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Independent Auditor’s Report

To the Shareholder of JSC Georgian Energy Development Fund

Our opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
consolidated financial position of JSC Georgian Energy Development Fund (the “Company”) and its
subsidiaries (together - the “Group”) as at 31 December 2024, and the Group’s consolidated financial
performance and consolidated cash flows for the year then ended in accordance with International
Financial Reporting Standards and with the disclosure requirements of the Law of Georgia on
Accounting, Reporting and Auditing.

What we have audited
The Group’s consolidated financial statements comprise:
¢ the consolidated statement of financial position as at 31 December 2024;

¢ the consolidated statement of profit or loss and other comprehensive income for the year then
ended;

¢ the consolidated statement of changes in equity for the year then ended;
¢ the consolidated statement of cash flows for the year then ended; and

¢ the notes to the consolidated financial statements, comprising material accounting policy
information and other explanatory information.

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 consolidated financial statements section of our report.

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

Independence

We are independent of the Group in accordance with the International Code of Ethics for Professional
Accountants (including International Independence Standards) issued by the International Ethics
Standards Board for Accountants (IESBA Code). We have fulfilled our other ethical responsibilities in
accordance with the IESBA Code.

Other information

Management is responsible for the other information. The other information comprises the
Management Report (but does not include the consolidated financial statements and our auditor’s
report thereon).

Our opinion on the consolidated financial statements does not cover the Management Report.

In connection with our audit of the consolidated financial statements, our responsibility is to read the
Management Report and, in doing so, consider whether the Management Report is materially
inconsistent with the consolidated financial statements or our knowledge obtained in the audit, or
otherwise appears to be materially misstated. If, based on the work we have performed, we conclude
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that there is a material misstatement in the Management Report, we are required to report that fact.
We have nothing to report in this regard.

In addition, we are required by the Law of Georgia on Accounting, Reporting and Auditing to express
an opinion whether certain parts of the Management Report comply with respective regulatory
normative acts and to consider whether the Management Report includes the information required by
the Law of Georgia on Accounting, Reporting and Auditing.

Based on the work undertaken in the course of our audit, in our opinion:

¢ the information given in the Management Report for the financial year for which the consolidated
financial statements are prepared is consistent with the consolidated financial statements;

¢ the information given in the Management Report complies with the requirements of paragraph 6 of
article 7 of the Law of Georgia on Accounting, Reporting and Auditing.

Responsibilities of management and those charged with governance for the
consolidated financial statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with International Financial Reporting Standards and with the disclosure
requirements of the Law of Georgia on Accounting, Reporting and Auditing, and for such internal
control as management determines is necessary to enable the preparation of the consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the
Group’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 Group or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting
process.

Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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 consolidated financial statements.

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

¢ |dentify and assess the risks of material misstatement of the consolidated 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 Group’s internal control.

o 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 Group’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 consolidated 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 Group to
cease to continue as a going concern.

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

e Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business units within the Group as a basis for forming an
opinion on the consolidated financial statements. We are responsible for the direction, supervision
and review of the audit work performed for the purposes of the group 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.

PricewaterhouseCoopers Georgia LLC (Reg.# SARAS-F-775813)

Lasha Janelidze (Reg.# SARAS-A-562091)

1 July 2025
Thilisi, Georgia
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GEDF GROUP
Consolidated Statement of Financial Position

In thousands of Georgian Lari Note 31 December 2024 31 December 2023
ASSETS

Non-current assets

Property and equipment 8 9,953 4,624
Intangible assets 204 6
Investments in associates and joint ventures 9 41,164 16,800
Total non-current assets 51,321 21,430

Current assets

Inventories 269 269
Tax assets 10 - 37
Trade and other receivables 11 2 30
Derivative financial instruments 9 5,600 1,615
Term deposits 12 20,000 43,000
Cash and cash equivalents 13 435 4,161
Total current assets 26,306 49,112
TOTAL ASSETS 77,627 70,542

EQUITY AND LIABILITIES

EQUITY

Share capital 14 55,019 49,755
Retained earnings 21,084 20,738
TOTAL EQUITY 76,103 70,493
LIABILITIES

Current liabilities

Trade and other payables 64 49
Tax liabilities 10 110 -
Borrowings 1,350 -
Total current liabilities 1,524 49
TOTAL LIABILITIES 1,524 49
TOTAL EQUITY AND LIABILITIES 77,627 70,542

These consolidated financial statements were approved for issue and signed on behalf of the Management
on 1 July 2025 by:

Vladimer Dzneladze Giorgi Chachibaia
Director Finance Director

The accompanying notes on pages 5 to 23 are an integral part of these consolidated financial statements.






GEDF GROUP

Consolidated Statement of Profit or Loss and Other Comprehensive Income

In thousands of Georgian Lari Note 2024 2023
Employee benefit expenses (5,161) (5,001)
Professional services and other expenses 15 (1,827) (2,873)
Depreciation and amortization (124) 47)
Net gain from sale of investment in equity instruments - 1,880
Net gain from fair value change of derivatives 9 4,748 1,615
Impairment of property and equipment 8 - (1,643)
Share of results of associates and joint ventures (1,362) (745)
Other (losses)/gains, net (824) 776
Operating loss (4,550) (6,038)
Interest income 16 4,902 7,091
Foreign exchange (loss)/gain, net (6) 50
Profit before income tax 346 1,103
Income tax expense - -
PROFIT FOR THE YEAR 346 1,103
Other comprehensive income - -
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 346 1,103

The accompanying notes on pages 5 to 23 are an integral part of these consolidated financial statements.



GEDF GROUP
Consolidated Statement of Changes in Equity

Share Retained Total
In thousands of Georgian Lari Note capital earnings
Balance at 1 January 2023 49,101 19,635 68,736
Contribution of non-cash assets from owner 14 654 - 654
Total comprehensive income for the year - 1,103 1,103
Balance at 31 December 2023 49,755 20,738 70,493
Contribution of non-cash assets from owner 14 6,349 - 6,349
Distribution of non-cash assets to owner 14 (1,085) - (1,085)
Total comprehensive income for the year - 346 346
Balance at 31 December 2024 55,019 21,084 76,103

The accompanying notes on pages 5 to 23 are an integral part of these consolidated financial statements.



GEDF GROUP
Consolidated Statement of Cash Flows

In thousands of Georgian Lari Note 2024 2023
Cash flows from operating activities
Profit before income tax 346 1,103
Adjustments for:
Depreciation and amortization 124 47
Write off of property and equipment 884 456
Net impairment losses on PPE 8 - 1,643
Net gain from sale of investment in equity instruments - (1,880)
Net gain from fair value change of derivatives 9 (4,748) (1,615)
Share of results of associates and joint ventures 1,362 745
Interest income 16 (4,902) (7,091)
Foreign exchange loss/(gain), net 6 (50)
Operating cash flows before working capital changes (6,928) (6,642)
Change in inventories - 21
Change in trade and other receivables 28 (12)
Change in trade and other payables 18 (108)
Change in tax assets and tax liabilities 147 11
Changes in working capital 193 (87)
Interest received 4,903 7,094
Net cash (used in)/from operating activities (1,832) 365
Cash flows from investing activities
Purchase of property and equipment and intangible assets (1,273) (1,098)
Investments in associates and joint ventures (24,964) (13,079)
Proceeds from term deposits 43,000 67,500
Cash placement on term deposits (20,000) (56,500)
Proceeds from disposal of investments in equity instruments - 6,153
Net cash (used in)/from investing activities (3,237) 2,976
Cash flows from financing activities
Proceeds from borrowings 1,350 -
Net cash from financing activities 1,350 -
Net (decrease)/increase in cash and cash equivalents (3,718) 3,341
Cash and cash equivalents at the beginning of the year 13 4,161 826
Effect of changes in foreign exchange rate on cash and cash
equivalents @) (6)
Cash and cash equivalents at the end of the year 13 435 4,161

The accompanying notes on pages 5 to 23 are an integral part of these consolidated financial statements.



GEDF GROUP
Notes to the Consolidated Financial Statements — 31 December 2024

1 The Group and its Operations

These consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards for the year ended 31 December 2024 for JSC Georgian Energy Development Fund
(the “Company”, “GEDF”) and its subsidiaries (together referred as “the Group”, “GEDF Group”).

The Company was incorporated on 13 December 2010 under the laws of Georgia. The Company is a Joint
Stock Company, set up in accordance with Georgian regulations and is registered by National Agency of
Public Registry with identification number: 404391975.

The Company’s 100% shareholder and ultimate controlling party is the Government of Georgia (the
“Owner”). The Group is managed by the Ministry of Economy and Sustainable Development of Georgia.
Transactions with related parties are disclosed in Note 7.

Principal activity. The Group’s principal activity is to promote realization of country’s energy potential,
retrieval of appropriate funds, by developing projects and their effective implementation. Based on this, the
Group is engaged in following activities: carrying out preliminary research works, preliminary feasibility
assessment of projects, preliminary environmental impact assessment, finding investors and awakening
their interest in existing projects. The Group’s operating activities are carried out in Georgia.

As at 31 December 2024 and 2023 the Company represents parent entity and has the following subsidiaries
consolidated in its financial statements:

% Ownership interest held

Country of .
Subsidiary operation 31 December 2024 31 December 2023 Type of operation
JSC Namakhvani (i) Georgia 100% 100% Electricity production
LTD Biomas Energy (ii) Georgia 100% 100% Electricity production
LTD Borjomi Power Plant (jii) Georgia 100% 100% Tourist Center
LTD Khaishi Power Plant (iv) Georgia 100% 0% Electricity production

(i) JSC Namakhvani was engaged in construction of hydro power plant in the west part of Georgia until
2021 when the construction stopped. JSC Namakhvani carries accounts receivable (refer to Note 11) from
LLC Enka Renewables, entity that had signed memorandum with the Government of Georgia regarding
construction and for future operating of HPP.

(i) LTD Biomas Energy is engaged in planting the Poplar trees, which has high potential of alternative
energy, and construction of Biomass power plant, which is in pre-construction phase. In March 2022, GEDF
became the 100% owner of subsidiary since majority shareholder, Georgian Bio Energy LLC previously
owning 71%, couldn’t fulfil the contractual terms stipulated by the shareholder agreement.

(iif) LTD Borjomi Power Plant was initially engaged in rehabilitation of historical hydro power plant (HPP) of
Borjomi (operated throughout 1899-1950 years) to be operated as HPP. However, as a result of further
studies and research, identified complexities surrounding the construction and operation of HPP, initial plan
was revised to reconstruct Borjomi HPP as a museum for truism attraction.

(iv) In 2024, the Company initiated a new project currently in the pre-construction phase. The project
involves the development of a hydro power plant located in Khaishi.

Registered address. The address of the Company’s registered address is Isani-Samgori District, Kakheti
Highway, Ne21, Tbilisi, Georgia.

Presentation currency. These consolidated financial statements are presented in Georgian Lari ("GEL"),
unless otherwise stated.



GEDF GROUP
Notes to the Consolidated Financial Statements — 31 December 2024

2 Operating Environment of the Group

The Group’s principal business activities are within Georgia. Georgia displays certain characteristics of an
emerging market, including relatively high inflation and high interest rates. Tax, currency, and customs
legislation is subject to varying interpretations and contributes to the challenged faced by companies
operating in Georgia. The future economic direction of Georgia is largely dependent upon the effectiveness
of economic, financial, and monetary measures undertaken by the Government, together with tax, legal,
regulatory and political developments.

War between Russia and Ukraine. On 24 February 2022, following a significant Russian military build-up
near the Russia-Ukraine border, Russian troops crossed the border. The Group has no direct exposure to
Ukraine, Russia and Belarus. Management assumes that this will have no discernible impact on the Group’s
activities. As the war is still waging, it is impossible to reliably assess full impact this may have on the Group
as there is uncertainty over the magnitude of the impact on the economy in general. Management is closely
monitoring the economic situation in the current environment.

The long-term effects of the current economic situation are difficult to predict, and management’s current
expectations and estimates could differ from the actual results.

Climate change. The Group is exposed to climate change risks. In respect of risks related to the climate
change. The Group management has taken note of global awareness and concerns about the potential
impact of climate change. Currently, this matter has had no significant impact on the financial statements,
and the future effects on the Group’s activities and business plans are difficult to predict. Management
continues to monitor developments in this area and will respond as necessary to ensure the Group’s viability
and will adopt all government guidelines if and when these are issued in the markets in which the Group
operates.

3 Material Accounting Policies

Basis of preparation. These consolidated financial statements have been prepared in accordance with
International Financial Reporting Standards (“IFRS”) and with the disclosure requirements of the Law of
Georgia on Accounting, Reporting and Auditing, under the historical cost convention, as modified by the
initial recognition of financial instruments based on fair value. The principal accounting policies applied in
the preparation of these consolidated financial statements are set out below. These policies have been
consistently applied to all the periods presented, unless otherwise stated. Refer to Note 5.

The preparation of consolidated financial statements in conformity with IFRS requires the use of certain
critical accounting estimates. It also requires management to exercise its judgement in the process of
applying the Group’s accounting policies. The areas involving a higher degree of judgement or complexity,
or areas where assumptions and estimates are significant to the consolidated financial statements are
disclosed in Note 4.

Consolidated financial statements. Subsidiaries are those investees, that the Group controls because
the Group (i) has power to direct the relevant activities of the investees that significantly affect their returns,
(ii) has exposure, or rights, to variable returns from its involvement with the investees, and (iii) has the ability
to use its power over the investees to affect the amount of the investor’s returns. The existence and effect
of substantive rights, including substantive potential voting rights, are considered when assessing whether
the Group has power over another entity. For a right to be substantive, the holder must have a practical
ability to exercise that right when decisions about the direction of the relevant activities of the investee need
to be made. The Group may have power over an investee even when it holds less than the majority of the
voting power in an investee. In such a case, the Group assesses the size of its voting rights relative to the
size and dispersion of holdings of the other vote holders to determine if it has de-facto power over the
investee. Protective rights of other investors, such as those that relate to fundamental changes of the
investee’s activities or apply only in exceptional circumstances, do not prevent the Group from controlling
an investee. Subsidiaries are consolidated from the date on which control is transferred to the Group
(acquisition date) and are deconsolidated from the date on which control ceases.

The acquisition method of accounting is used to account for the acquisition of subsidiaries. Identifiable
assets acquired and liabilities and contingent liabilities assumed in a business combination are measured
at their fair values at the acquisition date, irrespective of the extent of any non-controlling interest.



GEDF GROUP
Notes to the Consolidated Financial Statements — 31 December 2024

3 Material Accounting Policies (Continued)

The consideration transferred for the acquiree is measured at the fair value of the assets given up, equity
instruments issued and liabilities incurred or assumed, including the fair value of assets or liabilities from
contingent consideration arrangements, but excludes acquisition related costs such as advisory, legal,
valuation and similar professional services. Transaction costs related to the acquisition of and incurred for
issuing equity instruments are deducted from equity; transaction costs incurred for issuing debt as part of
the business combination are deducted from the carrying amount of the debt and all other transaction costs
associated with the acquisition are expensed.

Intercompany transactions, balances and unrealised gains on transactions between Group companies are
eliminated; unrealised losses are also eliminated unless the cost cannot be recovered. The Company and
all of its subsidiaries use uniform accounting policies consistent with the Group’s policies.

Functional and presentation currency. Items included in the consolidated financial statements are
measured using the currency of the primary economic environment in which the Group operates (‘the
functional currency’). The consolidated financial statements are presented in Georgian Lari, which is the
Group’s functional and presentation currency.

Transactions and balances. Foreign currency transactions are translated into the functional currency
using the exchange rates prevailing at the dates of the transactions or valuation where items are
premeasured. Foreign exchange gains and losses resulting from the settlement of such transactions and
from the translation at year-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are included in the statement of comprehensive income for the period.

Foreign exchange gains and losses resulted from monetary assets/liabilities are presented in the statement
of comprehensive income within “Foreign exchange gain(loss), net”.

Table below presents the closing exchange rates set by the National Bank of Georgia:

UsD
Exchange rate as at 31 December 2024 2.8068
Exchange rate as at 31 December 2023 2.6894

Financial assets. According to IFRS 9 — “Financial Instruments” financial assets could be classified into
three categories — “Financial assets at amortized cost”, “Financial assets at fair value through profit or loss”,
“Financial assets at fair value through other comprehensive income”.

The Group has estimated which business model was sufficient to the Group’s financial assets and has
classified them as “Financial assets at amortized cost’.

Financial assets at amortized 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 recognized at fair value plus transaction
costs that are directly attributable to their acquisition or issue and are subsequently carried at amortized
cost using the effective interest rate method, less provision for impairment.

Impairment provisions for current trade receivables are recognized based on the simplified approach within
IFRS 9 using a provision matrix in the determination of the lifetime expected credit losses. During this
process the probability of the non-payment of the trade receivables is assessed. This probability is then
multiplied by the amount of the expected loss arising from default to determine the lifetime expected credit
loss for the trade receivables. For trade receivables, which are reported net, such provisions are recorded
in a separate provision account with the loss being recognized within operational expenses in the statement
of comprehensive income. On confirmation that the trade receivable will not be collectable, the gross
carrying value of the asset is written off against the associated provision.

The Group's financial assets measured at amortized cost comprise trade and other receivables and cash
and cash equivalents in the statement of financial position. Cash and cash equivalents include all bank
placements or receivables and restricted cash with original maturities of less than three months, or they
can be converted into cash with insignificant risk of change in value.



GEDF GROUP
Notes to the Consolidated Financial Statements — 31 December 2024

3 Material Accounting Policies (Continued)

Derivative financial instruments Derivative financial instruments are carried at their fair value. All
derivative instruments are carried as assets when fair value is positive and as liabilities when fair value is
negative. Changes in the fair value of derivative instruments are included in the profit or loss and other
comprehensive income for the year. The Group does not apply hedge accounting.

Financial liabilities. According to IFRS 9 financial liabilities could be classified for one of these categories
— “Financial liability at fair value through profit or loss” and “Other financial liabilities”. The Group classified
all of its financial liabilities as “Other financial liabilities”. The Group's other financial liabilities comprise trade
payables, other short-term and long-term liabilities and lease liabilities.

Other financial liabilities are initially recognized at fair value plus transaction costs that are directly
attributable to their release. The liabilities of such interest are subsequently recorded at amortized cost
using the effective interest rate method which ensures accrual of interest on the carrying amount of the
financial liability at constant rate. Interest expenses for any financial liability include the initial transaction
costs and any additional charges for the redemption of the obligation.

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

Derecognition of financial assets and financial liabilities. The Group derecognizes financial liabilities
when, and only when, the Group’s obligations are discharged, cancelled or they expire. Where 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. The difference between the
carrying amount of the financial liability derecognized and the consideration paid and payable is recognized
in other comprehensive income.

The Group derecognizes financial assets when, and only when, when the rights to receive cash flows from
the contract expires or these rights shall be transferred to the other party along with all risks and benefits
related to the right of ownership. Any share in the financial asset which is retained by the Group shall be
recognized as a separate asset or liability.

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

o Lease payments made at or before commencement of the lease;
e Initial direct costs incurred; and

e The amount of any provision recognized where the Group is contractually required to dismantle, remove
or restore the leased asset.

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
reduced as a result of accrual of depreciation.

Depreciation should be accrued on a straight-line basis from the effective date of the lease term until the
end of the useful life of the lease, or during the economic life of the asset, if the latter has a shorter maturity
than the lease term. During current and comparative reporting periods, right-of-use assets were depreciated
at 3-6 years of useful life.

Inventories. Inventories are measured at the lower of cost and net realizable value. The cost of inventories
is based on the weighted average cost principle, and includes expenditure incurred in acquiring the
inventories, production or conversion costs and other costs incurred in bringing them to their existing
location and condition.



GEDF GROUP
Notes to the Consolidated Financial Statements — 31 December 2024

3 Material Accounting Policies (Continued)

Net realizable value is the estimated selling price in the ordinary course of business, less the estimated
selling expenses.

Property and equipment - Recognition and measurement. Items of property and equipment are
measured at cost less accumulated depreciation and accumulated impairment losses.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of self-
constructed assets includes the cost of materials and direct labour, any other costs directly attributable to
bringing the asset to a working condition for their intended use, the costs of dismantling and removing the
items and restoring the site on which they are located.

If significant parts of an item of property and equipment have different useful lives, they are accounted for
as separate items (major components) of property and equipment.

Any gain or loss on disposal of an item of property and equipment is determined by comparing the proceeds
from disposal with the carrying amount of property and equipment and is recognized net within other
income/other expenses in statement of comprehensive income.

Subsequent expenditure. The cost of replacing a component of an item of property and equipment is
recognized in the carrying amount of the item if it is probable that the future economic benefits embodied
within the component will flow to the Group, and its cost can be measured reliably. The carrying amount of
the replaced component is derecognized. The costs of the day-to-day servicing of property and equipment
are recognized in the statement of comprehensive income as incurred.

Depreciation. Items of property and equipment are depreciated from the date that they are installed and
are ready for use, or in respect of internally constructed assets, from the date that the asset is completed
and ready for use. Depreciation is based on the cost of an asset less its estimated residual value.

Depreciation is recognised in the statement of comprehensive income on a straight-line basis over the
estimated useful lives of each part of an item of property and equipment, since this most closely reflects
the expected pattern of consumption of the future economic benefits embodied in the asset. Land is not
depreciated.

The estimated useful lives of significant items of property and equipment for the current and comparative
periods are as follows:

Group Useful lives
Buildings 20
Vehicles 5-10
Office equipment and furniture 5-10

Useful lives and residual values are reviewed at each reporting date and adjusted if appropriate.

Intangible assets. Intangible assets are initially recognized at cost and is amortized on a straight-line basis
over the estimated useful lives. The cost of an internally generated intangible asset comprises direct labour
and all directly attributable costs necessary to create, produce, and prepare the asset to be capable of
operating in the manner intended by management. Amortization expense is included in other expenses, in
the statement of comprehensive income.

The estimated useful lives of the intangible assets are 5 year. All intangible assets are amortized on a
straight-line basis.

Impairment of non-financial assets. The carrying amounts of the Group’s non-financial assets, other than
inventories are reviewed in line with IAS 36 at each reporting date to determine whether there is any
indication of impairment. In assessing whether there is any indication that an asset might be impaired, the
Group considers external and internal sources of information, including the Owner’s intention and ability to
provide financial support, through equity or other capital contribution, in respect with certain specific assets,
non-commercially viable projects and/or investments made as per the Owner’s instructions. If any such
indication exists, then the asset’s recoverable amount is estimated.
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3 Material Accounting Policies (Continued)

For the purpose of impairment testing, assets that cannot be tested individually are grouped together into
the smallest group of assets that generates cash inflows from continuing use that are largely independent
of the cash inflows of other assets or CGU.

The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less costs to
sell. 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 or CGU.

Impairment losses are recognized in the statement of comprehensive income. Impairment losses
recognised in respect of CGUs are allocated to reduce the carrying amounts of the other assets in the CGU
(group of CGUSs) on a pro rata basis.

Impairment losses recognized in prior periods are assessed at each reporting date for any indications that
the loss has decreased or no longer exists. An impairment loss is reversed only to the extent that the asset’s
carrying amount does not exceed the carrying amount that would have been determined, net of depreciation
or amortization, if no impairment loss had been recognized.

Investment in associate. An associate is an entity over which the investor has significant influence (directly
or indirectly), but not control. On initial recognition the investment in an associate is recognised at cost, and
the carrying amount is increased or decreased to recognise the investor’'s share of the profit or loss of the
investee after the date of acquisition. The investor’s share of the investee’s profit or loss is recognised in
the investor’'s profit or loss. Distributions received from an investee reduce the carrying amount of the
investment. Adjustments to the carrying amount may also be necessary for changes in the investor’s
proportionate interest in the investee arising from changes in the investee’s other comprehensive income.
Such changes include those arising from the revaluation of property, plant and equipment and from foreign
exchange translation differences. The investor’'s share of those changes is recognised in the investor’s
other comprehensive income.

Dividend income. Dividend income is recognised when the Group’s right to receive the amount is
established.

Net gain from sale of investments. The difference between the carrying amount of the investments in
associates and joint venture, derecognized and the consideration received, recognized as net gain from
the sale of investment through profit or loss and other comprehensive income .

Joint arrangements. Investments in joint arrangements are classified as either joint operations or joint
ventures depending on the contractual rights and obligations of each investor. The Company has assessed
the nature of its joint arrangements and determined them to be joint ventures. Joint ventures are accounted
for using the equity method.

Equity. The amount of Group’s authorised Share capital is defined by the Group’s Charter. The changes
in the Group’s Charter (changes in share capital, ownership, etc.) shall be made only based on the decision
of the Group’s shareholders. The authorised capital is recognised as share capital in the equity of the Group
to the extent that it was contributed by the shareholders to the Group.

Shareholders contribution is recognised at the fair value. Capital (equity) growth is recorded at the fair value
of the assets included. The capital reduction is recorded at the carrying amount of the assets disposed.
The withdrawal of non-monetary assets does not fall into the scope of IFRIC 17 (Distribution of non-cash
assets to the owners), since the final owner of the asset is not changed.

Tax asset and income tax expense. Taxes other than income tax are recognised when obligating events
have occurred. The obligating events are an event that raises a liability to pay a tax. Taxes are calculated
in accordance with Georgian legislation. Prepaid taxes are recognised as assets.

The Group recognises the income tax payable on the distribution of dividends as a liability and an expense
in the period in which the dividends are declared regardless of the period for which the dividends are
declared or the period in which the dividends are ultimately distributed. 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 the Companies registered in Georgia that could result in deferred tax assets or
deferred tax liabilities.
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3 Material Accounting Policies (Continued)

Revenue from contracts with customers. The Group uses a single, five-step model to be applied to all
contracts with customers. The five steps in the model are as follows:

+ Identify the contract with the customer;

» Identify the performance obligations in the contract;

» Determine the transaction price;

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

The Group recognises income when or as a performance obligation is satisfied, i.e., when ‘control’ of the
assets underlying the particular performance obligation is transferred to the customer.

Performance obligation and timeliness of revenue recognition. Income is recognized when the control for
the assets is transferred to the customer and other services are delivered. Income is recognized at the time
when the ownership is transferred to customers or service is rendered.

Define the contract cost. The main contractual value of the Group's income is fixed and therefore, the
income from each contract is determined by the fixed price.

Distribution of value between the obligations to be fulfilled. The essential part of the Group's contracts is
fixed payment. Each case has an independent contract that does not include additional services.
Accordingly, the Group distributes the entire contract price to specific transactions.

The Group has used following exceptions:

+ Does not consider a significant component of financing when the difference between the date of
transaction control on the asset and the date of reimbursement for the user is less than one year; and

+ Additional expenses for concluding a contract will be recognized in their expenses if the duration of the
amortization period does not exceed one year.

Finance income. The Group’s finance income includes interest income on bank placements. Interest
income is recognised using the effective interest method.

Finance expense. The Group’s finance expense includes financial expense on amortization effect of
restructured financial payable. Interest expense is recognised using the effective interest method.

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

Expenses are recognized in the statement of comprehensive income immediately, if the expenses do not
result in future economic profit anymore, or if future economic profit do not meet or stop to meet the
requirements of recognition as an asset in the balance sheet.

Employee benefits. Short-term employee benefit obligations are measured on an undiscounted basis and
are expensed as the related service is provided. A liability is recognised for the amount expected to be paid
under short-term bonus if the Group has a present legal or constructive obligation to pay this amount as a
result of past service provided by the employee, and the obligation can be estimated reliably.

Provisions, contingent liabilities and contingent assets. Contingent liabilities are not reflected in the
consolidated 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. The information on contingent liabilities
is disclosed in the Notes to the consolidated financial statements with the exception of cases, when the
outflow of economic benefits is unlikely.

Contingent assets are not reflected in the consolidated financial statements, but the information on them is
disclosed when inflow of economic benefits is possible. If economic benefits are sure to occur, an asset
and related income are recognized in the consolidated financial statements for the period, when the
evaluation change occurred.

11
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3 Material Accounting Policies (Continued)

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. An obligating event is an event that creates a legal or constructive obligation
that results in an entity having no realistic alternative to settling that obligation.

A legal obligation is an obligation that derives from:
(a) A contract (through its explicit or implicit terms); (b) Legislation; or (c) Other operation of law.
A constructive obligation is an obligation that derives from an entity's actions where:

(@) By an established pattern of past practice, published policies or a sufficiently specific current
statement, the entity has indicated to other parties that it will accept certain responsibilities; and

(b) As a result, the entity has created a valid expectation on the part of those other parties that it will
discharge those responsibilities.

Events after the reporting period. Events after the reporting period and events before the date of
consolidated financial statements authorization for issue that provide additional information about the
Group’s consolidated financial statements are reported in the consolidated financial statements. Events
after the reporting period that do not affect the financial position of the Group at the balance sheet date are
disclosed in the notes to the consolidated financial statements when material.

Amendment of the consolidated financial statements after issue. Any changes to these consolidated
financial statements after issue require approval of the Group’s management who authorised these
consolidated financial statements for issue.

4 Critical Accounting Estimates and Judgments in Applying Accounting Policies

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

Useful lives of property and equipment. Property and equipment are depreciated over their useful lives.
Useful lives are based on the management's estimates of the period that the assets will generate revenue,
which are periodically reviewed. Changes to estimates can result in significant variations in the carrying value
and amounts charged to the statement of comprehensive income in specific periods.

Impairment indicators for property and equipment and investments in associates and joint ventures.
At each balance sheet date, the Group assesses whether there is any indication that the recoverable amount
of the Group’s assets has declined below the carrying value. As at 31 December 2024, Management has
considered all relevant internal and external factors and concluded that there is not indicator of impairment
(2023: Impairment loss amounted to GEL 1,643 charged in the statement of profit of loss and other
comprehensive income). For details, refer to Note 8.

Fair value of derivative financial instruments. The Group holds investments in associates and joint ventures.
The investment agreements with third-party partners (i.e., partners in associates and joint ventures) include
both call and put options. The exercise price of these options is determined based on the actual investment
amount, increased by a specified interest rate ranging from 13% to 60%. Management believes that the fair
value of these derivative financial instruments corresponds to their exercisable value (Note 9).
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5 Adoption of New or Revised Standards and Interpretations

The following new standards and the amendments became effective from 1 January 2024:

Amendments to IFRS 16 Leases: Lease Liability in a Sale and Leaseback (issued on 22 September
2022 and effective for annual periods beginning on or after 1 January 2024).

Classification of liabilities as current or non-current — Amendments to IAS 1 (originally issued on
23 January 2020 and subsequently amended on 15 July 2020 and 31 October 2022, ultimately
effective for annual periods beginning on or after 1 January 2024).

Amendments to IAS 7 Statement of Cash Flows and IFRS 7 Financial Instruments: Disclosures:
Supplier Finance Arrangements (Issued on 25 May 2023).

The application of the above amendments had no significant impact on the Group's consolidated financial
statements.

6 New Accounting Pronouncements

Certain new standards and interpretations have been issued that are mandatory for the annual periods
beginning on or after 1 January 2025 or later, and which the Group has not early adopted:

Amendments to IAS 21 Lack of Exchangeability (Issued on 15 August 2023 and effective for annual
periods beginning on or after 1 January 2025).

Amendments to the Classification and Measurement of Financial Instruments - Amendments to
IFRS 9 and IFRS 7 (issued on 30 May 2024 and effective for annual periods beginning on or after 1
January 2026)

IFRS 18 Presentation and Disclosure in Financial Statements (Issued on 9 April 2024 and effective
for annual periods beginning on or after 1 January 2027)

IFRS 19 Subsidiaries without Public Accountability: Disclosures (Issued on 9 May 2024 and
effective for annual periods beginning on or after 1 January 2027).

IFRS 14, Regulatory Deferral Accounts (issued on 30 January 2014 and effective for annual periods
beginning on or after 1 January 2016).

Sale or Contribution of Assets between an Investor and its Associate or Joint Venture —
Amendments to IFRS 10 and IAS 28 (issued on 11 September 2014 and effective for annual periods
beginning on or after a date to be determined by the IASB).

Annual Improvements to IFRS Accounting Standards (Issued in July 2024 and effective from
1 January 2026).

Contracts Referencing Nature-dependent Electricity Amendments to IFRS 9 and IFRS 7 (Issued on
18 December 2024 and effective from 1 January 2026).

Unless otherwise described above, the new standards and interpretations are not expected to significantly
affect the Group’s consolidated financial statements.

7 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.

Key management compensation. Compensation paid to key management for their services in full time
executive management positions is made up of a contractual salary and other compensation. Key
management includes the Director and the head of departments of the Group. Total compensation for key
management amounted to GEL 474 thousand (2023: GEL 518 thousand).
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8 Property and Equipment

Land Projects in Office Vehicles Total
development equipment

In thousands of Georgian Lari phase and furniture
Historical cost
1 January 2023 2,905 2,160 366 502 5,933
Additions - 924 91 332 1,347
Disposal - (448) - (65) (513)
31 December 2023 2,905 2,636 457 769 6,767
Additions - 1,164 62 80 1,306
Contribution from owners 5,286 1,063 - - 6,349
Distribution to owners (1,085) - - (62) (1,147)
Disposal - (960) - (116) (1,076)
31 December 2024 7,106 3,903 519 671 12,199
Accumulated depreciation
1 January 2023 - - (309) (203) (512)
Depreciation charge - - (26) (29) (45)
Impairment charge - (1,643) - - (1,643)
Disposals - - - 57 57
31 December 2023 - (1,643) (335) (165) (2,143)
Depreciation charge - - (31) (90) (121)
Disposals - - - 18 18
31 December 2024 - (1,643) (366) (237) (2,246)
Net book value
1 January 2023 2,905 2,160 57 299 5,421
31 December 2023 2,905 993 122 604 4,624
31 December 2024 7,106 2,260 153 434 9,953

Contribution of non-cash assets from owners. In 2024, the owner of JSC Georgian Energy Development
Fund contributed a land and HPP project in the development phase to the Company’s share capital. The
fair value of the contributed land was determined by the LEPL Levan Samkharauli National Forensics
Bureau using the market approach. The fair value of the development-phase project, namely the Akhieli
Hydropower Plant (HPP), was assessed by Moore ABC using a discounted cash flow (DCF) analysis.

Distribution of non-cash assets to owners. In 2024, JSC Georgian Energy Development Fund
distributed a land plot to its owner. The fair value of the distributed land was determined by the LEPL Levan
Samkharauli National Forensics Bureau using the market approach.

Projects in development phase. Projects in development phase include: Akhieli HPP - contributed by the
owner (Government of Georgia) in 2024; Energy Map - an ongoing development project initiated by the
Group.

Impairment test. As of 31 December 2024, management has considered all relevant internal and external
factors and concluded that there is not indicator of impairment. As of 31 December 2023, management
identified indicators for impairment for the Group's property and equipment in LTD Borjomi Power Plant
(BPP). A preliminary analysis indicated that the recoverable amount of the property and equipment may be
lower than their carrying value. Accordingly, management conducted an impairment test to determine the
recoverable amount as of 31 December 2023.
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8 Property and Equipment (Continued)

Management engaged external independent appraiser to determine recoverable amount of property and
equipment in BPP. They estimated the recoverable amount of the cash-generating unit (CGU) as higher of
respective fair value less cost of disposal (FVLCD) and value in use (VIU). Discounted cash flow (DCF)
method was used for VIU calculation and based on income approach adopting a 10-year discounted cash
flow method to arrive at a net present value of property and equipment. Since it is assumed that the property
will continue generating cash flows beyond the projection period, its value at that point (“terminal value”) is
estimated and discounted to present value. The carrying amount of CGU (Property and equipment) as of
31 December 2023 was GEL 3,172 thousand, lower than its recoverable amount of GEL 1,529 thousand
and impairment losses of GEL 1,643 thousand was recognised in the statement of profit or loss and other
comprehensive income. The fair value measurement was categorised as a level 3 fair value based on the
inputs in the valuation technique used.

Assumptions used for value-in-use calculations to which the recoverable amount is most sensitive were
estimated rent rate of $9-$11 per sq. meter and of discount rate of 15.59%. Had these estimated rent rates
increased or decreased by 1%, the total fair value of CGU would be GEL 120 thousand higher or GEL 120
thousand lower, respectively. Had these discount rate increased or decreased by 1%, the total fair value of
CGU would be GEL 80 thousand lower or GEL 90 thousand higher, respectively.

9 Investments in Associates and Joint Ventures

Ownership interest I_nvestmen_ts_in Derivat!ve financial
held associates and joint instruments
ventures

31 31 31 31 31 31

In thousands of Georgian December December December December December  December

Lari 2024 2023 2024 2023 2024 2023

LTD Chordula HPP (i) 80.7% 45% 2,269 2,266 167 694

LTD Georgian Solar

Company 10% 10% 541 543 1,000 -
LTD Enguri Pumped-Storage

Power Plant (ii) 50% 50% 2,148 1,227 - -

LTD Parvus Barsa (iii) 49.9% 49.9% 35,401 11,949 3,955 921

JSC Calik Georgia Wind 15% 15% 805 815 478 -

Total 41,164 16,800 5,600 1,615

(i) LTD Chordula HPP operates hydro power plants located in Racha-Lechkhumi and Svaneti. The Group
owns 80.7%, while remaining 19.3% is owned by LTD Racha Energy (2023: Group 45%, LTD Racha
Energy 55%). Investment contract, signed on 28 October 2019, includes put and call options on shares
effective in 2 years’ time since the date of commencement of the operations on April 2022. During 2024,
the Group intended to exercise its put option, but LTD Racha Energy was unable to buy. On 15 April 2024
parties amended the investment contract and agreed to prolong put option till April 2025 and LTD Racha
Energy agreed to transfer 35.7% shares to the Group free of charge. Derivative financial instrument balance
as of 15 April 2024 amounted to GEL 763 thousand, which as a result of exercise of the option became
part of the cost of investments in associates and joint ventures. Year-end balance of derivative financial
instruments as of 31 December 2024 is GEL 166 thousand (31 December 2023: GEL 694 thousand).

(i) LTD Enguri Pumped-Storage Power Plant was established on 13 June 2018 to facilitate the development
of a high-capacity pumped-storage facility at the Enguri HPP arch dam. Initially, JSC Georgian Energy
Development Fund (GEDF) held a 20% ownership stake in the company. In 2023, GEDF increased its
shareholding by an additional 30% through a capital contribution made by the owner of JSC Energy
Development Fund (Government of Georgia), bringing its total stake to 50%. A comprehensive feasibility
study for the project has been completed by the consulting firm Gruner Stucky Ltd and has been formally
submitted to the Ministry for evaluation and further consideration.

(i) LTD Parvus Basra, established in 2023, is engaged in the construction of three hydropower plants
(HPPs) located in the Ozurgeti municipality over river Basra. Shareholding structure includes a put option
held by the Group and a call option held by Parvus Group LLC, which owns the remaining 50.1% of the
shares.
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9 Investments in Associates and Joint Ventures (Continued)

In 2024, further technical assessments identified opportunities to increase the installed capacity of the
planned facilities. As a result, on 12 November 2024, the Group and its partner, Parvus Group LLC, signed
an agreement to initiate the development of a fourth HPP under the project.

As of 31 December 2024, the carrying amount of derivative financial instruments related to these options
was GEL 3,955 thousand (31 December 2023: GEL 921 thousand).

10 Tax Assets and Tax Liabilities

According to the amendment to the tax legislation of Georgia, from January 1, 2016 taxes are paid on the

unified treasury code. As a result, the Company's tax assets and liabilities are presented on a net basis in
the separate financial statements under tax liability or tax asset.

11 Trade and Other Receivables

In thousands of Georgian Lari 31 December 2024 31 December 2023
Financial assets

Trade receivables from other parties 10,405 10,406
Total financial assets 10,405 10,406
Advances paid 2 29
Total non-financial assets 2 29
Total trade and other receivables 10,407 10,435
Net impairment losses on trade and other receivables* (10,405) (10,405)
Total trade and other receivables, net 2 30

The following table explains the changes in the credit loss allowance for trade receivables between the
beginning and the end of the annual period:

In thousands of Georgian Lari 2024 2023

1 January 10,405 10,405

Impairment allowance increase - -

31 December 10,405 10,405

* As of 31 December 2022, JSC Namakhvani has trade and other receivables originated from the sale of
assets to LLC Clean Energy Georgia (renamed as LLC Enka Renewables) occurred in 2019 in relation to
construction of Namakhvani HPP. As construction process was stopped in 2021, the Group management
established 100% impairment allowance in respect with respective trade receivables.

The carrying amounts of Group’s trade and other receivables, which is classified as “Financial assets at
amortized cost”, approximate their fair values. Additional information about liquidity and currency of trade
and other receivables is disclosed in the Note 18.
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12 Term Deposits

Amounts due from credit institutions represents time deposits with the original maturities of more than 90
days. As at 31 December 2024 the Group had GEL 20,000 thousand deposits in JSC Credo Bank, JSC
Tera Bank and JSC Bank of Georgia. As at 31 December 2023 the Group had GEL 43,000 thousand
deposits in JSC Tera Bank and JSC Liberty Bank. Interest income on term deposits was GEL 4,687

thousand (2023: GEL 6,924 thousand).

Term deposit of GEL 5,000 thousand is pledged as a collateral for the borrowings from Bank of Georgia

JSC. The maturity of the borrowings is June 2025.

The table below discloses the credit quality of term deposits based on credit risk grades. Refer to Note 18

for the description of the Group’s credit risk grading system.

In thousands of Georgian Lari

31 December 2024

31 December 2023

- Excellent - 29,000
- Good 10,000 14,000
- Satisfactory 10,000 -
Total 20,000 43,000

13 Cash and Cash Equivalents

In thousands of Georgian Lari

31 December 2024

31 December 2023

Cash at bank in GEL 435 4,161
Cash at bank in foreign currencies - -
Total 435 4,161

Interest income on cash and cash equivalents was GEL 215 thousand (2023: GEL 171 thousand).

The table below discloses the credit quality of cash and cash equivalents balances based on credit risk
grades. Refer to Note 18 for the description of the Group’s credit risk grading system.

In thousands of Georgian Lari

31 December 2024

31 December 2023

- Excellent - 4,161
- Good 434 -
- Satisfactory 1 -
Total 435 4,161

14 Share Capital

As at 31 December 2024 the Company had 55,019 thousand (2023: 49,755 thousand) authorized, issued

and paid in shares, each with a nominal value of GEL 1.

In 2024, the Company's share capital has been increased by contribution of property and equipment,
specifically land and HPP projects in development phase with fair value of GEL 6,349 thousand (Note 8).

In 2024, the Company's share capital has been decreased by distribution of property and equipment,

specifically land with fair value of GEL 1,085 thousand (Note 8).
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14 Share Capital (Continued)

In 2023, the Company’s share capital has been increased by contribution of additional 30% share in LTD
Enguri Pumped-Storage Power Plant with fair value of GEL 654 thousand.

15 Professional Services and Other Expenses

In thousands of Georgian Lari 2024 2023
Professional services 337 1,110
Taxes other than income tax 286 55
Rent expense 281 281
Membership fees 266 199
Business trips 134 242
Advertising expense 110 183
Repair and maintenance 67 49
Fuel expense 66 71
Utility 23 18
Insurance 14 12
Communication expenses 13 12
Representative expenses 12 105
Office expenses 12 28
Solar panels gifted to village schools - 255
Other expenses 206 253
Total 1,827 2,873

16 Interest Income

In thousands of Georgian Lari 2024 2023
Pasha Bank JSC 2,409 3,897
Tera Bank JSC 849 923
Credo Bank JSC 772 -
Bank of Georgia JSC 689 -
Liberty Bank JSC 180 2,129
TBC Bank JSC 3 142
Total interest income 4,902 7,091

17 Contingencies and Commitments

Legal proceedings. From time to time and in the normal course of business, claims against the Group
may be received. On the basis of its own estimates and both internal and external professional advice,
management is of the opinion that no material losses will be incurred in respect of claims in excess of
provisions that have been made in these consolidated financial statements.

Insurance. The insurance industry in Georgia is in a developing country and many forms of insurance
protection common in other parts of the world are not yet generally available. The Group does not have full
coverage for its facilities, business interruption, or third-party liability in respect of property or environmental
damage arising from accidents on Group property or relating to Group operations. Until the Group obtains
adequate insurance coverage, there is a risk that the loss or destruction of certain assets could have a
material adverse effect on the Group’s operations and financial position.

Tax contingencies. The taxation system in Georgia is relatively new and is characterized by frequent
changes in legislation, official pronouncements and court decisions, which are sometimes unclear,
contradictory and subject to varying interpretation. In the event of a breach of tax legislation, no liabilities
for additional taxes, fines or penalties may be imposed by the tax authorities after three years have passed
since the end of the year in which the breach occurred.
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17 Contingencies and Commitments (Continued)

These circumstances may create tax risks in Georgia that are more significant than in other countries
Management believes that it has provided adequately for tax liabilities based on its interpretations of
applicable Georgian tax legislation, official pronouncements and court decisions. However, the
interpretations of the relevant authorities could differ and the effect on these consolidated financial
statements, if the authorities were successful in enforcing their interpretations, could be significant.

Environmental matters. The enforcement of environmental regulation in Georgia is evolving and the
enforcement posture of government authorities is continually being reconsidered. The Group periodically
evaluates its obligations under environmental regulations. As obligations are determined, they are
recognized immediately. Potential liabilities, which might arise, because of changes in existing regulations,
civil litigation, or legislation, cannot be estimated but could be material. In the current enforcement climate
under existing legislation, management believes that there are no significant liabilities for environmental
damage.

Consideration of climate change. The Group management has taken note of global awareness and
concerns about the potential impact of climate change. Currently, this matter has had no significant impact
on the consolidated financial statements, and the future effects on the Group’s activities and business plans
are difficult to predict. Management continues to monitor developments in this area and will respond as
necessary to ensure the Group’s viability and will adopt all government guidelines if and when these are
issued in the markets in which the Group operates.

18 Financial Risk Management

The Group is exposed to risks that arise from its use of financial instruments. This note describes the
Group’s objectives, policies and processes for managing those risks and the methods used to measure
them. Further quantitative information in respect of these risks is presented throughout these consolidated
financial statements.

Financial assets and financial liabilities that are liquid or have a short-term maturity it is assumed that the
carrying amounts approximate to their fair value.

Major categories of financial instruments. Major categories of financial instruments for which the Group
is exposed to arise a risk is as follows:

In thousands of Georgian Lari Note 31 December 2024 31 December 2023
Financial assets

Trade and other receivables 11 10,405 10,406
Term deposits 12 20,000 43,000
Cash and cash equivalents 13 435 4,161
Total financial assets 30,840 57,567

Financial liabilities

Trade and other payables 66 47
Borrowings 1,350 -
Total financial liabilities 1,416 47
Liquidity gap 29,424 57,557

General objectives, policies and processes. The Management has overall responsibility for the
determination of the Group’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 organizations finance function.
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18 Financial Risk Management (Continued)

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

Through its operations, the Group is exposed to the following financial risks:

e Credit risk

e Liquidity risk

e Market risk

e Currency risk

e Interest rate risk

Credit risk. Credit risk is the risk that one party to a financial instrument will cause a financial loss for the
other party by failing to discharge an obligation. Exposure to credit risk arises from trade receivables, cash
and cash equivalents and as a result of other transactions with counterparties giving rise to financial assets.
The carrying amount of financial assets represents the maximum credit exposure.

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

In thousands of Georgian Lari Note 31 December 2024 31 December 2023

Financial assets

Trade and other receivables 11 10,405 10,406
Term deposits 12 20,000 43,000
Cash and cash equivalents 13 435 4,161
Total financial assets 30,840 57,567

Credit risk grading system. For measuring credit risk and grading financial instruments by the amount of
credit risk, the Group applies an approach based on risk grades estimated by external international rating
agency (Standard & Poor’s — “S&P”). Internal and external credit ratings are mapped on an internally
defined master scale with a specified range of probabilities of default as disclosed in the table below:

Corresponding ratings of external Corresponding PD interval
Master scale credit risk grade international rating agencies (S&P)
Excellent AAA to BB+ 0.01% — 0.5%
Good BB to B+ 0.51% — 3%
Satisfactory B, B- 3% — 10%
Special monitoring CCC+to CC- 10% — 99.9%
Default C, D-I, D-lI 100%

Each master scale credit risk grade is assigned a specific degree of creditworthiness:

e Excellent — strong credit quality with low expected credit risk;

e Good — adequate credit quality with a moderate credit risk;

e Satisfactory — moderate credit quality with a satisfactory credit risk;

e Special monitoring — facilities that require closer monitoring and remedial management; and

e Default — facilities in which a default has occurred.

The rating models are regularly reviewed by the Management, back tested on actual default data and
updated, if necessary. Despite the method used, the Group regularly validates the accuracy of ratings
estimates and appraises the predictive power of the models.
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18 Financial Risk Management (Continued)

Liquidity risk. Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations
associated with its financial liabilities that are settled in contracts, which can significantly influence going
concern of the Group. As of 31 December 2024 and 31 December 2023 the Group did not have significant
liquidity risks.

Market risk. Market risk is the risk that the fair value of a financial instrument will decrease because of
changes in market factors.

Market risk arises from the Group’s use of interest bearing and foreign currency financial instruments. It is
the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
foreign exchange rates (currency risk) and interest rates (interest rate risk).

Currency risk. Currency risk is defined as the risk that the value of a financial instrument will fluctuate due
to changes in foreign exchange rates. The Group is exposed to the effects of fluctuations in the prevailing
foreign currency exchange rates on its financial position and cash flows.

As at 31 December 2024 and as at 31 December 2023 the group had no financial assets and financial
liabilities nominated in following currencies.

Interest rate risk. The interest rate risk is the risk (with variable value) related to the interest-bearing
liabilities, because of the variable rate. The Group has interest rate risk on the restructured trade payable
and lease liabilities. The Group has estimated incremental interest rate for rent payments and calculated it
as weighted-average rate, at which a similar borrowing could be obtained from an independent creditor
under comparable terms and conditions. Interest rate for the restructured trade payable is fixed.

The table below summarizes the Group’s exposure to interest rate risks. The table presents the aggregated
amounts of the Group’s interest-bearing financial assets and interest-bearing financial liabilities at carrying
amounts as at 31 December 2024 and 31 December 2023.

In thousands of Georgian Lari 31 December 2024 31 December 2023
Term deposits 20,000 43,000
Borrowings (1,350) -
Net debt 18,650 43,000

Management of capital. The Group’s objectives when maintaining capital are:

e To safeguard the Group’s ability to continue as a going concern; and
e To provide an adequate return to shareholders.

The Group sets the amount of capital it requires in proportion to risk. The Group manages its capital
structure and adjusts it in the light of changes in economic conditions and the risk characteristics of the
underlying assets.

19 Fair Value Disclosures

Fair value measurements are analysed by level in the fair value hierarchy as follows: (i) level one are
measurements at quoted prices (unadjusted) in active markets for identical assets or liabilities, (ii) level two
measurements are valuations techniques with all material inputs observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived from prices), and (iii) level three measurements are
valuations not based on observable market data (that is, unobservable inputs). Management applies
judgement in categorising financial instruments using the fair value hierarchy. If a fair value measurement
uses observable inputs that require significant adjustment, that measurement is a Level 3 measurement.
The significance of a valuation input is assessed against the fair value measurement in its entirety.
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19 Fair Value Disclosures (Continued)

Management has used all available market information in estimating the fair value of financial instruments
and management believes that the fair value of its short-term receivables, payables, borrowings and
derivative financial instruments approximates their carrying amounts.

Assets and liabilities not measured at fair value but for which fair value is disclosed. Fair values
analysed by level in the fair value hierarchy and the carrying value of assets and liabilities not measured at
fair value are as follows:

31 December 2024 31 December 2023
Level 1 Level2 Level3 Carrying Levell Level2 Level3 Carrying
fair fair fair value fair fair fair value
In thousands of Georgian Lari value value value value value value
ASSETS
Financial assets at AC
- Trade and other receivables - - 2 2 - - 36 36
- Term deposits - 20,000 - 20,000 - 43,000 - 43,000
- Cash and cash equivalents - 435 - 435 - 4,161 - 4,161
Other financial assets
- Derivative financial
instruments - - 5,600 5,600 - - 1,615 1,615
Non-financial assets
- Property and equipment - - 1,529 1,529 - - 1,529 1,529
TOTAL ASSETS - 20,435 7,131 27,566 - 47,161 3,180 50,341
LIABILITIES
Other financial liabilities
- Trade and other Payables - - 64 64 - - 55 55
- Borrowings - 1,350 - 1,350 - - - -
TOTAL LIABILITIES - 1,350 64 1,414 - - 55 55

The fair values in level 2 and 3 of the fair value hierarchy were estimated using the discounted cash flows
valuation technique. The fair value of unquoted fixed interest rate instruments was estimated based on
estimated future cash flows expected to be received discounted at current interest rates for new instruments
with similar credit risks and remaining maturities.

Financial assets carried at amortised cost. The estimated fair value of fixed interest rate instruments is
based on estimated future cash flows expected to be received discounted at current interest rates for new
instruments with similar credit risks and remaining maturities. Discount rates used depend on the credit risk
of the counterparty.

Liabilities carried at amortised cost. The estimated fair value of fixed interest rate instruments with stated
maturities were estimated based on expected cash flows discounted at current interest rates for new
instruments with similar credit risks and remaining maturities. The fair value of liabilities repayable on
demand is estimated as the amount payable on demand, discounted from the first date on which the amount
could be required to be paid.
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20 Events after the Reporting Period

In line with its internal policy to periodically rotate executive leadership in order to foster fresh perspectives
and strategic innovation, In April 2025 the company appointed a new Chief Executive Officer (Vladimer
Dzneladze).

In May 2025 the Group exercised its put option related to the Chordula investee. Negotiations regarding
the settlement of the option’s exercise value is ongoing as of the date of these financial statements.
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