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Georgia

INDEPENDENT AUDITOR’S REPORT
To the Owners and the Management of UPGAMING AG-Branch Office Georgia
Qualified Opinion

We have audited the accompanying financial statements of UPGAMING AG-Branch Office Georgia,
(hereinafter - the Branch) which comprise the statement of financial position as at 31 December 2023,
and the statement of comprehensive income, statement of changes in equity and the 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 the effects of the matter described in the Basis for Qualified Opinion section
of our report, the accompanying financial statements for the year ended 31 December 2023 are
prepared, in all material respects, in accordance with the financial reporting provisions of Note 2 of the
financial statements.

Basis for Qualified Opinion

We were not able to observe the physical counting of property and equipment amounting to
GEL528,202, as the count was not conducted by the company during 2023 year. We were unable to
satisfy ourselves through alternative procedures regarding the completeness, existence and accuracy of
these amounts as at 31 December 2023. As a result of this, we were unable to determine whether any
adjustments might have been necessary in respect of recorded or unrecorded property and equipment
and other elements of the financial statements.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards and requirements are further described in the Auditor’s
responsibilities for the audit of the financial statements section of this auditor's report, We are
independent of the Branch in accordance with the International Ethics Standards Board of 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.

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

Emphasis of matter - Basis of Accounting and Restriction on Distribution and Use

Without modifying our opinion, we draw attention to the Note 2 to the financial statements, which
describes the basis of accounting. The financial statements are prepared to assist Branch in complying
with financial reperting provisions outlined in Note 2. As a result, the financial statements may not be
suitable for another purpose.

Our report is intended solely for the Company and should not be distributed to or used by parties other
than the Company.

Management's responsibilities for the project financial statements

Management is responsible for the preparation of financial statements in accordance with the financial
reporting provisions of Note 2, 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, and for selecrting and applying appropriate accounting policies, and making
accounting estimates that are reasonable in the circumstances.

Those charged with governance are repsonsible for overseeing the Branch's financial reporting process.

200G Augit LLC. & Georglan Limited Lianility Company (D 2051454021, s a member of BDO Interpational Limited, a Uk compary limited by quarantee, and
forms part of the international 800G netwark of independent member firms,
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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 1SAs will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered maternial 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 1SAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

« Identify and assess the risks of materal 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 Institute’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 Institute’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 Institute to cease to

continue as a going concern.

« Obtain sufficient appropriate audit evidence regarding the financial information of the Institute or
business activities within the Institute to express an opinion on the financial statements. We are
responsible for the direction, supervision and performance of the audit. We remain solely
responsible for our audit opinion.

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 responsible for the audit resulting in this independent auditor’s report is

Davit Darsavelidze

For and on behalf of BDO Audit LLC
Thilisi, Georgia

27 September 2024



JPGAMING AG-BRANCH OFFICE GEORGIA
STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2023

(In GEL)

Notes 2023 2022
Revenue 6 10,037,488 12,040,100
Salaries and other employee benefit expenses (7,480,911) (9,217,759)
Depreciation and amortization (438,529) (444,357)
Other expenses 7 (1,466,261) (1,170,255)
Operating profit 651,787 1,207,729
Finance income/(expenses), net 2,043 (55,293)
Foreign exchange gain/(loss), net 100,282 (102,438)
Profit before income tax 754,112 1,049,998
Income tax expense (75,253) -
Total comprehensive income 678,859 1,049,998

The financial statements for the year ended 31 December 2023 were approved on behalf of the management on 27
September 2024 by:

Director Tornike Tvauri

Financial Director Bidzina Makashvili

Notes on pages 9 -23 are the integral part of these financial statements.



UPGAMING AG-BRANCH OFFICE GEORGIA

STATEMENT OF COMPREHENSIVE INCOME

For the yvear ended 31 December 2023

(In GEL) B o -
Notes 2023 2022
Revenue & 10,037,488 12,040,106
Salaries and other employee benetit expenses (7,480,911) (9,217,759)
Depreciation and amortization (438,529) (444,357)
Other expenses ¥ (1,466,261) (1,170,255)
Operating profit 651,787 1,207,729
Finance income/{expenses), net 2,043 (55,293)
Foreign exchange gain/(loss), net 100,282 (102,428)
Profit before income tax 754,112 1,049,998
Income tax expense (75,253) e
Total comprehensive income 678,859 1,049,998

The financial statements for the year ended 31 December 2023 were approved on behalf of the management on 27

September 2024 by:

Director

Financial Rireclor

Tornike Tvauri

,/;?’.,"ﬁ:m“‘y““‘&dzéna Makashvili

Notes on pages 9 -23 are the integral part of these financial statements.
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PCAMING AG-BRANCH OFFICE GEORGIA
"TATEMENT OF FINANCIAL POSITION
iz at 31 December 2023

N GEL)
Notes 31.12.2023 31.12,2022
ASSETS
Non-current assets
Property and equipment 8 528,202 594,652
Right-of-use assets 9 672,667
Intangible assets 45,507
528,202 1,312,826
Current assets
Issued loans 10 283,750 -
Tax asset - 93,008
Trade and other receivables i 1,872,889 760,215
Cash and cash equivalents 12 7,506 447,088
2,164,145 1,300,311
Total assets 2,692,347 2,613,137
LIABILITIES
Non-current liabilities
Lease liabilities 9 293,974
. 293,974
Current liabilities
Trade and other payables 16,699 56,525
Dividends payable 426,437
Lease liabilities 9 265,850
443,136 322,375
Total liabilities 443,136 616,349
NET ASSETS 2,249,211 1,996,788
EQUITY
Owners account 13 91,669 91,669
Retained earnings 13 2,157,542 1,905,119
Total Equity 2,249,211 1,996,788

Notes on pages 9 -23 are the integral part of these financial statements.




W mws LG-BRANCH OFFICE GEORGIA
S TEWENT OF CHANGES IN EQUITY

. == =ar ended 31 December 2023

Owners Retained
account Earnings T
31.12.2021 91,669 855,121 946,790
Total comprehensive income for the year = 1,049,998 1,049,998
31.12.2022 91,669 1,905,119 1,996,788
Total comprehensive income for the year - 678,859 678,859
Dividends declared . (426,436) (426,436)
31.12.2023 91,669 2157,542 2,249,211

Notes on pages 9 -23 are the integral part of these financial statements.

Page 7 of 23



P MING AG-BRANCH OFFICE GEORGIA
- TEMENT OF CASH FLOWS
“or the year ended 31 December 2023

n GEL)

Cash flows from operating activities
profit before income tax
Adjustments for:

Depreciation and amortisation
Finance (income)/expense, net
Foreign exchange (gain)/loss, net
Loss from lease disposal

Cash inflows from operating activities before changes in
operating assets and liabilities

Increase in trade and other receivables
Increase/ (decrease) in trade and other payables
Increase/ (decrease) in tax liabilities

Net cash inflow from operating activities

Cash flows from investing activities
purchase of property and equipment
purchase of Intangible assets
Increase in loans issued

Net cash outflow from investing activities

Cash flows from financing activities
Paid principle on lease liabilities

Paid interest on lease liabilities
Net cash outflow from financing activities

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Effect of changes in foreign exchange rate on cash and cash
equivalents

Cash and cash equivalents at the end of the year

Mote 2023

678,859

438,529
(2,043)
(100,282)
126,332

————

1,141,395

{1,052,056)
(40,357)
93,008
141,990

—_—e———

(100,336)
(2,013)
(268,271)
(370,620)

(217,728)
(13,436)
(231,164)

(459,794)
12 447,088

20,212

R
12 7,506

Notes on pages 9 -23 are the integral part of these financial statements.

n . _ O~

2022
1,049,998
444,357

55,293
102,438

e

1,652,086

(608,377)
19,532
(97,721}
965,520

(348,159)
(12,353)

(360,512)

(292,211)
(55,293)
(347,504)

257,504
236,152

{46,568)
447,088



WL w NG AG-BRANCH OFFICE GEORGIA
W0 TE5 TO THE FINANCIAL STATEMENTS
¢ e year ended 31 December 2023

= GEL)

! General information

UPGAMING AG-BRANCH OFFICE GEORGIA (hereinafter - the Branch, Identification Number 402170501) was founded in
September 2020. The Branch started its main operational activity in 2021,

The Branch'’s principal activity is software development. All business activities is executed fully in accordance with laws
and regulations of Georgia. The Branch office is organizational part of UPGAMING AG without the capacity of a separate
legal entity. The legal address of the Branch is: #43 Akaki Beliashvilis str., floor Ne3, Thilisi, Georgia.

In September 2023 the main operational activities of the UPGAMING AG-Branch Office Georgia were ceased. Contractual
agreements with employees were terminated, and the shareholder of the company pro-ceeded to distribute capital
derived from the aforementioned branch. This strategic decision was instigated by UPGAMING AG 's resolution to
establish a Limited Liability Company (LLC) as opposed to maintaining the branch in Georgia.

For the year ended 31 December 2023 and 2022 shareholders of the UPGAMING AG is presented as follows:

31.12.2023 31.12,2022

Shareholder Share Share

Deniz Yildimir - 50%
Merab Chikvinidze 20% 10%
Aleksandre Makashvili 20% 10%
Lasha Meladze 20% 10%
Mikheil Merebashvili 20% 10%
Tornike Tvauri 20% 10%
Total 100% 100%

Director of the branch is Mr, Tornike Tvauri.

2. Basis of preparation
Basis of preparation

These financial statements have been prepared in accordance with accounting policies provided in Note 3 of the
financial statements.

The financial statements have been prepared under the historical cost bases. The reperting period for the Branch is the
calendar year from January 1 to December 31,

Financial information presented in GEL has not been rounded, except when otherwise indicated.

The preparation of financial statements according to the accounting policies of the Branch requires from the
Management the use of certain critical accounting estimates, that effects on the carrying amounts of assets and
liabilities as at the reporting period, as well as income and expenses recognized during the accounting peried. Actual
results may be different from currently made estimates. Adjustments that result changes in accounting estimates are
recognized in the accounting period that they relate to. The areas where significant judgments and estimates have
been made in preparing the financial statements and their effect are disclosed in Note 4.

Principal accounting policies applied in the preparation of these financial Statements are disclosed in Note 3,



#AnCn OFFICE GEORGIA
W 710 TO THE FINANCIAL STATEMENTS
= year ended 31 December 2023

~  Material accounting policies

“.mctional and presentation currency

wonal currency of the Branch is the currency of the ==~ -

2r2nch s functional currency and the Branch's === - -
forewgn currency translation

‘onetary assets and liabilities are translated into fumct -

balance sheet dates. Foreign exchange gains and losses res. = - :

translation of monetary assets and liabilities at year-end cofficial exc-:-
Translation at year-end rates does not apply to non-monetary items.
The closing rate of exchange used for translating foreign currency balances was:

Official rate of the National Bank of Georgia

UsD EUR
Exchange rate as at 31.12.2023 2.6894 2.9753
Exchange rate as at 31.12.2022 2.7020 2.8844

Financial Instruments
Financial assets

Financial assets are classified into three measurement categories: those to be measured subsequently at amortised
cost, those to be measured subsequently at fair value through other comprehensive income (FVOCI) and those to be
measured subsequently at fair value through profit or loss (FVPL). The Branch’s management has assessed which business
models apply to the financial assets held by the Branch and has classified all financial assets within “financial assets
measured at amortised cost” category.

Amortised cost

These assets arise principally from the provision of goods and services to customers (e.g. trade receivables), but also
incorporate other types of financial assets where the objective is to hold these assets in order to collect contractual
cash flows and the contractual cash flows are solely payments of principal and interest. They are initially recogmsed at
fair value plus transaction costs that are directly attributable to their acquisition or issue and are subsequently carried
at amortised cost using the effective interest rate method, less provision for impairment.

The Branch's financial assets measured at amortised cost comprise trade and other receivables and cash and cash
equivalents in the statement of financial position. Cash and cash equivalents include cash on hand and deposits held at
call with banks.

Impairment of financial assets - allowance for expected credit losses (ECLs)

At each reporting date, an entity assesses expected credit losses for financial and contract assets and recognises
impairment losses. To measure expected credit losses (ECLs) on a collective basis, trade and other receivables are
grouped based on similar credit risk and aging. To calculate ECLs the Branch uses the advisable and valid information
about past events, current and future circumstances, which are available at each reporting date without too much
expenses and effort.

Trade receivables are presented with the net amount, the Provision for impairment is accounted on the separate
account with the corresponding expenses, recognized in the statement of comprehensive inceme as expenses. Balance
of trade receivable was fully transferred to the account of provision when the management determines that the
receivable is no longer subject to return/collect.

Write off financial assets

The Branch shall directly reduce the gross carrying amount of a financial asset when the entity has no reasonable
expectations of recovering a financial asset in its entirety or a portion thereof. A write-off constitutes a derecognition
event. Write-offs can relate to a financial asset, for which enforcement measures have still being taken to recover
amounts for which payment has been due, however, there is no reasonable expectation of recovering.



% w2 G-BRANCH OFFICE GEORGIA
SRS 7O THE FINANCIAL STATEMENTS
. = c2ar ended 31 December 2023

watenal accounting policies (Continued)
Jec=cognition of financial assets

“me Branch derecognises financial assets when (a) the assets are redeemed or the rights to cash flows from the assets
ssherwise expired or (b) the Branch has transferred the rights to the cash flows from the financial assets or entered
~10 a qualifying pass-through arrangement while (i) also transferring substantially all the risks and rewards of ownership
=% the assets or (i) neither transferring nor retaining substantially all risks and rewards of ownership but not retaining
control.

Financial liabilities
Initial recognition of financial liabilities and farther estimation

The Branch classifies its financial liabilities into one of the following categories, depending on the purpose for which
the liability was acquired: fair value through profit or loss and other financial liabilities. The Branch classifies its
financial liabilities into one of two categories, depending on the purpose for which the liability was acquired. The
Branch has classified all financial as liabilities within “Other financial liabilities” category. Other financial liabilities
include the following items: trade and other payables, lease liabilities and borrowings.

Other financial liabilities are initially recognised at fair value net of any transaction costs directly attributable to the
issue of the instrument. Such interest-bearing liabilities are subsequently measured at amortised cost using the effective
interest rate method, which ensures that any interest expense over the period to repayment is at a constant rate on
the balance of the liability carried in the statement of financial position. For the purposes of each financial liability,
interest expense includes initial transaction costs and any premium payable on redemption, as well as any interest or
coupon payable while the liability is outstanding.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the lability 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 the derecogmtion of
the original liability and the recognition of a new liability. The difference in the respective carrying amounts Is
recognised in the statement of profit or loss.

Offsetting

Financial assets and Habilities are offset and the net amount reported in the statement of financial position only when
there is a legally enforceable right to offset the recognised amounts, and there is an intention to either settle on a net
basis, or to realise the asset and settle the ljability simultaneously.

Property and equipment
Items of property and equipment are initially recognised at cost. Cost includes expenditure that is directly attributable
to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as approprate, only
when it is probable that future economic benefits associated with the item will flow to the Branch and the cost of the
item can be measured reliably. The carrying amount of the replaced part is derecognised. All other repairs and
maintenance are charged to the statement of comprehensive income during the financial period in which they are
incurred.

Property and equipment are carried at histarical cost less accumulated depreciation and recognized impairment loss,
if any. Depreciation is charged on the carrying value of property and equipment and is designed to write off assets over
their useful economic lives. Depreciation on all groups of property and equipment is calculated on a straight-line basis
to allocate their cost over the following estimated useful lives:

Class Useful life (year)
Computer equipment 35
Furniture and fixture 2-5

Useful lives are reviewed, and adjusted if appropriate, at the end of each reporting period.

The gain or loss arising on the disposal or retirement of an asset is determined as the difference between the sales
proceeds and the carrying amount of the asset and is recognized in the income statement.




W nG AG-BRANCH OFFICE GEORGIA
W "TT TO THE FINANCIAL STATEMENTS
.+ == year ended 31 December 2023

© wmaterial accounting policies (Continued)
~ash and cash equivalents

-2<h and cash equivalents are items which are readily convertible to known amounts of cash and which are subject to
an insignificant risk of changes in value. Cash and cash equivalents include cash on hand, and all bank placements or
receivables with original maturities of less than three months. Cash and cash equivalents are initially recognized at fair
calue and are subsequently measured at amortised cost.

Owner’s account

The amount of owner’s account is defined by the Branch’s Charter. The owner's account represents capital that is
assigned to the Branch by the owners of the Company. Changes in owner's account shall be made only based on the
decision of the Company’s owners.

Provisions, Contingent Liabilities and Contingent Assets

Contingent liabilities are not reflected in the financial statements, except for the cases when the outflow of economic
benefits is likely to origin and the amount of such liabilities can be reliably measured.

Contingent assets are not reflected in the financial statements, but the information on them is disclosed when inflow
of economic benefits is probable.
If economic benefits are sure to occur, an asset and related income are recagnized in the financial statements for the

period, when the evaluation change occurred.

A provision is a liability of uncertain timing or amount. A liability is a present obligation of the entity arising from past
events, the settlement of which is expected to result in an outflow from the entity of resources embodying economic
benefits.

Revenue from Contracts with Customers

The principal activity of the Branch is the sale of software development. A detailed accounting policy for key revenue-
generating activities is presented below.

Performance obligations and timing of revenue recognition

The Branch recognises revenue to depict the transfer of promised goods or services to customers in an amount that
reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. An entity
recognises revenue in accordance with that core principle by applying the following steps:

. |dentify the contract(s) with a customer

. Identify the performance obligations in the contract

. Determine the transaction price

. Allocate the transaction price to the performance obligations in the contract
. Recognise revenue when (or as) the entity satisfies a performance obligation

The Branch shall recognise revenue when (or as) the entity satisfies a performance obligation by transferring a promised
good or service (ie an asset) to a customer. An asset is transferred when (or as) the customer obtains control of that
asset relating to performance obligation.

Determining the transaction price

Most of the Branch’s revenue is derived from fixed price contracts and therefore the amount of revenue to be earned
from each contract is determined by reference to those fixed prices.

An amount of consideration can vary because of discounts, rebates, refunds, credits, price concessions, incentives,
performance bonuses, penalties or other similar items. The amount of consideration receivable by the Branch during

the period does not include variable amounts.
Allocating amounts to performance obligations

The majority of the Branch's revenue is derived from selling service with revenue recognized at a point in time when
control of the service has transferred to the customer.




72 THE FINANCIAL STATEMENTS
e iz =ncied 11 December 2023

™ .

war=ral accounting policies (Continued)

- === 8ranch’s contracts, there is a fixed unit price for each service sold. Therefore, there is no judgement involved
~ zllocating the contract price to each unit ordered in such contracts (it is the total contract price divided by the
~umber of units ordered). Where a customer orders more than one product line, the Branch is able to determine the
-oht of the total contract price between each product line by reference to each product’s standalone selling prices {all
oroduct lines are capable of being, and are, sold separately).

Practical Exemptions
The Branch has taken advantage of the practical exemptions:

not to account for significant financing components where the time difference between receiving
consideration and transferring cantrol of goods (or services) to its customer is one year or less; and

- expense the incremental costs of obtaining a contract when the amortisation period of the asset otherwise
recognised would have been one year or less.

Recognition of expenses

Expenses are recognized in the income statement if there arises any decrease of future economnic profit related to the
decrease of an asset or increase of a liability that can be reliably assessed.

Expenses incurred during the services rendered are recognized in proportionate calculation with recognized income.

Expenses are recognized in the income statement immediately, if the expenses do not result in future economic benefit
any more, or if future economic benefit do not meet or stop to meet the requirements of recognition an asset in the
statement of financial position.

Income tax

Income tax are recognised as an expense in statement of comprehensive income when the Branch declares dividends.
The time of taxation is the time of distribution of netincome. Corporate Income Tax rate is 15%. The objects of taxation
is monthly not annual results.

According to the new model of Corporate Income Tax, the objects of taxation are following transactions/actual
payments:

« Payment of dividends

. Differences between contract price and market price

. Expenses not related to economic activity

. Free of charge supply and gifts

. Representative expenses above limits

Owing to the specific nature of the taxation system in Georgia, there are no differences between the carrying amounts

and tax bases of the assets and liabilities of companies registered in Georgia that could result in deferred tax assets or
deferred tax liabilities.

Income tax paid related to the earnings from 1 January 2008 till 31 December 2016 is not subject to taxation for the
cecond time. Taxes should be paid on unified treasury code applicable for all taxes. As a result, the Branch in its
financial statements presents tax assets and liabilities on net bases.

Taxes other than on income

Taxes other than income tax are recognized in the reporting period in which the event of a liability arises. A binding
event is an action or fact that determines the payment of a tax under the Tax Code of Georgia.

Advance payments from which economic benefits are expected to be received in the future are recognized as assefs.

Taxes are paid on the Unified Treasury Code for Unified Treasury Account Taxes. As a result, the Branch's tax assets
and liabilities are presented together.

Page 13 of 23



. - ZEanCH OFFICE GEORGIA
- . T-E TIMANCIAL STATEMENTS
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wan=—2l accounting policies (Continued)
The Branch as lessee
centifying the lease

- contract is, or contains, a lease when it conveys the right to use an underlying asset for a period of time, in exchange
“or consideration. At inception of a contract, the Branch assesses whether it meets the two following cumulative
conditions to be qualified as a lease:

- its execution involves the use of an identified asset, and
- it conveys the right to direct the use of that identified asset.

Initial recognition
All leases are accounted for by recognising a right-of-use asset and a lease liability except for:

- Leases of low value assets; and
Leases with a duration of 12 months or less.

Leases are recognized on the Branch’s balance sheet as follows:

an asset representing the right to use the underlying asset over the lease term,
- a liability for the obligation to pay the lease payments.

Lease liabilities are measured at the present value of the contractual payments due to the lessor over the lease term,
with the discount rate determined by reference to the rate inherent in the lease unless (as is typically the case) thisis
not readily determinable, in which case the Branch’s incremental borrowing rate on commencement of the lease 1s
used,

Variable lease payments are only included in the measurement of the lease liability if they depend on an index or rate.
In such cases, the initial measurement of the lease liability assumes the variable element will remain unchanged
throughout the lease term. Other variable lease payments are expensed in the period to which they relate.

Oninitial recognition, the carrying value of the lease liability also includes:

- amounts expected to be payable under any residual value guarantee;
the exercise price of any purchase option granted in favour of the Branch if it is reasonable certain to assess
that option;
any penalties payable for terminating the lease, if the term of the lease has been estimated on the basis of
termination option being exercised.

Right of use assets are initially measured at the amount of the lease liability, reduced for any lease incentives received,
and increased for:

At the commencement date, a Branch measures the right-of-use asset at cost. The cost of the right-of-use asset is
comprised:

- The amount of the initial measurement of the lease liability;

- lease payments made at or before commencement of the lease;

- initial direct costs incurred; and

- the amount of any provision recognised where the Branch is contractually required to dismantle, remove or
restore the leased asset (typically leasehold dilapidations).

Subsequent measurement

Subsequent to initial measurement lease liabilities increase as a result of interest charged at a constant rate on the
balance outstanding and are reduced for lease payments made. Right-of-use assets are amortised on a straight-line
basis over the remaining term of the lease or over the remaining economic life of the asset if, rarely, this is judged to
be shorter than the lease term.

When the Branch revises its estimate of the term of any lease (because, for example, it re-assesses the probability of
a lessee extension or termination option being exercised), it adjusts the carrying amount of the lease liability to reflect
the payments to make over the revised term, which are discounted at the revised discount rate.

Naam 14 619
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e carmaing value of lease liabilities 15 similarly revised when the variable element of future lease payments depenaent
2 2 rate or index is revised, except the discount rate remains unchanged. in both cases an equivalent adjustment is
—ade to the carrying value of the right-of-use asset, with the revised carrying amount being amortised over the
-emaining (revised) lease term. If the carrying amount of the right-of-use asset is adjusted to zero, any further reduction
1s recognised in profit or loss.

When the Branch renegotiates the contractual terms of a lease with the lessor, the accounting depends on the nature
of the modification:

- if the renegotiation results in one or more additional assets being leased for an amount commensurate with
the standalone price for the additional rights-of-use obtained, the modification is accounted for as a separate
lease in accordance with the above policy;
in all other cases where the renegatiated increases the scope of the lease (whether that is an extension to the
lease term, or one or more additional assets being leased), the lease liability is remeasured using the discount
rate applicable on the modification date, with the right-of-use asset being adjusted by the same amount:

- if the renegotiation results in a decrease in the scope of the lease, both the carrying amount of the lease
liability and right-of-use asset are reduced by the same proportion to reflect the partial of full termination of
the lease with any difference recognised in profit or loss. The lease liability is then further adjusted to ensure
its carrying amount reflects the amount of the renegotiated payments over the renegotiated term, wath tne
modified lease payments discounted at the rate applicable on the modification date. The right-of-use asset 1s
adjusted by the same amount.

Determination of lease term

The lease term is defined as the non-cancellable term of the lease, together with any periods covered by an option to
extend the lease (including the renewal opticn implied through customary business practices) if it is reasonably certain
to be exercised, or any periods covered by an option to terminate the lease if it is reasonably certain not to be exercised.

Management applies judgement to determine the lease term when lease contracts include renewal options that are
exercisable only by the Branch. It considers all relevant factors that create an economic incentive to exercise the
renewal option. After the commencement date, the Branch reassesses the lease term if there is a significant event or
a change in circumstances that is within its control and affects its ability to exercise (or not to exercise) the option to
renew, or to terminate the lease.

Determination of incremental borrowing rate (IBR)

IBR is the rate of interest that a lessee would have to pay to borrow aver a similar term, and with a similar security,
the funds necessary to obtain an asset of a similar value to the right of use asset in a similar economic environment.

The management applies judgement to estimate the IBR. The management uses an observable information to determine
the base rate and adjustments for the lessee specific factors and the asset factors (the adjustment for security).

Determination of lease payments

In Georgia it is customary that lease renewal option is implied through customary business practices and not all renewal
options are documented within the lease agreements. In such cases, the initial measurement of the lease liability
assumes the payment for renewal period will remain unchanged throughout the lease term.

Short-term leases and leases of low-value assets

The Branch applies the recognition exemption for short-term leases (i.e. lease with a lease term of 12 months or less
from the commencement date) and leases of low-value assets. Associated lease payments are recognized as an expense
in the income statement on a straight-line basis over the lease term.

Employee benefit expenses

Wages, salaries, bonuses, and non-monetary benefits are accrued in the year in which the associated services are
rendered by the employees of the Company.

Events after the end of the Reporting Period

Events after the end of the Reporting Period and events before the date of financial statements authorization for issue
that provide additional information about the Branch's financial statements are reported in the financial statements.
Post-balance sheet events that do not affect the financial position of the Branch at the balance sheet date are disclosed
in the Notes to the financial statements when material.
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& Droxcal accounng estimates and judgments
e Brarch makes certain estimates and assumptions regarding the future. Estimates and judgments are continually

welaned based on historical experience and other factors, including expectations of future events that are believed to be
mescrable under the arcumstances. In the future, actual experience may deviate from these estimates and assumptions.
e ssomates and assumptions that have a significant risk of causing a material adjustment to the carrying amounts of
smets and habilities within the next financial year are discussed below.

Estimates and assumptions
2) Determination of the lease term for the contracts, where the Branch is presented as lessee

At the cormmencement date, the Branch assesses whether the lessee is reasonably certain to exercise an option to
extend the lease or to purchase the underlying asset, or not to exercise an option to terminate the lease. The Branch
considers all relevant facts and circumstances that create an economic incentive for the lessee to exercise, ar not to
exercise, the option, including any expected changes in facts and circumstances from the commencement date until
the exercise date of the option. Examples of factors to consider include, but are not limited to:

(a) contractual terms and conditions for the optional periods compared with market rates, such as:
(i) the amount of payments for the lease in any optional period;
(i) the amount of any variable payments for the lease or other contingent payments; and
(i} the terms and conditions of any options that are exercisable after initial optional periods

(b) significant leasehold improvements undertaken (or expected to be undertaken) over the term of the contract that
are expected to have significant economic benefit for the lessee when the option to extend or terminate the lease, or
to purchase the underlying asset, becomes exercisable;

(c) costs relating to the termination of the lease, such as negotiation costs, relocation costs, COSTS of identifying another
underlying asset cuitable for the lessee’s needs, costs of integrating a new asset into the lessee’s operations, or
termination penalties and similar costs, including costs associated with returning the underlying assetina contractually
specified condition or to a contractually specified location;

{d) the importance of that underlying asset to the lessee’s operations, considering, for example, whether the underlying
asset isa specialised asset, the location of the underlying asset and the availability of suitable alternatives; and

(e) conditionality associated with exercising the option {ie when the option can be exercised only if one or more
conditions are met), and the likelihood that those conditions will exist.

b) Determination of incremental borrowing rate (IBR) for lease contracts, where the Branch is presented as lessee
The management applies judgement to estimate the IBR. The management uses an observable information to determinge
the base rate and adjustments for the lessee specific factors and the asset factors (the adjustment for security). The
Branch applied a single discount rate to a portfolio of leases with reasonably similar characteristics;

Details regarding to the incremental barrowing rate (IBR) for contracts where the Branch is presented as lessee are
disclosed in Note 8.

¢) Useful lives of Property and equipment. The property and equipment are depreciated over their useful lives.
Management determines the estimated useful lives and related depreciation and amortisation charges for its property
and equipment. This estimate is based on projected period over which the Branch expects to consume economic benefits
from the asset. It could change significantly as a result of technical innovations and competitor actions in a high-tech
and competitive telecornmunication industry. Changes 10 estimates can result in significant variations in the carrying
value and amounts charged to the statement of comprehensive income in specific periods.
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*  Financial instruments - risk management

~ -ommon with all other businesses, the Branch is exposed to risks that arise from its use of financial instruments. This
=22 describes the Branch's objectives, policies and processes for managing those risks and the methods used to measure
ssem. Further quantitative information in respect of these risks is presented throughout these financial statements.
The Branch is exposed through its operations to the following financial risks:

+ Market risk
- Interest rate risk
- Currency risk
«  Credit risk
< Liquidity risk
General objectives, policies and processes

The Director of the Branch has overall responsibility for the determination of the Branch’s risk management objectives
and policies and, whilst retaining ultimate responsibility for them, it has delegated the authority for designing and
operating processes that ensure the effective implementation of the objectives and policies to the Branch's finance
function. The director receives monthly reports from the Managers through which they review the effectiveness of the
processes put in place and the appropriateness of the objectives and policies it sets.

The overall objective of the Director is to set polices that seek to reduce risks as far as possible without unduly affecting
the Branch’s competitiveness and flexibility. Further details regarding these policies are set out below.

Principal financial instruments

Principal financial liabilities of the Branch are comprised of Lease Liabilities and trade and other payables. The main
purposes of these financial instruments are the financial security of the Branch. The Branch has the following financial
assets as at the end of the financial reporting period: Trade and other receivables and cash and cash equivalents.

Principal financial instruments can be presented as follows:

31.12.2023 31.12.2022

Trade receivables 1,872,889 733,161
Issued loans 283,750 -
Cash and cash equivalents 7,506 447,088
2,164,145 1,180,249

Dividends payable 426,437 E
Trade and other payables 16,700 56,525
Lease liability - 559,824
443,136 616,349

Management of Capital

The Branch's objectives when maintaining capital is to safeguard the Branch's ability to continue as a going concern, so
that it can continue to provide returns for shareholders; the Branch seeks to optimize the structure and sources of
capital to ensure that it consistently maximizes returns to shareholders and customers.

The Branch sets the objectives, policies and processes for the management of capital, to reduce and manage the risks,
has the influence over the capital structure.

The Branch's objectives when maintaining capital are:

« Todistribute capital efficiently and help business to develop, for providing returns for shareholders and benefits
for other stakeholders;

« Maintaining financial flexibility to guarantee liquidity.

The Branch sets the amount of capital it requires in proportion to risk. The Branch manages its capital structure and
makes adjustments to it in the light of changes in economic conditions and the risk characteristics of the underlying
assets.
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. Fmamcal instruments - risk management (Continued)

smarket Risk

Lt et nsk is the nisk that the fai

a-+ot nsk anses from the Branch's use of inter
‘e nsk that the fair value or future cash flows o

=205 (interest rate risk) and foreign exchange rates (currency risk).

interest rate Risk

The interest rate risk is the risk (with variable value)
variable rate, which can have negative influence o
Branch. The Branch has no borrowings and loans wit

Currency risk

Currency risk is defined as th
exchange rates. The Branch is

e risk that the value of a financia
exposed to the effects of fluctuations in the prevailing foreign currenc

on its financial position and cash flows.

Foreign currency exchange risk arises when the Branch enters into transactions denominat

their functional currency.

The Branch’s exposure to foreign currency exchange rate risk is presente

Financial Assets

Issued loans

Trade receivables

Cash and cash equivalents
Total Financial Assets

Financial liabilities
Trade and other payables
Dividends payable

Total Financial liabilities

Open balance sheet
position

Financial Assets

Trade receivables

Cash and cash equivalents
Total Financial Assets

Financial liabilities
Lease liabilities

Trade and other payables
Total Financial liabilities

Open balance sheet
position

r value of a financial instrument will decrease because of changes in

d in the table below:

est bearing, tradable and foreign currency financial instruments. It is
f a financial instrument will fluctuate because of changes in interest

related to the interest-bearing assets, liabilities, because of the
air values of assets and liabilities or future cash flows of the
f variable interest rates as at 31 December 2023 and 2022.

Linstrument will fluctuate due to changes in foreign
y exchange rates

ed in a currency other than

market factors.

GEL USD EUR 31.12.2023
63,687 - 220,063 283,750
73,494 1,799,395 1,872,889

7,433 30 43 7,506

144,614 30 2,019,501 2,164,145

16,699 - 16,699

426,437 : 426,437

443,136 . . 443,136
(298,522) 30 2,019,501

GEL usp EUR | 31.12.2022

s 733,161 733,161

76,768 . 370,320 447,088

76,768 ; 1,103,481 1,180,249

. 559,824 s 559,824

56,525 g 56,525

56,525 559,824 : 616,349
20,243 (559,824) 1,103,481
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T =ancial instruments - risk management (Continued)
Currency risk sensitivity

T “ollowing table details the Branch’s sensitivity to a 20% increase and decrease in relevant currencies against the
ZEL 20% is the sensitivity rate used when reporting foreign currency risk internally to key management personnel and
-=oresents management’s assessment of the possible change in foreign currency exchange rates. The sensitivity analysis
~cludes only outstanding foreign currency denominated manetary items and adjusts their translation at the end of the

oeriod for a 20% change in foreign currency rates.

impact on net profit based on asset values as at 31 December 2023 and 2022 is presented in the table below:

31.12.2023 USD impact EUR impact
GEL/USD GEL/USD GEL/EUR GEL/EUR
+ 20% - 20% + 20% - 20%
Profit/(loss) 6 (6) 403,900 (403,900)
31.12.2022 USD impact EUR impact
GEL/USD GEL/USD GEL/EUR GEL/EUR
+ 20% - 20% + 20% - 20%
Profit/(loss) 111,965 (111,965) 220,696 (220,696)
Credit risk

Credit risk is the risk if a customer or counterparty to a financial instrument fails to meet its contractual obligations.
The Branch’s exposure to credit risk is influenced mainly by the individual characteristics of its customers. Trade
receivables and issued loans are mostly comprised of receivables with the owner as at 31 December 2023 and 2022. The
Branch is mainly exposed to credit risk from trade receivables, loans issued and cash and cash equivalents. The Director
controls these credit risk by ageing analysis of its receivables, according which it determines the ECL for each financial

asset of the Branch.
The carrying amount of financial assets represents the maximum credit exposure.
Exposure to credit risk

The maximum exposure to credit risk at the reporting date can be presented as follows:

31.12.2023 31.12.2022
Trade receivables 1,872,889 733,161
Issued loans 283,750 .
Cash and cash equivalents 7,506 447,088
2,164,145 1,180,249

Liquidity risk

Liquidity risk arises from the Branch's management of working capital and the finance charges and principal repayments
on its debt instruments. Liquidity risk refers to the availability of sufficient funds to meet liability repayments and other
financial commitments associated with financial instruments as they actually fall due. The Director controls these types
of risks by means of maturity analysis, determining the Branch’s strategy for the next financial period.

In order to manage liquidity risk, the Branch performs regular monitoring of future expected cash flows, which is a part
of assets/liabilities management process.

Liquidity of Financial liabilities can be presented as follows:

Up to 1 year From 1 0.5 Over 5 years 31.12.2023
years
Financial liabilities
Dividends payable 426,437 - - 426,437
Trade and other payables 16,699 - - 16,699

443,136 - - 443,136

n R
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¢ Fpmancal instruments - risk management (Continued)

Up to 1 year Fro;r;;r:o . Over 5 years 31.12.2022
Financial liabilities
Trade and other payables 56,525 - - 56,525
Lease liabilities 333,748 333,748 - 667,436
390,273 333,748 - 72401

6. Revenue

Revenue of the Branch is mostly comprised from the following service sold to Upgaming AG: Platform setup, admin-
panel customization; Design - Full website UX/ Ul Design; Desktop and mabile versions: Logo design; Promotional Banners'
design for desktop, mobile and outsource; Front-end development - HTML/ €SS Markup for website, desktop and mobile;
Payment methods integration; Website content translation: Website Copyright services; Legal service: Terms &
conditions, license consultation; Technical support,

Total revenue received in 2023 amounts to GEL 10,037,488 (2022: GEL12,040,100).

7. Other expenses

2023 2022
Business trip expenses (516,257) (360,804
Purchased service expense (196,326) (137,209
Office expenses (135,522) (143,793}
Loss from the lease termination (126,332)
Utilities expenses (100,718) (116,550)
permission fee (100,000} (100,000}
Information, consulting and other professional services (77,734) (51,627)
Bank fees and commissions . (62,721) (75,677}
Taxes other than income tax (39,873) (24,659)
Marketing expenses (36,873) (56,822)
Other expenses {73,905) (1_(23, 1 &)
(1,466,261} (1,170,255)
8. Property and equipment
Historical cost :;J?g:‘;enrt Furf?ltt":]‘;i:nd Total
At 31 December 2021 337,972 97,424 435,396
Addition 292,148 56,011 348,159
At 31 December 2022 630,120 153,435 783,555
Addition 76,012 24,324 100,336
At 31 December 2023 706,132 177,759 883,891
Accumulated depreciation
At 31 December 2021 (50,247) (21,637) (71,884)
Depreciation charge for the year (91,779) (25,240) (117,019)
At 31 December 2022 (142,026) (46,877) (188,903)
Depreciation charge for the year (135,929) (30,857) (166,786)
At 31 December 2023 (277,955) (77,734) {355,689)
Net book value
At 31 December 2022 488,094 106,558 594,652
At 31 December 2023 428,177 100,025 528,202
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% mght-of-use assets

~.= Z-anch leases spaces for office. Lease p

ayments for all assets are fixed. The lease payments are nominated in usD.
~c-emental borrowing rate (IBR) for lease contracts are 9.42%-9.61%

=vement in right-of-use assets can be presented as follows:

Right-of-use assets 2023 2022
At 1 January 672,667 360,904
Estimation change (448,444) 639,101
Depreciation (224,223) (327,338)
At 31 December - 672,667

Movement in lease liabilities can be presented as follows:
Lease liabilities 2023 2022
At 1 January 559,824 312,045
Interest expense 13,436 55,293
Lease payments (231,164) (347,504)
Estimation change (322,112) 639,101
Foreign exchange rate differences (19,984) {99,111)
At 31 December - 559,824

Detailed qualitative information about lease liability is provided in Note 5.

10. Issued loans
Interest rate Currency 31.12.2023 31.12.2022
Upgaming Ag 6% EUR 220,063
Upgaming LLC 8% GEL 63,687 -
283,750
Detailed qualitative information about lease liability is provided in Note 5.
11. Trade and other receivables
31,12.20223 31.12.2022
Financial receivables:
Trade receivables 1,872,889 733,161
Non-Financial receivables:
Paid advances - 27,054
1,872,889 760,215

As at 31 December 2023 and 2022 most of
Branch’s owner. Trade receivables are neit

the trade and other receivables represent chort-term receivables from the

her past due, nor impaired. The management of the Branch believes that

significant inherited credit risk does not exist as at 31 December 2023 and 2022. Due to insignificance, provision for ECL

is not provided in the financial statements.

None of the receivables has been subject to a significant increase in credit risk since initial recognition.

12. Cash and cash equivalents

Cash at bank in GEL
Cash on hand in GEL
Cash at bank in foreign currencies

31.12.2023 31.12.2022
6,159 75,495
1,273 1,273
74 370,320
7,506 447,088

Qualitative characters of Cash and cash equivalents are disclosed in Note 4.
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Tramsactions with related parties
L are arties or transactions with related parties, as defined by 1AS 24 “Related party disclosures”, represent:

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

51 members of key management personnel of the Branch or its parent;
¢l Close members of the family of any individuals referred toin (a) or (b);

d) 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 (c) or (b);

In considering each possible related party relationship, attention is directed to the substance of the relationship. and
not merely the legal form. Details of transactions between the Branch and its related parties are disclosed below

Details of balances with the Branch and related parties are disclosed below:

Relationship Related party Related party
balances balances

Trade and other receivables 31.12.2023 31.12.2022

Upgaming AG Shareholder 1,799,395 733.161

Upgaming LLC ‘ Other 73,494

Issued loans

Upgaming AG Shareholder 220,063

Upgaming LLC Other 63,687

Dividends payable

Upgaming AG Shareholder 426,436

Included in the statement of comprehensive income are the following amounts which were recognized in transactions
with related parties:

relaonship  Meedpry MR
2023 2022
Revenue
Upgaming AG Shareholder 9,976,471 12,040,100
Upgaming LLC Other 61,017 -
Key management compensation (198,339) (150,592)

14. Commitments and contingencies

Legal issues - As at 31 December 2023 and 2022 the Branch has no legal actions and complaints. Management believes
that the ultimate liability, if any, arising from actions or complaints will not have a material adverse effect on the
individual financial condition or the results of future operations of the Branch. Related to above mentioned no provision
is accrued in the financial statements.

Taxes - Georgian tax legislation in particular may give rise to varying interpretations and amendments, In addition, as
management’s interpretation of tax legislation may differ from that of the tax authorities, transactions may be
challenged by the tax authorities, and as a result the Branch may be assessed additional taxes, penalties and interest.
The Branch believes that it has already made all tax payments, and therefore no allowance has been made in the
financial statements. Tax years remain open to review by the tax authorities for three years. If the Company fully
distributes retained earnings amounted to GELZ,1 57,542 as at 31 December 2023 in future, the Company will be the
subject of income tax with the total amount of GEL380,743.

Operating environment - Emerging markets such as Georgia are subject to different risks than more developed markets,
including economic, political and social, and legal and legislative risks. Laws and regulations affecting businesses in
Georgia continue to change rapidly, tax and regulatory frameworks are subject to varying interpretations. The future
aconomic direction of Georgia is heavily influenced by the fiscal and monetary policies adopted by the government,
together with developments in the legal, regulatory, and political environment.
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- 5

1 EZwents after the End of the Reporting Period

“me company has not significant events after the end of the reporting period to disclose in the financial statements.
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Georgia

14, Notary Public Diana § vanadze, seated at the address: # 109 Agmashenebely str., Thilisi, was addressed
by Mariam Misabishvili, who presented the Document and declared thar she wanted thar her signature on
translation be authenticared by the notary public. I established her identity under the identity instrument
produced thereby and made myself convinced thar the person having addressed me was actually Mariam
Misabishvili (born on 24.04.1991, address: Thilisi, Atskuri 3b, 36, ID N 62004025869, Pasport #11AB42010).
Thereafter I examined her legal capacity and assured m yself that I had no ground to doubr her capacity. The
translator presented the Language Certificare: Bachelor's Diploma B Ne 004169, issued on 29.06.2014 by Ivane
Javakhishvili State University. T examined authenticity of her free will and explained legal outcomes of the
signature, following which transiator assured that the translation is correct and signed rranslated document
under her own hand in my presence. 1 Cop. And 36 page(s), 36 sign.

Notary's fee paid : 108.00 Gel, in accordance with Resolution # 507 of the Government of Georgia (29.12.2011,
Thilisi) for E{E‘iq;"%iﬁ’%‘%f notarial actions and Article 31 “On approval of the amount, order of payment and
service’s t {@‘s“q‘)fih_e__fée’ ed for Notary Chamber of Georgia, also VAT- 19.44 Gel, in accordance with Tax
it‘:itél\ i cordance with Article 39)of the Resolution # 507 of the Government of Georgia.
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