (419)
Profit before income tax 3,065 1,196
Income tax expense - -
Profit for the year 3,065 1,196
Other comprehensive income - -
Total comprehensive income 3,065 1,196

Approved for issue and signed on 5 August 2024

Giorgi Beridze
Acting director

Korneli Giorgadze
Head of finance

The accompanying notes on pages 8 to 27 are an integral part of these financial statements



CONSTRUCTION MACHINERY GEORGIA LLC
Statement of changes in equity

For the year ended 31 December 2023

(Amounts in thousands of Georgian Lari)

Charter Accumulated Total

Capital deficit equity
Balance at 1 January 2022 - (1,473) (1,473)
Profit for the year - 1,196 1,196
Total comprehensive income for the year 1,196 1,196
?l:“ llt;anmal guarantees issued to the Parent and its subsidiaries (Note B (831) 831
Balance at 31 December 2022 - (1,108) (1,108)
Profit for the year — 3,065 3,065
Total comprehensive income for the year 3,065 3,065
?Flllganual guarantees issued to the Parent and its subsidiaries (Note 3 (5,082) (5,082)
Balance at 31 December 2023 - (3,125) (3,128)

Approved for issue and signed on 5 August 2024

Giugrm

Acting director

{22/
U7 7
Korneli Giorgadze/
Head of finance



CONSTRUCTION MACHINERY GEORGIALLC
Statement of changes in equity

For the year ended 31 December 2023

(Amounts in thousands of Georgian Lari)

Charter Accumulated Total
Capital deficit equity
Balance at 1 January 2022 - (1,473) (1,473)
Profit for the year - 1,196 1,196
Total comprehensive income for the year 1,196 1,196
gllr;anmal guarantees issued to the Parent and its subsidiaries (Note B (831) (831)
Balance at 31 December 2022 - (1,108) (1,108)
Profit for the year - 3,065 3,065
Total comprehensive income for the year 3,065 3,065
gllr;anmal guarantees issued to the Parent and its subsidiaries (Note 3 (5,082) (5,082)
Balance at 31 December 2023 - (3,125) (3,125)
Approved for issue and signed on 5 August 2024
Giorgi Beridze Korneli Giorgadze
Acting director Head of finance

The accompanying notes on pages 8 to 27 are an integral part of these financial statements



CONSTRUCTION MACHINERY GEORGIA LLC
Statement of cash flows

For the year ended 31 December 2023

(Amounts in thousands of Georgian Lari)

Note 2023 2022

Cash flows from operating activities
Profit before income tax 3,065 1,196
Adjustments for:
Depreciation and impairment of property, plant and equipment and

right-of-use assets 417 143
Amortization of intangible assets 8 2
Gain from remeasurement of financial guarantee 17 (431) (1,236)
Provision for expected credit losses for trade and other receivables 8 629 53
Income from termination of lease agreements (3) -
Interest income 15 (249) (137)
Interest expense 16 726 245
Trade payables forgiven (108) =
Foreign exchange loss, net 16 174 174
Write-down of inventories to net realizable value 22 -
Operating cash flows before working capital changes 4,250 440
Changes in trade and other receivables (2,896) (307)
Changes in tax assets, other than income tax 150 (149)
Changes in prepayments (3,162) (1,045)
Changes in inventories 10,276 (21,909)
Changes in trade and other payables (7,189) 15,435
Changes in contract liabilities (7,047) 10,079
Changes in tax payables 85 -
Changes in working capital (9,783) 2,104
Income tax paid = -
Net cash (used in) / from operating activities (5,533) 2,544
Cash flows from investing activities
Purchase of property, plant and equipment (7) (6)
Acquisition of intangible assets 7 =
Loans issued 7 (5,148) (7,512)
Repayment of loans issued 7 8,245 4,090
Interest received 7 241 86
Net cash from / (used in) investing activities 3,324 (3,342)
Cash flows from financing activities
Payment of principal portion of lease liabilities (376) (114)
Repayment of interest on lease liabilities (73) (35)
Proceeds from borrowings 10 12,005 7,288
Repayment of principal portion of borrowings 10 (9,036) (6,118)
Interest paid 10 (209) (173)
Net cash from financing activities 2,311 848
Effect of exchange rate changes on cash and cash equivalents (34) 3)
Net increase in cash and cash equivalents 68 47
Cash and cash equivalents at the beginning of the year 47 -
Cash and cash equivalents at the end of the year 9 115 47

Approved for issue and signed on 5 August 2024
2.2
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Acting director
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Head of finance
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CONSTRUCTION MACHINERY GEORGIALLC
Statement of cash flows

For the year ended 31 December 2023

(Amounts in thousands of Georgian Lari)

Note 2023 2022

Cash flows from operating activities
Profit before income tax 3,065 1,196
Adjustments for:
Depreciation and impairment of property, plant and equipment and

right-of-use assets 417 143
Amortization of intangible assets 8 2
Gain from remeasurement of financial guarantee 17 (431) (1,236)
Provision for expected credit losses for trade and other receivables 8 629 53
Income from termination of lease agreements 3) -
Interest income 15 (249) (137)
Interest expense 16 726 245
Trade payables forgiven (108) -
Foreign exchange loss, net 16 174 174
Write-down of inventories to net realizable value 22 -
Operating cash flows before working capital changes 4,250 440
Changes in trade and other receivables (2,896) (307)
Changes in tax assets, other than income tax 150 (149)
Changes in prepayments (3,162) (1,045)
Changes in inventories 10,276 (21,909)
Changes in trade and other payables (7,189) 15,435
Changes in contract liabilities (7,047) 10,079
Changes in tax payables 85 -
Changes in working capital (9,783) 2,104
Income tax paid - -
Net cash (used in) / from operating activities (5,533) 2,544
Cash flows from investing activities
Purchase of property, plant and equipment @) (6)
Acquisition of intangible assets 7 -
Loans issued 7 (5,148) (7,512)
Repayment of loans issued 7 8,245 4,090
Interest received 7 241 86
Net cash from / (used in) investing activities 3,324 (3,342)
Cash flows from financing activities
Payment of principal portion of lease liabilities (376) (114)
Repayment of interest on lease liabilities (73) (35)
Proceeds from borrowings 10 12,005 7,288
Repayment of principal portion of borrowings 10 (9,036) (6,118)
Interest paid 10 (209) (173)
Net cash from financing activities 2,311 848
Effect of exchange rate changes on cash and cash equivalents (34 3)
Net increase in cash and cash equivalents 68 47
Cash and cash equivalents at the beginning of the year 47 -
Cash and cash equivalents at the end of the year 9 115 47

Approved for issue and signed on 5 August 2024

Giorgi Beridze
Acting director

Korneli Giorgadze
Head of finance

The accompanying notes on pages 8 to 27 are an integral part of these financial statements



CONSTRUCTION MACHINERY GEORGIALLC
Notes to financial statements 2023
(Amounts in thousands of Georgian Lari)

1. Construction Machinery Georgia LLC

Construction Machinery Georgia LLC (the “Company”), identification number 406338011, was incorporated on 19
August 2021 and is domiciled in Georgia. The Company is a limited liability company in accordance with Georgian law.
The Company’s registered address is Thilisi, Kakheti highway N63.

The Company is fully owned by Tegeta Motors LLC (the “Parent”) and the ultimate controlling party of the Company as
of 31 December 2023 and 2022 is Mr. Temur Kokhodze, citizen of Georgia (the “Ultimate Controlling Party”).

Construction Machinery Georgia LLC is an official dealer of brands LIEBHERR and Berco Aftermarket Srl in Georgia.
The company’s main business activity is retail sale of construction machinery and equipment and spare parts.

2. Material accounting policy information
(a) Basis of preparation

Financial statements of the Company (referred to as “the financial statements”) have been prepared in accordance with
International Financial Reporting Standards (IFRSs) as issued by the International Accounting Standards Board (IASB).

The financial statements have been prepared on a historical cost basis except for financial assets and financial liabilities
that are measured at fair value at initial recognition. The financial statements are presented in Georgian Lari (GEL) and
all values are rounded to the nearest thousands, except when otherwise indicated.

The Company’s ability to continue as a going concern has been reviewed by the Management. In adopting the going
concern basis for preparing the financial statements, the Management have considered the Company’s business activities,
strategy, principal risks and uncertainties in achieving its objectives, and performance. The Management have performed
an assessment of the Company’s financial forecasts and testing of key positions including financial plan and strategy
implementation, profitability, capital and solvency, liquidity. Based on this, the Management confirm that they have a
reasonable expectation that the Company have adequate resources to continue in operational existence for the 12 months
from the date the approval of these financial statements. The management is not aware of any material uncertainties
related to events or conditions that may cast significant doubt upon the Company’s ability to continue as a going concern.
Thus, they continue to adopt the going concern basis of accounting in preparing the financial statements.

The principal accounting policies applied in the preparation of these financial statements are set out below. These policies
have been consistently applied to all the periods presented, except for application of new and amended standards discussed
in Note 4 below.

(b)  Revenue from contracts with customers
Revenue from sale of goods and rendered services

Revenue from sale of goods is recognized at a point in time when control of the goods is transferred to the customer,
generally when the goods are handed over to the customers. The normal credit terms are 30 to 90 days upon transfer of
the goods. Revenue is recorded at an amount that reflects the consideration to which the Company expects to be entitled
in exchange for those goods. The Company determines whether it is a principal or an agent in these transactions by
evaluating the nature of its promise to the customer. The Company is a principal and records revenue on a gross basis if
it controls the promised goods before transferring them to the customer. The Company has generally concluded that it is
the principal in its revenue arrangements, except for the agency services, because it typically controls the goods before
transferring them to the customer.

Revenue from rendered services is recognized over time, using an input method to measure progress towards complete
satisfaction of the service, because the customer simultaneously receives and consumes the benefits provided by the
Company.

The Company considers whether there are other promises in the contract that are separate performance obligations to
which a portion of the transaction price needs to be allocated (e.g. warranties). In determining transaction price for the
sale of goods and rendering services the Company considers effects of variable consideration.



CONSTRUCTION MACHINERY GEORGIALLC
Notes to financial statements 2023
(Amounts in thousands of Georgian Lari)

2. Material accounting policy information (continued)
(b) Revenue from contracts with customers (continued)
Contract balances

Trade receivables

A receivable represents the Company’s right to an amount of consideration that is unconditional (i.e. only the passage of
time is required before payment of the consideration is due).

Contract liabilities

A contract liability is the obligation to transfer goods or services to a customer for which the Company has received
consideration (or an amount of consideration is due) from the customer. If a customer pays consideration before the
Company transfers goods or services to the customer, a contract liability is recognized when the payment is made or the
payment is due (whichever is earlier). Contract liabilities are recognized as revenue when the Company performs
obligations under the contract.

(c) Finance income and costs

Company’s finance income includes:
> Interest income;
> Gain from remeasurement of financial guarantee;

The Company’s finance costs include:

> Interest expense;

> Interest expenses on lease liabilities;

> The foreign currency loss on financial assets and financial liabilities;
> Other finance costs.

Interest income or expense is recognized using the effective interest rate method.

Foreign currency gains and losses are reported on a net basis as either finance income or finance costs depending on
whether foreign currency movements are in a net gain or net loss position.

Borrowing costs that are not directly attributable to the acquisition, construction or production of a qualifying asset are
recognized in profit or loss using the effective interest method.

(d)  Foreign currency

Transactions in foreign currencies are initially recorded by the Company at its respective functional currency spot rates
at the date the transaction first qualifies for recognition.

Monetary assets and liabilities denominated in foreign currencies are translated at the functional currency spot rates of
exchange at the reporting date.

Non-monetary items measured at fair value in a foreign currency are translated using the exchange rates at the date when
the fair value is determined. The gain or loss arising on translation of non-monetary items measured at fair value is treated
in line with the recognition of the gain or loss on the change in fair value of the item. Non-monetary items in a foreign
currency that are measured based on historical cost are translated using the exchange rate at the date of the transaction.



CONSTRUCTION MACHINERY GEORGIALLC
Notes to financial statements 2023
(Amounts in thousands of Georgian Lari)

2. Material accounting policy information (continued)
(d) Foreign currency (continued)

In determining the spot exchange rate to use on initial recognition of the related assets, expense or income (or part of it)
on the derecognition of a non-monetary asset or non-monetary asset or non-monetary liability relating to advance
consideration, the date of the transaction is the date on which the Company initially recognizes the non-monetary asset or
non-monetary liability arising from the advance consideration. If there are multiple payments or receipts in advance, the
Company determines the transaction date for each payment or receipt of advance consideration.

(e) Tax
Current income tax

The annual profit earned by entities other than banks, insurance companies and microfinance organizations is not taxed in
Georgia starting from 1 January 2017. Corporate income tax on distributed earnings is levied on profit distributed as
dividends to the shareholders that are individuals or non-residents of Georgia at the rate of 15/85 of net distribution. The
corporate income tax arising from the payment of dividends is accounted for as a liability and expense in the period in which
dividends are declared, regardless of the actual payment date or the period for which the dividends are paid. In certain
circumstances, deductions from income tax charge payable are available that are accounted as reduction of income tax
expense related to respective distribution. Due to the nature of the Georgian taxation system, no deferred tax assets and
liabilities arise for the entities registered in Georgia. Withholding tax payable in respect of dividend distribution to the
shareholders of the Company is recognized as deduction from equity in the statement of changes in equity.

Georgian tax legislation also provides for charging corporate income tax on certain transactions that are considered as
profit distributions (for example, transactions at non-market prices, non-business related expenses or supply of goods and
services free of charge). Taxation of such transactions is accounted similar to operating taxes and is reported as Taxes,
other than income tax within general and administrative expenses in profit and loss.

Value added tax (“VAT”)

Revenues, expenses and assets are recognized net of the amount of sales tax, except:

> When the sales tax incurred on a purchase of assets or services is not recoverable from the taxation authority, in
which case, the sales tax is recognized as part of the cost of acquisition of the asset or as part of the expense item,
as applicable;

> When receivables and payables are stated with the amount of sales tax included.

The net amount of sales tax recoverable from, or payable to, the taxation authority is included as part of taxes payable,
other than income tax or prepaid taxes, other than income tax, that are presented on net basis in the statement of financial
position.

Net presentation of tax assets and liabilities

Starting from 1 January 2016 changes were introduced in Georgian legislation on the rules of tax settlement. Based on
new rules, Revenue Service of Georgia monitors taxpayers’ net indebtedness towards to the State by introducing a
consolidated accounts of taxpayer. Therefore, the Company presents assets and liabilities related to all taxes payables or
receivables on a net basis.

()] Current versus non-current classification

The Company presents assets and liabilities in statement of financial position based on current/non-current classification.
An asset is current when it is:

> Expected to be realized or intended to sold or consumed in normal operating cycle;

> Held primarily for the purpose of trading;

> Expected to be realized within twelve months after the reporting period; or

> Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least
twelve months after the reporting period.
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CONSTRUCTION MACHINERY GEORGIALLC
Notes to financial statements 2023
(Amounts in thousands of Georgian Lari)

2. Material accounting policy information (continued)
j)] Current versus non-current classification (continued)
All other assets are classified as non-current.

A liability is current when:

> It is expected to be settled in normal operating cycle;

> It is held primarily for the purpose of trading;

> It is due to be settled within twelve months after the reporting period; or

> There is no unconditional right to defer the settlement of the liability for at least twelve months after the reporting
period.

The Company classifies all other liabilities as hon-current.
(9) Inventories

Inventories are valued at the lower of cost and net realizable value. Net realizable value is the estimated selling price in
the ordinary course of business, less the estimated selling expenses. The cost of spare parts and other inventories is
determined on the weighted average cost basis and includes expenditure incurred in acquiring the inventories and bringing
them to their existing location and condition. The cost of vehicles is determined on the specific identification basis.

(h)  Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity
instrument of another entity.

0] Financial assets
Initial recognition and measurement

Financial assets are classified at initial recognition, as subsequently measured at amortized cost, fair value through other
comprehensive income (OCI), and fair value through profit or loss. The Company determines the classification of its
financial assets at initial recognition.

The classification of financial assets at initial recognition depends on the financial asset’s contractual cash flow
characteristics and the Company’s business model for managing them. With the exception of trade receivables that do not
contain a significant financing component or for which the Company has applied the practical expedient, the Company
initially measures a financial asset at its fair value plus, in the case of a financial asset not at fair value through profit or
loss, transaction costs. Trade receivables that do not contain a significant financing component or for which the Company
has applied the practical expedient are measured at the transaction price determined under IFRS 15 revenue from contracts
with customers.

In order for a financial asset to be classified and measured at amortized cost or fair value through OCI, it needs to give
rise to cash flows that are ‘solely payments of principal and interest (SPPI)’ on the principal amount outstanding. This
assessment is referred to as the SPPI test and is performed at an instrument level.

The Company’s business model for managing financial assets refers to how it manages its financial assets in order to
generate cash flows. The business model determines whether cash flows will result from collecting contractual cash flows,
selling the financial assets, or both.

All regular way purchases and sales of financial assets are recognized on the trade date i.e. the date that the Company

commits to purchase or sell the asset. Regular way purchases or sales are purchases or sales of financial assets that require
delivery of assets within the period generally established by regulation or convention in the marketplace.
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CONSTRUCTION MACHINERY GEORGIALLC
Notes to financial statements 2023
(Amounts in thousands of Georgian Lari)

2. Material accounting policy information (continued)
(h) Financial instruments (continued)
Subsequent measurement

For purposes of subsequent measurement, financial assets are classified in four categories:

> Financial assets at amortized cost (debt instruments);
> Financial assets at fair value through OCI with recycling of cumulative gains and losses (debt instruments);
> Financial assets designated at fair value through OCI with no recycling of cumulative gains and losses upon

derecognition (equity instruments);

> Financial assets at fair value through profit or loss.
Financial assets at amortized cost (debt instruments)

This category is most relevant to the Company. The Company measures financial assets at amortized cost if both of the
following conditions are met:

> The financial asset is held within a business model with the objective to hold financial assets in order to collect
contractual cash flows; and

> The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

Financial assets at amortized cost are subsequently measured using the effective interest (EIR) method and are subject to
impairment. Gains and losses are recognized in profit or loss when the asset is derecognized, modified or impaired.

Company’s financial assets at amortized cost include trade receivables and loans issued.
Impairment of financial assets

Further disclosures related to impairment of financial assets are also provided in the following notes:

> Critical accounting estimates and assumptions — Note 5;
> Trade and other receivables — Note 8;
> Loans issued — Note 7;

The Company recognises an allowance for expected credit losses (ECLs) for all debt instruments not held at fair value
through profit or loss. ECLs are based on the difference between the contractual cash flows due in accordance with the
contract and all the cash flows that the Company expects to receive, discounted at an approximation of the original
effective interest rate. The expected cash flows will include cash flows from the sale of collateral held or other credit
enhancements that are integral to the contractual terms.

ECLs are recognised in two stages. For credit exposures for which there has not been a significant increase in credit risk
since initial recognition, ECLs are provided for credit losses that result from default events that are possible within the
next 12-months (a 12-month ECL). For those credit exposures for which there has been a significant increase in credit
risk since initial recognition, a loss allowance is required for credit losses expected over the remaining life of the exposure,
irrespective of the timing of the default (a lifetime ECL).

For trade receivables, the Company applies a simplified approach in calculating ECLs. Therefore, the Company does not
track changes in credit risk, but instead recognises a loss allowance based on lifetime ECLs at each reporting date. The
Company has established a provision matrix that is based on its historical credit loss experience, adjusted for forward-
looking factors specific to the debtors and the economic environment.

For funds held in credit institutions (cash and cash equivalent, bank deposits), loans issued and financial guarantee
contracts, the Company calculated ECLs based on the 12-month ECL. The 12-month ECL is the portion of lifetime ECLs
that results from default events on a financial instruments that are possible within 12 month after the reporting date.
However, when there has been a significant increase in credit risk since origination, the allowance will be based on the
lifetime ECL.
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CONSTRUCTION MACHINERY GEORGIALLC
Notes to financial statements 2023
(Amounts in thousands of Georgian Lari)

2. Material accounting policy information (continued)
(h)  Financial instruments (continued)

For loans and financial guarantees issued, the credit exposure is considered to experience significant increase in credit
risk or to be in default following significant deterioration of the credit quality, which is determined as a deterioration of
the counterparties credit rating by two positions from initial recognition, or establishment of the credit rating at a level of
Ca or below. The Company’s issued loans and guarantees are all to entities under common control, therefore their
repayments may not always follow the agreed schedule and they may be subject to multiple contract prolongations and
restructurings. Therefore, the Company does not consider overdue days as a trigger for significant increase in credit risk
or credit impairment. However, in certain cases, the Company may also consider a financial asset to be in default when
internal or external information indicates that the Company is unlikely to receive the outstanding contractual amounts in
full before taking into account any credit enhancements held by the Company. A financial asset is written off when there
is no reasonable expectation of recovering the contractual cash flows. Subsequent recoveries of amounts previously
written off decrease the charge for impairment of financial assets in the profit or loss.

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is primarily
derecognized (i.e., removed from the Company’s statement of financial position) when:

> The rights to receive cash flows from the asset have expired; or

> The Company has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay
the received cash flows in full without material delay to a third party under a ‘pass-through’ arrangement; and
either (a) the Company has transferred substantially all the risks and rewards of the asset, or (b) the Company has
neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred control of
the asset.
When the Company has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of ownership. When it has neither
transferred nor retained substantially all of the risks and rewards of the asset, nor transferred control of the asset, the
Company continues to recognize the transferred asset to the extent of its continuing involvement. In that case, the
Company also recognizes an associated liability. The transferred asset and the associated liability are measured on a basis
that reflects the rights and obligations that the Company has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of the

original carrying amount of the asset and the maximum amount of consideration that the Company could be required to
repay.

(i) Financial liabilities
Initial recognition and subsequent measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss, loans
and borrowings, payables, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.

All financial liabilities are recognized initially at fair value and, in the case of loans and borrowings and payables, net of
directly attributable transaction costs.

The Company’s financial liabilities as at 31 December 2023 include trade and other payables, borrowings, financial
guarantee contracts and lease liabilities. (2022: trade and other payables, borrowings, lease liability and financial
guarantee contracts).

Subsequent measurement

The measurement of financial liabilities depends on their classification, as described below:

Loans and borrowings

This is category most relevant to the Company. After initial recognition, borrowings are subsequently measured at

amortized cost using the EIR method. Gains and losses are recognized in profit or loss when the liabilities are
derecognized as well as though the EIR amortized process.
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CONSTRUCTION MACHINERY GEORGIALLC
Notes to financial statements 2023
(Amounts in thousands of Georgian Lari)

2. Material accounting policy information (continued)
(h)  Financial instruments (continued)

Amortized cost is calculated by taking-into account any discount or premium on acquisition and fees or cost that are an
integral part of the EIR. The EIR amortization is included as finance costs in the statement of profit or loss. This category
generally applies to borrowings.

Financial guarantee contracts

Financial guarantee contracts issued by the Company are those contracts that require a payment to be made to reimburse
the holder for a loss it incurs because the specified debtor fails to make a payment when due in accordance with the terms
of a debt instrument. Those financial guarantee contracts, which are integral part of the related loan agreements and bond
prospectuses, are recognised initially as a liability at fair value, adjusted for transaction costs that are directly attributable
to the issuance of the guarantee. Subsequently, the liability is measured at the higher of expected credit losses at the
reporting date measured under IFRS 9 requirements, and the amount recognised initially less cumulative amortization.

Derecognition
A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expires.

When an existing financial liability is replaced by another from the same lender on substantially different terms, or the
terms of an existing liability are substantially modified, such an exchange or modification is treated as a derecognition of
the original liability and the recognition of a new liability, and the difference in the respective carrying amounts is
recognized in the income statement.

(iii) Offsetting of financial instruments

Financial assets and liabilities are offset and the net amount is reported in the statement of financial position when there
is a legally enforceable right to set off the recognized amounts and there is an intention to settle on a net basis, or to realise
the asset and settle the liability simultaneously.

(i) Impairment of non-financial assets

The Company assesses, at each reporting date, whether there is an indication that an asset may be impaired. If any
indication exists, or when annual impairment testing for an asset is required, the Company estimates the asset’s
recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s (CGU) fair value
less costs to sell and its value in use. Recoverable amount is determined for an individual asset, unless the asset does not
generate cash inflows that are largely independent of those from other assets or groups of assets. When the carrying
amount of an asset or CGU exceeds its recoverable amount, the asset is considered impaired and is written down to its
recoverable amount.

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. In determining
fair value less costs to sell, recent market transactions are taken-into account. If no such transactions can be identified, an
appropriate valuation model is used. These calculations are corroborated by valuation multiples, quoted share prices for
publicly traded companies or other available fair value indicators.

The Company bases its impairment calculation on detailed budgets and forecast calculations, which are prepared
separately for each of the Company’s CGUs to which the individual assets are allocated. These budgets and forecast
calculations generally cover a period of four years. For longer periods, a long-term growth rate is calculated and applied
to project future cash flows after the fifth year.

Impairment losses of continuing operations, including impairment on inventories, are recognized in the profit or loss in
expense categories consistent with the function of the impaired asset.
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CONSTRUCTION MACHINERY GEORGIALLC
Notes to financial statements 2023
(Amounts in thousands of Georgian Lari)

2. Material accounting policy information (continued)
(i) impairment of non-financial assets (continued)

An assessment is made at each reporting date to determine whether there is an indication that previously recognized
impairment losses no longer exist or have decreased. If such indication exists, the Company estimates the asset’s or CGU’s
recoverable amount. A previously recognized impairment loss is reversed only if there has been a change in the
assumptions used to determine the asset’s recoverable amount since the last impairment loss was recognized. The reversal
is limited so that the carrying amount of the asset does not exceed its recoverable amount, nor exceed the carrying amount
that would have been determined, net of depreciation, had no impairment loss been recognized for the asset in prior years.
Such reversal is recognized in the statement of comprehensive income unless the asset is carried at revalued amount, in
which case, the reversal is treated as revaluation increase.

()] Fair value measurement

The Company measures financial instruments at fair value less cost to sell at initial recognition. Fair value is the price
that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants
at the measurement date. The fair value measurement is based on the presumption that the transaction to sell the asset or
transfer the liability takes place either:

> In the principal market for the asset or liability;

> In the absence of a principal market, in the most advantageous market for the asset or liability.
The principal or the most advantageous market must be accessible to by the Company.

The fair value of an asset or a liability is measured using the assumptions that market participants would use when pricing
the asset or liability, assuming that market participants act in their economic best interest.

The Company uses valuation techniques that are appropriate in the circumstances and for which sufficient data are
available to measure fair value, maximizing the use of relevant observable inputs and minimizing the use of unobservable
inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorized within
the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair value
measurement as a whole:

> Level 1 — quoted (unadjusted) market prices in active markets for identical assets or liabilities;

> Level 2 — valuation techniques for which the lowest level input that is significant to the fair value measurement is
directly or indirectly observable;

> Level 3 — valuation techniques for which the lowest level input that is significant to the fair value measurement is
unobservable.

For assets and liabilities that are recognized in the financial statements on a recurring basis, the Company determines
whether transfers have occurred between levels in the hierarchy by re-assessing categorization (based on the lowest level
input that is significant to the fair value measurement as a whole) at the end of each reporting period.

For the purpose of fair value disclosures, the Company has determined classes of assets and liabilities on the basis of the
nature, characteristics and risks of the asset or liability and the level of the fair value hierarchy as explained above.

(k)  Charter capital

The amount of the Company’s charter capital is defined by the Company’s charter. The changes in the Company’s charter
shall be made only based on the decision of the Company’s owners. The charter capital is recognized by the Company to
the extent that it was contributed by the owners to the Company.

() Cash and short term deposits

Cash and short-term deposits in the statement of financial position comprise cash at banks and on hand and short-term
deposits with a maturity of three months or less, which are subject to an insignificant risk of changes in value.

For the purpose of the statement of cash flows, cash and cash equivalents consist of cash and short-term deposits, as
defined above, net of outstanding bank overdrafts as they are considered an integral part of the Company’s cash
management.
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Notes to financial statements 2023
(Amounts in thousands of Georgian Lari)

3. Changes in accounting policies and disclosures
(8  New and amended standards and interpretations

The Company has not early adopted any other standard, interpretation or amendment that has been issued but is not yet
effective.

The following new or amended standards and interpretations became effective on 1 January 2023, but did not have
significant impact on the Company’s financial statements:
> IFRS 17- Insurance Contracts

> Amendments to IAS 8 - Accounting Policies, Changes in Accounting Estimates and Errors - Definition of
Accounting Estimates

> Amendments to IAS 1 - Presentation of Financial Statements and IFRS Practice Statement 2 Making Materiality
Judgements - Disclosure of Accounting Policies

> Amendments to 1AS 12 - Income Taxes- Deferred Tax related to Assets and Liabilities arising from a Single
Transaction; International Tax Reform—Pillar Two Model Rules

4, New standards and interpretations issued but not yet effective

The new and amended standards and interpretations that are issued, but not yet effective, up to the date of issuance of the
financial statements are disclosed below. The Company intends to adopt these new and amended standards and
interpretations, if applicable, when they become effective. These amendments are not expected to have a significant
impact on the Company’s financial statements.

> Amendments to IFRS 16: Lease Liability in a Sale and Leaseback

> Amendments to IAS 1: Classification of Liabilities as Current or Non—current; Non-current Liabilities with
Covenants.

> Amendments to IAS 7 and IFRS 7: Supplier Finance Arrangements.

> Amendments to IFRS 10 and IAS 28: Sale or Contribution of Assets between an Investor and its Associate or Joint
Venture.

5. Critical accounting estimates and assumptions

The preparation of the Company’s financial statements requires management to make judgments, estimates and
assumptions that affect the reported amounts of revenues, 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 assets or liabilities affected in future periods.

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that have
a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial
year, are described below. The Company based its assumptions and estimates on parameters available when the financial
statements were prepared. Existing circumstances and assumptions about future developments, however, may change due
to market changes or circumstances arising beyond the control of the Company. Such changes are reflected in the
assumptions when they occur.

Provision for expected credit losses of trade receivables

The Company has two approaches to calculate ECLs for trade receivables and contract assets: individual assessment and
collective approach. Individual approach is only used for significant counteragents, related parties and state organizations.

For the collective approach the Company uses a provision matrix to calculate ECLs for trade receivables and contract

assets. The provision rates are based on days past due for groupings of various customer segments that have similar loss
patterns.
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5. Critical accounting estimates and assumptions (continued)

The provision matrix is initially based on the Company’s historical observed default rates. The Company will calibrate
the matrix to adjust the historical credit loss experience with forward—looking information. At every reporting date, the
historical observed default rates are updated and changes in the forward—looking estimates are analyzed.

The Company’s historical credit loss experience and forecast of economic conditions may also not be representative of

customer’s actual default in the future. The information about the ECLs on the Company’s trade receivables and contract
assets is disclosed in Note 8.

6. Inventories

31 December 31 December
2023 2022
Goods for resale (at lower of cost and net realizable value) 10,299 9,783
Goods in transit (at lower of cost and net realizable value) 1,299 12,116
Other (at cost) 13 10
Total inventories 11,611 21,909

At 31 December 2023 the Company’s inventories, amounting to GEL 11,611 (2022: GEL 21,909) have been pledged to
third parties as collateral for bank borrowings.

7. Loans issued

31 December 31 December

2023 2022
Loans issued to related parties 379 3,540
Total loans issued 379 3,540
Movements in issued loans were as follows:

2023 2022
At 1 January 3,540 -
Loans issued 5,148 7,512
Repayment of loans issued (8,245) (4,090)
Interest received (236) (86)
Interest income 245 137
Netting with payables - (5)
Foreign exchange gain, net (73) 72
At 31 December 379 3,540
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Notes to financial statements 2023
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8. Trade and other receivables

31 December 31 December

2023 2022
Trade receivables 3,953 940
Less provision for expected credit losses (682) (53)
Total trade receivables 3,271 887

Analysis by credit quality of financial assets within trade receivables for the Company as at 31 December 2023 is

as follows:
30-90 90-180 180-360 >360
Current <30 days days days days days Total
Estimated total gross
carrying amount at default - 357 2,475 197 762 162 3,953
Expected credit loss - - 99 18 532 33 682
Expected loss rate 0% 0% 4.00% 9.12% 69.79% 20.38% 17.25%

Analysis by credit quality of financial assets within trade receivables for the Company as at 31 December 2022 is

as follows:
30-90 90-180 180-360 >360
Current <30 days days days days days Total

Estimated total gross

carrying amount at default - 197 105 124 514 - 940
Expected credit loss - - 20 11 22 - 53
Expected loss rate 0% 0% 19.05% 8.87% 4.28% 0% 5.64%
Movements in the provision for expected credit losses are as follows:

2023 2022

Provision for expected credit losses at 1 January 53 -
Charge for the year 629 53
Provision for expected credit losses at 31 December 682 53

9. Cash and cash equivalents

31 December 31 December
2023 2022

Current accounts with banks

115 47

Total cash and cash equivalents

115 47

Major cash and cash equivalents balances are held by the Company with Georgian commercial bank, having Standard

and Poor’s and Fitch rating of BB.
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10.  Borrowings

At 31 December 2023 the Company's borrowings amounted to GEL 5,464 (2022: GEL 1.940).

The table below summarizes outstanding loans received as at 31 December 2023:

Original Agreement Maturity
currency date date Lender Outstanding loan balance
GEL 2023 2024 Legal entity 1,761
GEL 2023 2023 Legal entity 965
EUR 2023 2023 Legal entity 2,722
usb 2023 2024 Legal entity 11
EUR 2023 2024 Other 5

5,464
The table below summarizes outstanding loans received as at 31 December 2022:
Original Agreement Maturity
currency date date Lender Outstanding loan balance
GEL 2022 2023 Legal entity 1,935
EUR 2022 2023 Other 5

1,940
Movements in borrowings were as follows:

2023 2022

At 1 January 1,940 10
Proceeds from borrowings 12,005 7,288
Interest expense (Note 16) 653 210
Interest payments (209) a73)
Principal repayments (9,036) (6,118)
Netting with receivables - 826
Foreign exchange loss / (gain), net 111 (103)
At 31 December 5,464 1,940

In the fiscal year 2023, the weighted average interest rates for loans denominated in the local currency was 14,72%, as
compared to the preceding fiscal year 2022, which was 15,25%. The average maturity period for these loans during the
fiscal year 2023 was 48 days, in contrast to the previous fiscal year 2022, where the average maturity period was 216
days.

Similarly, in the fiscal year 2023, the weighted average interest rates for loans denominated in foreign currency was
9,30%. The Company did not have outstanding loan principals in foreign currencies, the balance shown in the statement
represents guarantee interest as at 31 December 2022.
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11.  Trade and other payables

31 December 31 December
2023 2022
Trade payables 8,310 15,605
Accrued employee benefit costs 98 29
Other 5 2
Total trade and other payables 8,413 15,636
12. Revenue from contracts with customers
2023 2022

Revenue from sales of goods 62,455 31,301
Revenue from rendered services 133 3
Total revenues 62,588 31,304

Goods were transferred at a point in time during 2023 and 2022.

The Company has recognized the following revenue-related trade receivables and contract liabilities:

31 December 31 December
2023 2022
Trade receivables 3,271 887
Contract liabilities 3,028 10,075

Accounts receivable are recognized when the right to consideration becomes unconditional. Contract liabilities are
received consideration from the customers and represent the Company’s obligation to transfer goods to these customers.

Contract liabilities of the Company in the amount of GEL 3,028 is expected to be recognized as revenue in 2024 related

to performance obligations that are unsatisfied at the reporting date. In 2023, the Company recognized revenue for nearly
all outstanding contract liabilities, that were included under current portion at the beginning of the reporting period.

13. Cost of sales

2023 2022
Cost of goods sold at a point of time (55,842) (29,557)
Cost of services rendered over time:
Staff costs (98) (5)
Purchased services (14) -
Other costs (11) (2)
Total cost of sales (55,965) (29,564)
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14.  General and administrative expenses

2023 2022
Professional services (987) (116)
Depreciation expense of right-of-use assets (414) (142)
Staff costs (413) (261)
Business trip expense (70) (94)
Audit Fee (21) -
Taxes other than on income (12) (22)
Depreciation and amortization (11) 3)
Expenses related to short-term leases and leases of low value assets 2 (207)
Other expenses (57) (40)
Total general and administrative expenses (1,987) (885)
15.  Finance income
Finance income 2023 2022
Gain from remeasurement of financial guarantee (Note 17) 431 1,236
Interest income 249 137
Total finance income 680 1,373
16.  Finance costs
Finance costs 2023 2022
Interest expense on borrowings (Note 10) (653) (210)
Foreign exchange loss, net (174) (174)
Interest expense on lease liabilities (73) (35)
Other ()] -
Total finance costs (907) (419)

17.  Contingencies and commitments
Assets pledged
The following assets were pledged as collateral towards the parent and sister companies’ borrowings from banks :

31 December 31 December
2023 2022

Inventories (Notes 6) 11,611 21,909

Tax legislation

The taxation system in Georgia is relatively new and is characterized by frequent changes in legislation, official
pronouncements and court decisions, which are often unclear, contradictory and subject to varying interpretation by
different tax authorities. Taxes are subject to review and investigation by a number of government bodies, which have the
authority to impose severe fines, penalties and interest charges. Tax periods remain open to review by the tax authorities
for the three years.

Management believes that it has provided adequately for tax liabilities based on its interpretations of applicable Georgian
tax legislation, official pronouncements and court decisions. However, the interpretations of the relevant authorities could
differ and the effect on the financial statements, if the authorities were successful in enforcing their own interpretations,
could be significant.
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17. Contingencies and commitments (continued)

The following guarantees were issued in thousands of US Dollars and presented in GEL as at 31 December 2023:

Maximum Net book value of financial
Issuer Beneficiary — related parties  Currency exposure guarantee contracts
The Company Tegeta Prime Products GEL 31
The Company Toyota Center Tegeta LLC GEL 131
The Company Tegeta Tire Imports LLC GEL 280
The Company Tegeta Retail LLC GEL 47
The Company Tegeta Distributions LLC GEL 403,410 125
The Company Tegeta Logistics LLC GEL 34
The Company Tegeta Rentals GEL 1
The Company Tegeta Premium Vehicles LLC GEL 230
The Company Tegeta Car Rent LLC GEL 79
Total 403,410 958

The following guarantees were issued in thousands of US Dollars and presented in GEL as at 31 December 2022:

Maximum Net book value of financial

Issuer Beneficiary — related parties  Currency exposure guarantee contracts
The Company Tegeta Tire Imports LLC GEL 298
The Company Tegeta Truck and Bus LLC GEL 179
The Company Toyota Center Tegeta LLC GEL 405 300 172
The Company The Parent GEL ’ 146
The Company Tegeta Distribution LLC GEL 102
The Company Tegeta Premium Vehicles LLC GEL 82
The Company Tegeta Car Rent LLC GEL 76
Total 405,300 1,055

From the year 2023 the Company guarantees performance of the Parent company related to the bonds issued in 2022 and
2023.

Currenc Maximum Net book value of financial
y exposure guarantee contracts

The Parent GEL 290,884 4,748
Total 290,884 4,748
The rollforward of the guarantees issued by the Company was as follows:

2023 2022
Financial guarantees at 1 January 1,055 1,460
Guarantees issued during the year 5,082 831
Gain from remeasurement, included in the finance income (431) (1,236)
At 31 December 5,706 1,055

During 2023 the Parent and sister companies repaid part of the borrowings, respectively the Company remeasured
financial guarantee contracts for the guarantee and recognized gain of GEL 431. The gain is included in finance income.
In 2022 gain from remeasurement included in finance income was GEL 1,236.

Compliance with contractual covenants
The Company is subject to certain covenants related primarily to its parent and sister companies’ borrowings. Non—

compliance with such covenants may result in negative consequences for the Company. As at 31 December 2023, the
Company was in compliance with all the contractual covenants.
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18. Financial risk management

The Company’s principal financial liabilities comprise borrowings and trade and other payables. The main purpose of
these financial liabilities is to raise finances for the Company’s operations and investing activities. The Company has
trade receivables, amounts due from the financial institutions and cash and cash equivalents and loans issued that arrive
directly from its operations.

The Company is exposed to credit risk, foreign currency risk, liquidity risk and interest rate risk.

Credit risk

Credit risk is the risk that a counterparty will not meet its obligations under a financial instrument or customer contract,
leading to a financial loss. The Company is exposed to credit risk from its operating activities (primarily trade receivables)

and from its financing activities, including deposits with banks.

The Company’s maximum exposure to credit risk by class of assets is reflected in the carrying amounts of financial assets
in the statement of financial position.

31 December 31 December
2023 2022
Trade and other receivables (Note 8) 3,271 887
Loans issued (Note 7) 379 3,540
Cash and cash equivalents (Note 9) 115 47
Total maximum exposure to credit risk 3,765 4,474

Trade receivables

Credit quality of a customer is assessed based on extensive analyses and individual credit limits are defined in accordance
with this assessment. Most of the receivables are from the Parent and sister companies and major part were paid during
subsequent period. An impairment analysis is performed at each reporting date on an individual basis for receivables.
Outstanding customer receivables and contract assets are regularly and follows up on past due balances. Management
therefore considers it appropriate to provide ageing and other information about credit risk as disclosed in Note 18.

Also status of major customers and respective receivables are monitored on a daily basis.

Cash on current account and short-term deposits

The Company manages the credit risk by depositing the majority of available cash with well-known banks in Georgia.
Management of the Company continually monitors the status of the banks where deposits are maintained.

Market risk

Market risks arise from open positions in foreign currencies, 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.

Currency risk
The Company is exposed to currency risk to the extent that there is a mismatch between currencies in which sales,
purchases and borrowings are denominated and the respective functional currencies of the Company. The functional

currencies of the Company are primarily the Georgian Lari (GEL). The currencies in which these transactions primarily
are denominated are USD, EUR.
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18. Financial risk management (continued)
Currency risk (continued)

The table below summarizes the Company’s exposure to foreign currency exchange rate risk at the end of the reporting
period:

31 December 2023 31 December 2022
Monetary Monetary Monetary  Monetary
financial financial Net financial financial Net
assets liabilities position assets liabilities position
US Dollars 553 (2,029) (1,476) 649 (454) 195
Euros 2,862 (7,917) (5,055) 2,134 (6,508) (4,374)

The following table presents sensitivities of profit and loss and equity to reasonably possible changes in exchange rates
applied at the end of the reporting period relative to the functional currency of the Company with all other variables held
constant:
2023 2022
Impact on Impact on
profit or loss  profit or loss

US Dollar strengthening by 10% (148) 20
US Dollar weakening by 10% 148 (20)
Euro strengthening by 10% (506) (437)
Euro weakening by 10% 506 437

Interest rate risk

Company takes on exposure to the effects of fluctuations in the prevailing levels of market interest rates on its financial
position and cash flows. The table below summarizes the Company’s exposure to interest rate risks.

31 December 31 December
2023 2022

Borrowings 5,464 1,940

A reasonably possible change of 100 basis points in interest rates at the reporting date would have affected profit and the
loss of the Company by GEL 5,464 (2022: GEL 1,940). This analysis assumes that all other variables, in particular foreign
currency rates, remain constant.

Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with financial liabilities
that are settled by delivering cash or another financial asset. The Company’s approach to managing liquidity is to ensure,
as far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both normal and
stressed conditions, without incurring unacceptable losses or risking damage to the Company’s reputation.

The Company ensures that it has sufficient cash on demand to meet expected operational expenses for a period of
three months, including the servicing of financial obligations; this excludes the potential impact of extreme circumstances
that cannot reasonably be predicted, such as natural disasters.

The table below shows liabilities by their remaining contractual maturity. When the amount payable is not fixed, the

amount disclosed is determined by reference to the conditions existing at the end of the reporting period. Foreign currency
payments are translated using the spot exchange rate at the end of the reporting period.
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18. Financial risk management (continued)

Liquidity risk (continued)

The following are the remaining contractual maturities of financial liabilities at 31 December 2023. The amounts are
gross and undiscounted, and include estimated interest payments and exclude the impact of netting agreements.

Demand and Carryin

less than From1to From3to From1lto Over g
1 month 3 months 12 months 5 years 5 years Total amount
Borrowings 4,154 1,069 285 - - 5508 5,464
Lease liabilities 51 54 239 680 - 1,024 871

Financial guarantee

contracts 160 95 676 6,209 - 7,140 5,706
Trade and other payables 8,413 — - — — 8,413 8,413
Total future payments 12,778 1,218 1,200 6,889 — 22,085 20,454

The following are the remaining contractual maturities of financial liabilities at 31 December 2022. The amounts are
gross and undiscounted, and include estimated interest payments and exclude the impact of netting agreements.

Demand and

less than From1to From3to From1lto Over Carrying
1 month 3 months 12 months 5 years 5 years Total amount
Borrowings - - 2,080 - - 2,080 1,940
Lease liabilities 15 30 134 213 - 392 335

Financial guarantee
contracts 25 35 439 764 138 1,401 1,055
Trade and other payables 15,636 — — — — 15,636 15,636
Total future payments 15,676 65 2,653 977 138 19,509 18,966

19. Fair value of financial instruments

Fair value of financial assets and financial liabilities approximates carrying value.

For financial assets and financial liabilities that are liquid or having a short-term maturity (less than twelve months) it is
assumed that the carrying amounts approximate to their fair value.

All of the financial assets and financial liabilities for which fair values are disclosed are measured at level 3 of fair value
hierarchy, except for cash and cash equivalents, which is measured at level 1.
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20.  Balances and transactions with related parties

Parties are generally considered to be related if the parties are under common control or if one party has the ability to
control the other party or can exercise significant influence or joint control over the other party in making financial and
operational decisions. In considering each possible related party relationship, attention is directed to the substance of the

relationship, not merely the legal form.

At 31 December 2023, the outstanding balances with related parties were as follows:

Other

The Parent Key management related parties* Total
Trade receivables 164 - 757 921
Prepayments - - 2,305 2,305
Loans issued (Note 7) - - 379 379
Borrowings (Note 10) - - (5,459) (5,459)
Lease liabilities (638) - (233) (871)
Trade and other payables (3,262) - (220) (3,482)
Salary payable - ) - 3)
Financial guarantee contracts (Note 17) (4,747) — (959) (5,706)
At 31 December 2022, the outstanding balances with related parties were as follows:

Other

The Parent Key management related parties* Total
Trade receivables 82 - 615 697
Prepayments - - 881 881
Loans issued (Note 7) - - 3,540 3,540
Borrowings (Note 10) - - (1,935) (1,935)
Lease liabilities (116) - (219) (335)
Trade and other payables (9,170) - (87) (9,257)
Salary payable - 3) - (3)
Financial guarantee contracts (Note 17) (146) — (909) (1,055)
The transaction amounts with related parties for the year ended 31 December 2023 were as follows:

Other
The Parent Key management related parties* Total

Sale of goods 21,068 - 665 21,733
Revenue from services rendered 2 - 188 190
Purchases of goods for resale (4,251) - (3,855) (8,106)
Purchases of property and services @) - (11) (18)
Rent expense (384) - (72) (456)
Advertising expenses (6) - (8] @)
Office expense 2) - - (2)
Professional service expenses (905) - (78) (983)
Business trip expense - (37) - (37)
Salaries and bonuses - (133) - (133)
Interest income - - 243 243
Interest expense - - (581) (581)
Interest expense on lease liability (52) - (21) (73)
Gain from remeasurement of (298) - 729 431
financial guarantee
Other — (1) 110 109

26



CONSTRUCTION MACHINERY GEORGIALLC
Notes to financial statements 2023
(Amounts in thousands of Georgian Lari)

20. Balances and transactions with related parties (continued)

The transaction amounts with related parties for the year ended 31 December 2022 were as follows:

Other
The Parent Key management related parties* Total

Sale of goods 71 - 2,487 2,558
Purchases of goods for resale (21,795) - (4,966) (26,761)
Purchases of property and services - - (6) (6)
Rent expense (284) - (64) (348)
Professional service expenses (96) - a7 (113)
Business trip expense - (43) - (43)
Salaries and bonuses - (115) - (115)
Interest income - - 137 137
Interest expense - - (198) (198)
Gain from remeasurement of 768 - 468 1,236
financial guarantee

Other (8) (5) (39) (52)

*QOther related parties mainly represent entities and/or individuals related to the owner of the Company including sister

companies.

21. Non-cash transactions

In 2023 the Company had non-cash additions to right-of-use assets and lease liabilities of GEL 866 (2022: GEL 482).

In 2023 the Company had non-cash recognition of financial guarantee of GEL 5,082 (2022: GEL 831).
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