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INDEPENDENT AUDITOR’S REPORT
To the Shareholder and Management of Electricity System Commercial Operator JSC T:4885(32) 253 80,84

Email: mail@rsm.ge
Opinion www.rsm.ge
We have audited the accompanying financial statements of = Electricity System Commercial Operator JSC

» (hereinafter - company. 1D: 205170036), which comprise the statement of financial position as on 31

December 2024 and the statement of profit and loss and other comprehensive income, the statement of

changes in equity and the statement of cash flows for the year then ended, and the notes to the financial

statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as on 31 December 2024, and its financial performance and its cash flows for the
year then ended in accordance with the International Financial Reporting Standards (IFRSs).

Basis for Opinion

We condueted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditors’ Responsibilities for the Audit of the Financial
Statements section of our report, We are independent of the Company in accordance with the International
Ethics Standards Board for Accountants' Code of Ethics for Professional Accountants (IESBA Code)
together with the ethical requirements that are relevant to our audit of the financial statements in jurisdiction,
and we have fulfilled our other ethical responsibilities in accordance with these requirements and the IESBA
Code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Other information

The Company’s Management is responsible for the other information. The other information comprises the
information included in the management report for the year ended 31 December 2024, which we obtained
prior to the date of this auditor’s report.

Our opinion on the financial statements does not cover the other information and we do not express any
form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
and. in doing so., consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated.

If. based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

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

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

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

Those Charged with Governance is responsible for supervision of preparation and presentation of financial
statements.

RSM Georgia LLC. is a member of the RSM network and trades as RSM. RSM is the trading name used by the
me_mbara of the _RSM network. Each member of the RSM network is an independent accounting and consulting firm,
which practices in its own right. The RSM network is not itself a separate legal entity in any jurisdiction




- |

- ]

RSM

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

. Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions. misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control.

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

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

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

We communicate with Those Charged with Governance of the Company, 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.

July 28, 2025
RSM Georgia
(Reg. # SARAS-F-279563)

Engagement Partner: Ali Murtza &0.80\
(Reg. # SARAS-A-577214) Q\%«\
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Assets

Right-of-use asset

Property and equipment
Intangible assets
Investment in equity-accounted investee
Issued loan

Other financial assets
Trade and other debtors
Non-current assets
Inventories

Trade and other debtors
Cash and cash equivalents
Current assets

Total assets

Equity

Share capital

Non-cash owner contribution reserve
Property and equipment revaluation surplus
Retained earnings

Total equity

Non-current Liabilities
Lease liabilities
Non-current liabilities
Current Liabilities

Trade and other payables
Lease Liabilities

Current tax liability
Current liabilities

Total liabilities

Total equity and liabilities

These financial statements were approved by Management on 28 July 2025 and were

signed on their behalf by:

o7
TomnikdKdzargshvili
General Direétor

The statement of financial position is to be read in conjunction with the notes to, and forming part of, the

financial statements set out on pages 9 to 32.

Electricity System Commercial Operator JSC

Statement of Financial Position as at 31 December 2024

Note 31 December 2024 31 December 2023

13 2,409,591 2,792,867
445,803 561.880

7423 14.846

9 & -
- 908,242

. 6,710

10 7,745,231 -
10,608,048 4,284,545

1,725 2,795

10 135,384,521 89,551,216
1 33,042,228 28,052.230
168,428,474 117,606,241

179,036,522 121,890,786

254,724 254,724

(15,660) (15,660)

707,505 707,505

34,049,299 32,201,966

12 34,995,868 33,148,535
13 2,591,900 2,918,183
2,591,900 2,918,183

14 140,974,569 85,022,667
13 327,249 289,915
146,936 511.486

141,448,754 85,824,068

144,040,654 88,742,251

179,036,522 121,890,786

A

v ‘/

Khatuna CHaduneli

Head of Finance Department
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Electricity System Commercial Operator JSC
Statement of Profit or Loss and Other Comprehensive Income for 2024

GEL Note 2024 2023

Revenue S 799,214,214 513,846,556
Cost of revenue 3 (793,004,937) (506,907,461)
Gross profit 6,209,277 6,939,095
Other income 6 12,604 1,560,415
Administrative expenses 7 (6.657.381) (5,575,241)
Impairment losses on trade receivables, net 15 (396,288) (743.733)
Profit/(loss) from operating activities (831,788) 2,180,536
Finance income 3,662,702 5,778,844
Finance costs (412,886) (444.703)
Net finance income 8 3,249,816 5,334,141
Share of losses of equity-accounted investee 9 (570.695) (950,514)
Profit before tax 1,847,333 6,564,163
Income tax = =
Profit for the year 1,847,333 6,564,163

Other comprehensive income
Items that will never be reclassified to profit or loss
Revaluation of property and equipment - -

Other comprehensive income for the year - -

Total comprehensive income for the year 1,847,333 6,564,163

These financial statements were approved by Management on 28 July 2025 and were signed on their

behalf by:
// L

o
Tornike Kiaras ili/ Khatuna Chduneli
General Directo Head of Finance Department

6

The statement of profit or loss and other comprehensive income is to be read in conjunction with the notes to,
and forming part of, thefinancial statements set out on pages 9 to 32.



Electricity System Commercial Operator JSC
Statement of Changes in Equity for 2024

Property and
Non-cash owner equipment

Share contribution revaluation Retained

GEL capital reserve surplus earnings Total equity
Balance at 1 January 2023 254,724 (15,660) 707,505 25,637,803 26,584,372
Total comprehensive loss

Profit for the year - B - 6,564,163 6.564.163
Total comprehensive income

for the year - - - 6,564,163 6,564,163
Balance at 31 December 2023 254,724 (15,660) 707,505 32,201,966 33,148,535
Balance at 1 January 2024 254,724 (15,660) 707,505 32,201,966 33,148,535
Total comprehensive loss

Profit for the year - - - 1,847,333 1,847,333
Total comprehensive income

for the year B E - 1,847,333 1,847,333
Balance at 31 December 2024 254,724 (15,660) 707,505 34,049,299 34,995,868

These financial statements were approved by Management on 28 July 2025 and were signed

on their behalf by:
/
/L7
"l

L?ah > . m{/
Tornike Ka \Sﬂ Khatuna Chaduneli
ector

General Dir Head of Finance Department

7

The statement of changes in equity is to be read in conjunction with the notes to, and forming part of, the
financial statements set out on pages 9 to 32.



Electricity System Commercial Operator JSC
Statement of Cash Flows for 2024

GEL Note 2024 2023

Cash flows from operating activities

Profit for the year 1,847,333 6.564,163
Adjustments for:

Depreciation and amortization 571,184 563,839
Impairment loss on trade receivables, net 15 9,317,018 1,231,583
Net finance income (3,249.816) (5,333.778)
Share of loss of equity-accounted investee 9 570,695 950,151
Cash from operating activities before changes in

working capital and interest paid 9,056,413 3,975,958
Inventories 1,070 1,025
Current tax liability (364.551) (1,718,678)
Trade and other debtors (62,895,553) (30,714,561)
Trade and other payables 55,334,416 27,184,691
Contract liability - (16,155,942)
Cash flows from operations before interest paid 1,131,794 (17,427,507)
Interest paid 13 (412,886) (473,962)
Net cash (used in)/from operating activities 718,908 (17,901,469)
Cash flows from investing activities

Interest received 8 3.689.,452 5,243,687
Contribution to joint venture’s capital 9 - -
Acquisition of intangible assets - -
Acquisition of property and equipment (64.408) (28.840)
Issued loan 908.242 (908.,242)
Net cash from investing activities 4,533,286 4,306,605
Cash flows from financing activities

Repayment of lease liabilities 13 (288,949) (227,873)
Net cash used in financing activities (288,949) (227,873)
Net (decrease)/increase in cash and cash equivalents 4,963,245 (13,822,737)
Cash and cash equivalents at 1 January 11 28,052,233 41,886,981
Effect of exchange rate fluctuations on cash

and cash equivalents 26.750 (12,017)
Cash and cash equivalents at 31 December 11 33,042,228 28,052,230

These financial statements were approved by Management on 28 July 2025 and
were signed on their behalf by:

.
/ //"
D C.//{/’(// g
Kakhagr Kjlria/ Khatuna Chaduneli

General Director Head of Finance Department

8

The statement of cash flows is to be read in conjunction with the notes to, and forming part of, the financial
statements set out on pages 9 to 31.



Electricity System Conumercial Operator JSC
Notes to the Financial Statements for 2024

Note Page Note Page
1. Reporting entity .....cocovverceneicieeneveninnanann 10 12. Capital and reserves ...........cccovvevereeeeereirennes 14
2. Basisof prepartion wu.osussissssssssioans 11 L3 LBHSEE wumansssnirmsisrnsiisnmmisaismmiin 1o
3. Functional and presentation currency........... 11 14. Trade and other payables .........cccccceceeneee. 16
4. Use of estimates and judgments............coenn 11 15. Fair values and risk management................ 16
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(a)

(b)

Electricity System Commercial Operator JSC
Notes to the Financial Statements for 2024

Reporting entity
Organisation and operations

Electricity System Commercial Operator JSC (the Company) was established in Georgia on
1 September 2006 as a limited liability company. On 18 August 2011, the legal form of the Company
was changed to a Joint Stock Company based on the order # 142 of the Minister of Energy and
Natural Resources of Georgia, dated 10 August 2011. The registration number of the Company is
205170036.

The Company’s registered office is 2 Baratashvili Street, Tbilisi, Georgia.

The principal activities of the Company include the sale-purchase of balancing electricity and
guaranteed capacity, import and export of electricity and facilitation of electricity sale-purchase in
Georgia.

According to the “Georgian Law on Electricity and Natural Gas”, starting from September 2010, the
stability, security and reliability of Georgia’s electric energy system is secured by the Guaranteed
Capacity. The thermal power plants, which meet the requirements of the technical parameters
stipulatedby the legislation, represent the sources of the Guaranteed Capacity. The minimum volume
of the Guaranteed Capacity for each source and periods of providing the Guaranteed Capacity are
defined by the Government of Georgia. According to the “Electricity (Capacity) Market Rules”, the
trading with the Guaranteed Capacity is conducted exclusively by the Company. Until
31 August 2014, the Company acted in the capacity of an agent rather than as a principal in these
transactions. Following legislative amendments effective 1 September 2014, the Company has acted
in the guaranteed capacity transaction as a principal.

The Company’s principal activities are defined by the law of Georgia about “Electricity and Natural
Gas™ and Order N77 of the Minister of Energy and Natural Resources dated 30 August 2006,approved
by the “Electricity (Capacity) Market Rules” issued by the Ministry of Energy and Natural Resources
of Georgia. The law of Georgia on “Electricity and Natural Gas™ dated at 30 April 1999 became
invalidon 27 December 2019 when the new Law “Georgian National Energy and Water Supply”
came intoforce. The new law defines the general framework of the upcoming markets and gives
guidelines for the transition period.

The Company’s founder and ultimate controlling party is the Government of Georgia. On
28 February 2020, the Company’s immediate parent company Partnership Fund JSC was replaced
by the Government of Georgia. As of the date of approval of these financial statements, the
Company’s immediate and ultimate parent is the Government of Georgia, represented by the Ministry
of Economy and Sustainable Development of Georgia. Related party transactions are disclosed in
Note 19.

Georgian business environment

The Company’s operations are primarily located in Georgia. Consequently, the company is exposed
to the economic and financial markets of Georgia, which display characteristics of an emerging
market. The legal, tax and regulatory frameworks continue development, but are subject to varying
interpretations and frequent changes which together with other legal and fiscal impediments
contribute to the challenges faced by entities operating in Georgia.

In February 2022, because of the military conflict between the Russian Federation and Ukraine, a
number of countries imposed sanctions against the Russian Federation. The conflict affects not only
the economic activity of two countries but the global economy as well. As a result of sanctions,
commodity and food prices have risen in many countries around the world, the established links
between supply of resources have been disrupted, inflation also affects the prices, and analysts also
forecast economic implications for the global industry. Georgia’s economy was also affected by the
mentioned events and is subject to future uncertainties in economy as described; on the other hand,
growth of Georgian economy was up 10 7% in 2023, driven by higher export and tourism revenues
and strong private consumption, and further single digit economic growth is expected in 2024.

10



(a)

Electricity System Commercial Operator JSC
Notes to the Financial Statements for 2024

The financial statements reflect management’s assessment of the impact of the Georgian business
environment on the operations and the financial position of the Company. The future business
environment may differ from management’s assessment.

Basis of preparation
Statement of compliance

These financial statements have been prepared in accordance with IFRS Accounting Standards as
issued by the International Accounting Standards Board (“IFRS Accounting Standards™).

Functional and presentation currency

The national currency of Georgia is Georgian Lari (“GEL™), which is the Company’s functional
currency and the currency in which these financial statements are presented. All financial information
presented in GEL has been rounded to the nearest unit of currency, except when otherwise indicated.

Use of estimates and judgments

The preparation of financial statements in conformity with IFRS Accounting Standards requires
management to make judgements, estimates and assumptions that affect the application of accounting
policies and the reported amounts of assets, liabilities, income and expenses. Actual results may
differ from those estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to estimates are
recognized prospectively.

Information about judgements made in applying accounting policies that have the most significant
effect on the amounts recognized in the financial statements is included in the following note:

Note 22 (g) — determining whether the Company is acting as a principal or an agent in selling guaranteed
capacity and balancing electricity;

Information about assumptions and estimation uncertainties at the reporting date that have a
significant risk of resulting in a material adjustment to the carrying amounts of assets and liabilities
within the next financial year is include in:

Note 15(b)(ii) — measurement of ECL allowance for trade receivables.
Measurement of fair values

Fair values are categorised into different levels in a fair value hierarchy based on the inputs used in
the valuation techniques as follows:

— Level I: quoted prices (unadjusted) in active markets for identical assets or liabilities.

= Level 2: inputs other than quoted prices included in Level | that are observable for the asset or
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

= Level 3:inputs for the asset or liability that are not based on observable market data (unobservable
inputs).

If the inputs used to measure the fair value of an asset or a liability might be categorised in different
levels of the fair value hierarchy, then the fair value measurement is categorised in its entirety in the
same level of the fair value hierarchy as the lowest level input that is significant to the entire
measurement.

Further information about the assumptions made in measuring fair values is included in Note 15 -
fair values and risk management.

11
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(b)

Revenue and cost of revenue

GEL

Revenue from contracts with customers
Income from sales of balancing electricity
Income from guaranteed capacity service
Income from export of electricity

Income from fixed tariff of services rendered
Income from direct contracts (import)

Total revenue

GEL

Cost of sold balancing electricity

Cost of guaranteed capacity service

Cost of export of electricity

Cost of imported of electricity — direct contracts
Total cost of electricity sold/services rendered

Electricity System Commercial Operator JSC
Notes to the Financial Statements for 2024

2024 2023
629,782,442 341,433,729
154,644,934 154,022,623

8,108,338 10,662,656

5,577,912 5,502,136

1,100,588 2,225,412
799,214,214 513,846,556
2024 2023

(629,782,442) (341,433,729)

(154,644,934) (154,022,623)
(7,338,743) (9.225,697)
(1,238.818) (2.225.412)

(793,004,937) (506,907,461)

The Company is a natural monopolist on balancing electricity market. Prices of balancing electricity
are determined in accordance with the “Electricity (Capacity) Market Rules” issued by the Ministry
of Energy and Natural Resources of Georgia.

The fixed tariff for the service rendered of GEL 0.00019 per KW/H is set by the decision of Georgian
National Energy and Water Regulatory Commission (the “GNERC”) dated 4 December 2008.

Disaggregation of revenue from contracts with customers

In the following table, revenue from contracts with customers is disaggregated by the primary
geographical markets.

GEL 2024 2023

Primary geographical markets

Domestic 791,105,876 503,183,900
Foreign 8,108,338 10,662,656
Total revenues 799,214,214 513,846,556

Contract balances

The following table provides information about receivables and contract liabilities from contracts
with customers.

GEL 2024 2023
Receivables, which are included in "Trade and other debtors",
net of impairment allowance 141,512,951 890,199,554

Due to the nature of the business operations, the Company does not have contract assets from contracts
with customers.

Other income

GEL 2024 2023

Customer penalties for late payment 8,920,730 2,048,265

Impairment losses (8,920,730) (487.850)

Other 12,604 -
12,604 1,560,415

Penalty income amounting to GEL 2,231,258 represents penalties accrued from July 2021 to 31
December 2023, The company recognized this income during the 2024 reporting period, following
the mutual agreement signed on 31 May 2024, As the net impact is nil, the entire penalty amount has
been recognized in the 2024 financial year.

12



Administrative expenses

GEL

Staff costs

Depreciation & amortization*
Representative & business trip expenses
Office expenses

Professional services**
Utilities

Vehicle maintenance & repair
Fuel

Taxes, other than on income
Insurance

Penalty expenses

Other

Electricity System Commercial Operator JSC
Notes to the Financial Statements for 2024

2024 2023
5,126,806 4,315,769
571,184 563,839
177,005 206,103
152,185 162,232
141,786 103.665
48,329 53,209
45,093 40,586
40,937 29,144
5.150 22,157
6,207 11,906
155,582 a
187,117 66,631
6,657,381 5,575,241

*Included in depreciation and amortization is amortization of right of use assets and intangible assets

in the amount of GEL 383

thousand and GEL 7 thousand, respectively (2023:
GEL 382 thousand and GEL 11 thousand).

**Professional services above include fees paid for statutory audit services of GEL 71 thousand

(2023: GEL 71 thousand).

Net finance income

GEL

Interest income
Foreign exchange gain
Finance income

Interest expense accrued on lease liabilities

Foreign exchange Loss
Finance costs

Net finance income recognized in profit or loss

Investment in equity-accounted investee

2024 2023
3,689,452 5,243,690

. 535,154

3,689,452 5,778,844
(412,886) (444,703)
(26.750) -
(439,636) (444,703)
3,249,816 5,334,141

The Company owns interest in Georgian Energy Exchange JSC, which was established in December
2019, with equal shareholdings of 50-50% held by the Company and Georgian State Electrosystem
JSC. Georgian Energy Exchange JSC is an operator of organized electricity markets and ensures the

operation of daily markets.

Having analyzed the terms of the statute under which the entity was incorporated, the management
determined that the Company and the Georgian State Electrosystem JSC exercise joint control over
Georgian Energy Exchange JSC. Thus, equity interest in the entity was accounted for as a joint
venture using the equity method of accounting as at 31 December 2024 and 2023.



10.

11.

12.
(a)

(b)

Electricity System Commercial Operator JSC
Notes to the Financial Statements for 2024

Trade and other debtors

GEL 2024 2023
Current portion
Balancing electricity 111,420,069 59,964,246
Guaranteed capacity 22,187,137 28,625,377
Accrued penalties 948,505 351.662
Services rendered 484,286 573,081
Direct contracts 180,878 36,850
Prepaid expenses 163,646 -
Total current portion 135,384,521 89,551,216
Non-current portion
Balancing electricity 7,745,231 -
Total non-current portion 7,745,231 =
143,129,752 89,551,216

The Company’s exposure to credit risk is disclosed in Note 15.

The trade and other debtors amounting to GEL 7,745,231 represents the trade receivable, which shall
be settled by the end of 31 May 2028, according to agreed instalments.

Cash and cash equivalents

GEL 2024 2023

Bank balances 33,042,228 28,052,230
Cash and cash equivalents in the statements of financial

position and of cash flows 33,042,228 28,052,230

The Company’s exposure to interest rate risk is disclosed in Note 15.

Capital and reserves

Share capital

GEL Ordinary shares

Number of shares 2024 2023
Authorized shares 87.309 87.309
Increased in share capital 167,415 167,415
Par value GEL 1 GEL 1
On issue at 31 December 254,724 254,724

Ordinary shares

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are
entitled to one vote per share at meetings of the Company.

New Law of Georgia on Entrepreneurs defines the term of subscribed capital and requires companies
to ensure compliance till first of April 2025. As at 31 December 2024 Company has not determined
the subscribed capital.

Dividends

Effective 1 January 2022, having regard to the interim or annual financial results, a joint-stock
company may, as provided for by law, adopt a decision on the distribution of profits to the subscribed
shares in the form of dividends, unless:

i. before or as a result of the distribution of dividends, the net assets as set out in the most recent
financial statements of a joint-stock company are lower than the amount of the subscribed capital,
plus the reserves determined by law or the statute, which may not be distributed to shareholders;

ii. the amount of dividends to be distributed exceeds the amount of the net profit of the joint-stock
14



(c)

(d)

13.

Electricity System Commercial Operator JSC
Notes to the Financial Statements for 2024

company specified in the most recent financial statements, or in the case of interim dividends,
earned after drawing up the most recent financial statements, plus any profits brought forward
and amounts drawn from free reserves, less any losses brought forward and sums placed in
reserves in accordance with law or the statute;

iii. by the date dividends are distributed or as a result of the distribution of dividends, a joint-stock
company will become insolvent or face the risk of insolvency.

Non-cash owner contribution reserve

The difference between registered share capital and fair value of consideration contributed is
recognized as non-cash owner contribution reserve in the statement of changes in equity.

Property and equipment revaluation surplus

The revaluation surplus relates to the revaluation of property and equipment in accordance with
accounting policies.

Leases

The Company’s lease contract relates to lease of office area. The office lease contract expired In
April, 2021 and the Company entered into a new lease agreement with the same lessor. As a result
of the new agreement, the Company recognised a right-of-use asset. The lease term was determined
to be limited to the contractual term of 10 years.

When measuring lease liabilities for leases, the Company discounts lease payments using its
incremental borrowing rate at the date of lease recognition. Incremental borrowing rate applied in
2021 was approximately 13%.

Right-of-use assets and related lease liabilities have been presented as a separate line item in the
statement of financial position. The maturity analysis of leases is disclosed in Note

The carrying amounts of right of use assets as at 1 January 2023, 31 December 2023 and 2024 were
as follows:

GEL Office Rent

Balance at 1 January 2023 3,175,096
Depreciation charge for the year (382,229)
Balance at 31 December 2023 2,792,867
Depreciation charge for the year (383,276)
Balance at 31 December 2024 2,409,591

The carrying amounts of lease liabilities as at 1 January 2023, 31 December 2023 and 2024 were as
follows:

GEL Office Rent

Lease liabilities at 1 January 2023 (3,465,230)
Interest charge (444,703)
Payment of lease liability 701,835
Lease liabilities at 31 December 2023 (3,208,098)
Interest charge (412,886)
Payment of lease liability 701,835
Lease liabilities at 31 December 2024 (2,919,149)

Amounts recognized in the statement of cash flows

GEL 2024 2023




14.

15.

(a)

(b)

(i)

Electricity System Commercial Operator JSC
Notes to the Financial Statements for 2024

Payments of lease liability (288,949) (227.873)
Interest paid (412.886) (473.,962)
Total cash outflow for leases (701,835) (701,835)
Current Lease Liabilities (327,249) (289,915)
Non-Current Lease Liabilities (2,591,900) (2,918,183)
Trade and other payables
GEL 2024 2023
Balancing electricity 117,605,604 58,812,091
Guaranteed capacity 22,027,770 25,374,095
Electricity to export 45,778 101,040
Direct contract (import) 152,880 -
Services received 106,364 3,138
Other payables 1,036,173 732,303
140,974,569 85,022,667

The Company’s exposure to currency and liquidity risk related to trade and other payables is disclosed
in Note 15.

Fair values and risk management
Accounting classifications and fair values

The estimates of fair value are intended to approximate the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date. However, given the uncertainties and the use of subjective judgment, the fair
value should not be interpreted as being realizable in an immediate sale of the assets or transfer of
liabilities.

The Company has determined fair values using valuation techniques. The objective of valuation
techniques is to arrive at a fair value determination that reflects the price that would be received to
sell the asset or paid to transfer the liability in an orderly transaction between market participants at
the measurement date. The valuation technique used is the market comparison approach.

The management estimates that the fair value of financial assets and liabilities approximate their
carrying values.

Financial risk management
The Company has exposure to the following risks from its use of financial instruments:

— credit risk (see i);
- liquidity risk (see ii);
— market risk (see iii).

This note presents information about the Company’s exposure to each of the above risks, the
Company’s objectives, policies and processes for measuring and managing risk, and the Company’s
management of capital. Further quantitative disclosures are included throughout these financial
statements.

Risk management framework

The management of the Company has overall responsibility for the establishment and oversight of
the Company’s risk management framework. The Management of the Company is responsible for
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developing and monitoring the Company’s risk management policies. The Company’s risk
management policies are established to identify and analyze the risks faced by the Company, to set
appropriate risk limits and controls, and to monitor risks and adherence to limits.Risk management
policies and systems are reviewed regularly to reflect changes in market conditionsand the Company’s
activities. The Company, through its training and management standards and procedures, aims to
develop a disciplined and constructive control environment in which all employees understand their
roles and obligations.

Credit risk
Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial
instrument fails to meet its contractual obligations and arises principally from the Company’s

receivables from customers and cash and cash equivalents.

The carrying amount of financial assets represents the maximum credit risk exposure. The maximum
exposure to credit risk at the reporting date was as follows:

Carrying amount

GEL 2024 2023

Trade receivables* 142,966,106 89,551,216

Cash and cash equivalents 33,042,228 28,052,230
176,008,334 117,603,446

Trade receivables

The Company’s exposure to credit risk is influenced mainly by individual characteristics of each
customer. However, management also considers the demographics of the Company’s customer base,
including the default risk of the industry and country, in which customers operate, as these factors
may have an influence on credit risk. Company’s revenue is mostly attributable to sales transactions
with a several customers, Telmico, EP Georgia Supply JSC, JSC EnergoPro Georgia. The Company’s
export sales in 2024 are to Azerbaijan, Turkey and Armenia (2023: Azerbaijan, Turkey and Armenia).

The management of the Company established a credit policy under which each new customer is
analysed individually for creditworthiness before the Company’s standard payment and delivery
terms and conditions are offered. The Company’s review includes analysis of the information from
external sources, when available.

As a result of changes in the legislation, which took effect from 1 September 2014, the Company has
acted as a principal bearing all credit risks for sold balancing and guaranteed electricity. Under the
existing arrangements, the Company: (a) is responsible for making payments to producers of
electricity for the produced and delivered balancing and guaranteed electricity; (b) is obliged to
purchase the minimum amount of the predetermined electricity volume, if the supplier is unable to
sell it through direct contracts; (c) is providing services directly to its customers and no other parties
are involved.

More than 90% of the Company’s customers have been transacting with the Company for several
years, and losses have occurred infrequently. In monitoring customer credit risk, customers are
grouped according to their credit characteristics, geographic location, aging profile, maturity and
existence of previous financial difficulties. Trade receivables relate to the Company’s wholesale
customers. Current legislation does not envisage advance guarantees. No collateral in respect of Trade
and other debtors is generally required.

Approximately 100% of the Company’s trade receivables as at 31 December 2024 and 2023 are
related to domestic wholesale customers. As at 31 December 2024, the Company had registered 57
wholesale domestic customers (31 December 2023: 64 customers).
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Expected credit losses

A summary of the Company’s exposure to credit risk for trade receivables:

31 December 2024 31 December 2023
GEL Credit impaired Gross Impairment Gross Impairment
Low risk No 55,199,206 (2,902,890) 62.098,502 (141,579)
High risk Yes 106,779,300 (15,945,864) 36.984.452 (9.390,159)

161,978,506 (18,848,754) _ 99,082,954 (9,531,738)

In monitoring customer credit risk, customers are grouped according to their credit characteristics,
aging profile, maturity and existence of previous financial difficulties.

Low risk - the counterparties have a strong capacity to meet its contractual cash flow obligations in
the near term and adverse changes in the economic and business conditions in the longer term are
unlikely to reduce the ability of the customer to fulfil its contractual cash flow obligations. The
weighted average loss rate for low-risk grade is approximately 0.9% (2023: 0.9%).

High risk - the counterparties have a weak capacity to meet their contractual cash flow obligations in
the near term and adverse changes in the economic and business conditions in the longer term may
likely decrease the ability of the counterparties to fulfil their contractual cash flow obligations.
Weighted average loss rate for high-risk grade is 100%. The Company has classified receivables that
are overdue for 90 days or more as high-risk exposures.

The Company establishes an allowance for impairment that represents its estimate of expected losses
in respect of trade receivables. The main component of this allowance is a individual loss component.
The Company’s trade receivables are mainly from the domestic customers who have long working
experience with the Company and a good credit standing.

Included in high-risk balances above GEL 37,291,133 and GEL 1,962,209 (2023: GEL 26,084,462
and GEL 1,509,831) are attributable to Zestafoni Ferroalloys Plant JSC and Georgian Manganese
LLC, respectively. Management estimates the expected credit loss from these balances to be
immaterial, following Georgian Government Decree N2233 dated December 11, 2023, which allows
JSC ESCO to defer payments to its state-owned suppliers until payments from these customers are
received. As of the date of this report, negotiations are underway to establish payment schedules
between the parties.

Included in low-risk receivables is GEL 7.7 million for which no expected credit loss (ECL) is
recognised due to a payment agreement signed on 31 May 2024; without this, a full ECL would have
been required. Also included is GEL 12.7 million from various overdue counterparties. While these
would typically require full ECL under IFRS 9, management, based on verbal assurances from
government authorities and the strategic role of these state-linked entities in electricity distribution,
expects these balances to be settled or offset against government payables. Management considers
the overall ECL on these balances to be immaterial given the circumstances.

The movement in the allowance for impairment in respect of trade receivables during the year was
as follows:

GEL Impairment allowance

2024 2023
Balance at beginning of the year (9,531,736) (8,300,155)
Provision for expected credit losses (9,317,018) (1.231,583)
Recoveries during the year - -
Balance at end of the year (18,848,753) (9,531,736)

The allowance account in respect of trade receivables is used to record impairment losses until all
possible opportunities for recovery have been exhausted; at that point, the amounts are written off
against the financial asset directly.
Based on historic default rates, the Company believes that, apart from the above, no impairment
allowance is necessary in respect of trade receivables.
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(iii) Cash and cash equivalents

(iv)

v)

The Company held cash and cash equivalents of GEL 33,042,228 at 31 December 2024
(2023: GEL 28,052,230), which represents its maximum credit exposure on these assets. The cash
and cash equivalents are held with a leading Georgian bank, with short term issuer default rating
of B based on rating agency Fitch ratings.

Impairment on cash and cash equivalents has been measured on a 12-month expected loss basis and
reflects the short maturities of the exposures. The Company considers that its cash and cash
equivalents have low credit risk based on the external credit ratings of the counterparties.

Liquidity risk

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

Cash and cash equivalents are fully placed on the current account in the bank, which also enhances
the liquidity position of the Company.

The following are the contractual maturities of financial liabilities, including estimated interest
payments and excluding the impact of netting agreements.

31 December 2024

Carrying  Contractual Less than 1-2 2-5 Over 5
GEL amount cash flows 12 months years years years
Non derivative
financial liabilities
Lease liabilities 2,919,149 4,444,958 701,835 701,835 2,807,342 233,945
Trade and other
payables 140,974,569 140,974,569 140,974,569

143,893,718 145,419,527 141,676,404 701,835 2,807,342 233,945

31 December 2023

Carrying Contractual Less than 1-2 2-5 Over 5
GEL amount cash flows 12 months years years years
Non derivative
financial liabilities
Lease liabilities 3.208.098 5,146,793 701,835 701,835 3,509,177 233,945
Trade and other
payables 85,022,667 85.022,667 85,022,667 - - -

88,230,765 90,169,460 85,724,502 701,835 3,509,177 233,945

It is not expected that the cash flows included in the maturity analysis could occur significantly
earlier, or at significantly different amounts.

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates
and equity prices will affect the Company’s income or the value of its holdings of financial
instruments. The objective of market risk management is to manage and control market risk
exposures within acceptable parameters, while optimizing the return.
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Currency risk

Based on the “Electricity (Capacity) Market Rules™ issued by the Ministry of Energy and Natural
Resources of Georgia, the Company is not exposed to significant currency risk.

Interest rate risk

Management does not have a formal policy of determining how much of the Company’s exposure
should be to fixed or variable rates instruments. However, at the time of raising new loans or
borrowings management uses its judgment to decide whether it believes that a fixed or variable rate
would be more favorable to the Company over the expected period until maturity.

Exposure to interest rate risk

At the reporting date the interest rate profile of the Company’s interest-bearing financial instruments
was as follows:

GEL 31 December 2024 31 December 2023

Fixed rate instruments

Financial assets 33,042,228 28,052,230

Financial liabilities (2,919,149) (3,208,098)
30,123,079 24,844,132

Fair value sensitivity analysis for fixed rate instruments

The Company does not account for any fixed-rate financial instruments as fair value through profit
or loss or as available-for-sale. Therefore, a change in interest rates at the reporting date would not
have an effect in profit or loss or in equity.

Capital management

Given the nature of the Company’s operations, the Company does not have a formal capital
management policy. The Company is not subject to externally imposed capital requirements. In
addition, there were no changes in capital management practices during the year.

Contingencies
Litigation

In the opinion of management, there are no current legal proceedings or other claims outstanding,
which could have a material effect on the result of operations or the financial position of the
Company, and which have not been accrued or disclosed in these financial statements.

Taxation contingencies in Georgia

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 interpretations. A tax year remains open for review by the tax authorities
during the three subsequent calendar years, however under certain circumstances a tax year may
remain open longer.

These circumstances may create tax risks in Georgia that are more significant than in other countries
with more developed taxation systems. 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 financial statements, if the authorities were successful in enforcing their interpretations,
could be significant.
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Related parties
Transactions with key management personnel
Key management remuneration

Key management received the following remuneration during the year, which is included in salaries
and wages (Note 7):

GEL 2024 2023
Salaries and bonuses 669.018 661.407

Transactions with the Government of Georgia

The Government of Georgia directly holds 100% (2023: 100%) of the shares and 100% of voting
rights of the Company and this gives the Government significant influence over the Company.
Additionally, the Company transacts in its daily operations with a number of entities that are either
controlled, jointly controlled or under significant influence by the Government of Georgia. The
Company applies the exemption in IAS 24 Related Party Disclosures that allows to present reduced
related party disclosures regarding transactions with government-related entities.

Collectively, but not individually significant transactions

The Company operates in the energy sector dominated by entities directly or indirectly controlled by
the Government of Georgia through its government-related entities.

These transactions are conducted in the ordinary course of the Company’s business on terms
comparable to those with other entities that are not government related. The Company has established
procurement policies and approval processes for purchases of products and services, which are
independent of whether the counterparties are government-related entities or not.

For the year ended 31 December 2024, management estimates that the aggregate amount of the
Company’s significant transactions with other government-related entities are at least 8%
(2023: 12%) of its sales of balancing electricity and guaranteed capacity and 25% (2023: 45%) of its
purchases of balancing electricity and guaranteed capacity.

Subsequent events

The financial statements were approved for release by the company's management on July 28, 2025.
After the reporting period, until the release of the audited financial statements report, no significant
events that would affect the financial statements of the company have taken place.

Basis of measurement

The financial statements have been prepared on a historical cost basis, except for property and
equipment, which is measured at revalued amounts.

Material accounting policies

The accounting policies set out below have been applied consistently to all periods presented in these
financial statements.

Foreign currency transactions

Transactions in foreign currencies are translated to the functional currency of the Company at
exchange rates at the dates of the transactions.

Monetary assets and liabilities denominated in foreign currencies at the reporting date are translated
to the functional currency at the exchange rate at that date. The foreign currency gain or loss on
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monetary items is the difference between amortised cost in the functional currency at the beginning
of the period, adjusted for effective interest and payments during the period, and the amortised cost
in foreign currency translated at the exchange rate at the end of the reporting period.

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value
are retranslated to the functional currency at the exchange rate at the date that the fair value was
determined. Non-monetary items in a foreign currency that are measured based on historical cost are
translated using the exchange rate at the date of the transaction.

Foreign currency differences arising in retranslation are generally recognized in profit or loss.
Financial instruments
Recognition and initial measurement

Trade receivables and debt securities issued are initially recognised when they are originated. All
other financial assets and financial liabilities are initially recognised when the Company becomes a
party to the contractual provisions of the instrument.

A financial asset (unless it is a trade receivable without a significant financing component) or
financial liability is initially measured at fair value plus, for an item not at FVTPL, transaction costs
that are directly attributable to its acquisition orissue. A trade receivable without a significant
financing component is initially measured at the transaction price.

Classification and measurement of financial assets and financial liabilities

On initial recognition, a financial asset is classified as measured at: amortised cost; FVOCI — debt
investment; FVOCI — equity investment; or FVTPL.

Financial assets are not reclassified subsequent to their initial recognition unless the Company
changes its business model for managing financial assets, in which case all affected financial assets
are reclassified on the first day of the first reporting period following the change in the business
model.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not
designated as at FVTPL:

— it is held within a business model whose objective is to hold assets to collect contractual cash

flows; and
- its contractual terms give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

A debt investment is measured at FVOCI if it meets both of the following conditions and is not
designated as at FVTPL:

— itis held within a business model whose objective is achieved by both collecting contractual cash
flows and selling financial assets; and

— its contractual terms give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding,

On initial recognition of an equity investment that is not held for trading, the Company may
irrevocably elect to present subsequent changes in the investment’s fair value in OCI. This election
is made on an investment-by-investment basis.

All financial assets not classified as measured at amortised cost or FVOCI as described above are
measured at FVTPL. This includes all derivative financial assets. On initial recognition, the Company
may irrevocably designate a financial asset that otherwise meets the requirements to be measured at
amortised cost or at FVOC]I as at FVTPL if doing so eliminates or significantly reduces an accounting
mismatch that would otherwise arise.
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Financial liabilities — Classification, subsequent measurement and gains and losses

Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is
classified as at FVTPL if it is classified as held-for-trading, it is a derivative or it is designated as
such on initial recognition. Financial liabilities at FVTPL are measured at fair value and net gains
and losses, including any interest expense, are recognised in profit or loss. Other financial liabilities
are subsequently measured at amortised cost using the effective interest method. Interest expense and
foreign exchange gains and losses are recognised in profit or loss. Any gain or loss on derecognition
is also recognised in profit or loss.

Modification of financial assets and financial liabilities
Financial assets

If the terms of a financial asset are modified, the Company evaluates whether the cash flows of the
modified asset are substantially different. If the cash flows are substantially different (referred to as
‘substantial modification®), then the contractual rights to cash flows from the original financial asset
are deemed to have expired. In this case, the original financial asset is derecognised and a new
financial asset is recognised at fair value. The Company performs a quantitative and qualitative
evaluation of whether the modification is substantial, i.e. whether the cash flows of the original
financial asset and the modified or replaced financial asset are substantially different. The Company
assesses whether the modification is substantial based on quantitative and qualitative factors in the
following order: qualitative factors, quantitative factors, combined effect of qualitative and
quantitative factors. If the cash flows are substantially different, then the contractual rights to cash
flows from the original financial asset deemed to have expired. In making this evaluation the
Company analogizes to the guidance on derecognition of financial liabilities.

The Company concludes that the modification is substantial as a result of the following qualitative
factors:

— change the currency of the financial asset;

— change in collateral or other credit enhancement;

If the cash flows of the modified asset carried at amortised cost are not substantially different, then
the modification does not result in derecognition of the financial asset. In this case, the Company
recalculates the gross carrying amount of the financial asset and recognises the amount arising from
adjusting the gross carrying amount as a modification gain or loss in profit or loss. The gross carrying
amount of the financial asset is recalculated as the present value of the renegotiated or modified
contractual cash flows that are discounted at the financial asset's original effective interest rate. Any
costs or fees incurred adjust the carrying amount of the modified financial asset and are amortised
over the remaining term of the modified financial asset.

Financial liabilities

The Company derecognizes a financial liability when its terms are modified, and the cash flows of
the modified liability are substantially different. In this case, a new financial liability based on the
modified terms is recognised at fair value. The difference between the carrying amount of the
financial liability extinguished and the new financial liability with modified terms is recognised in
profit or loss.

If a modification (or exchange) does not result in the derecognition of the financial liability the
Company applies accounting policy consistent with the requirements for adjusting the gross carrying
amount of a financial asset when a modification does not result in the derecognition of the financial
asset, i.e. the Company recognises any adjustment to the amortised cost of the financial liability
arising from such a modification (or exchange) in profit or loss at the date of the modification
(or exchange).

23



Electricity System Commercial Operator JSC
Notes to the Financial Statements for 2024

Changes in cash flows on existing financial liabilities are not considered as modification, if they
result from existing contractual terms. The Company treats the modification of an interest rate to a
current market rate using the guidance on floating-rate financial instruments. This means that the
effective interest rate is adjusted prospectively.

Company performs a quantitative and qualitative evaluation of whether the modification is
substantial considering qualitative factors, quantitative factors and combined effect of qualitative and
quantitative factors. The Company concludes that the modification is substantial as a result of the
following qualitative factors:

change the currency of the financial liability;

change in collateral or other credit enhancement;

inclusion of conversion option;

change in the subordination of the financial liability.

For the quantitative assessment the terms are substantially different if the discounted present value
of the cash flows under the new terms, including any fees paid net of any fees received and discounted
using the original effective interest rate, is at least 10 per cent different from the discounted present
value of the remaining cash flows of the original financial liability. [f an exchange of debt instruments
or modification of terms is accounted for as an extinguishment, any costs or fees incurred are
recognised as part of the gain or loss on the extinguishment. If the exchange or modification is not
accounted for as an extinguishment, any costs or fees incurred adjust the carrying amount of the
liability and are amortised over the remaining term of the modified liability.

Derecognition
Financial assets

The Company derecognises a financial asset when the contractual rights to the cash flows from the
financial asset expire, or it transfers the rights to receive the contractual cash flows in a transaction
in which substantially all of the risks and rewards of ownership of the financial asset are transferred
or in which the Company neither transfers nor retains substantially all of the risks and rewards of
ownership and it does not retain control of the financial asset.

The Company enters into transactions whereby it transfers assets recognised in its statement of
financial position but retains either all or substantially all of the risks and rewards of the transferred
assets. In these cases, the transferred assets are not derecognised.

Financial liabilities

The Company derecognises a financial liability when its contractual obligations are discharged or
cancelled or expire. The Company also derecognises a financial liability when its terms are modified
and the cash flows of the modified liability are substantially different, in which case a new financial
liability based on the modified terms is recognised at fair value.

On derecognition of a financial liability, the difference between the carrying amount extinguished
and the consideration paid (including any non-cash assets transferred or liabilities assumed) is
recognised in profit or loss.

Offsetting

Financial assets and financial liabilities are offset and the net amount presented in the statement of
financial position when, and only when, the Company currently has a legally enforceable right to set
off the amounts and it intends either to settle them on a net basis or to realise the asset and settle the
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liability simultaneously.
Impairment
Non-derivative financial asseis
The Company recognises loss allowances for ECLs on:

- financial assets measured at amortised cost;

— debt investments measured at FVOCI; and

- contract assets.

— The Company measures loss allowances at an amount equal to lifetime ECLs, except for the
following, which are measured at 12-month ECLs:

— debt securities that are determined to have low credit risk at the reporting date; and

— other debt securities and bank balances for which credit risk (i.e. the risk of default occurring over
the expected life of the financial instrument) has not increased significantly since initial
recognition.

Loss allowances for trade receivables and contract assets are always measured at an amount equal to
lifetime ECLs.

When determining whether the credit risk of a financial asset has increased significantly since initial
recognition and when estimating ECLs, the Company considers reasonable and supportable
information that is relevant and available without undue cost or effort. This includes both quantitative
and qualitative information and analysis, based on the Company’s historical experience and informed
credit assessment and including forward-looking information.

The Company assumes that the credit risk on a financial asset has increased significantly if it is more
than 25 days past due.

The Company considers a financial asset to be in default when:

— the borrower is unlikely to pay its credit obligations to the Company in full, without recourse by
the Company to actions such as realising security (if any is held); or

— the financial asset is more than 180 days past due according to the type of receivable.

- The maximum period considered when estimating ECLs is the maximum contractual period over
which the Company is exposed to credit risk.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present
value of all cash shortfalls (i.e. the difference between the cash flows due to the entity in accordance
with the contract and the cash flows that the Company expects to receive).

ECLs are discounted at the effective interest rate of the financial asset.
Presentation of impairment

Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying
amount of the assets.

Write-off

The gross carrying amount of a financial asset is written off when the Company has no reasonable
expectations of recovering a financial asset in its entirety or a portion thereof. The Company
individually makes an assessment with respect to the timing and amount of write-off based on
whether there is a reasonable expectation of recovery. The Company expects no significant recovery
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from the amount written off. However, financial assets that are written off could still be subject to
enforcement activities in order to comply with the Company’s procedures for recovery of amounts
due.

Non-financial assets

The carrying amounts of the Company’s non-financial assets, other than inventories are reviewed at
each reporting date to determine whether there is any indication of impairment. If any such indication
exists, then the asset’s recoverable amount is estimated. For intangible assets that have indefinite
lives or that are not yet available for use, the recoverable amount is estimated each year at the same
time. An impairment loss is recognised if the carrying amount of an asset exceeds its estimated
recoverable amount.

The recoverable amount of an asset 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. 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. Impairment losses are
recognised in profit or loss.

An impairment losses recognised 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 if there has
been a change in the estimates used to determine the recoverable amount. 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 amortisation, if no impairment loss had been
recognised.

Property and equipment

Recognition and measurement

Items of property and equipment are initially measured at cost. Subsequently property and equipment
are measured at fair value, based on periodic valuation by external independent valuators, less
subsequent depreciation and impairment losses.

Cost includes expenditure that is directly attributable to the acquisition of the asset. When 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 recognised net
within other income/other expenses in profit or loss. When revalued assets are sold, any related
amount included in the revaluation reserve as revaluation surplus is transferred to retained earnings.

Subsequent expenditure

The cost of replacing a component of an item of property and equipment is recognised in the carrying
amount of the item if it is probable that the future economic benefits embodied within the component
will flow to the Company, and its cost can be measured reliably. The carrying amount of the replaced
component is derecognised. The costs of the day-to-day servicing of property and equipment are
recognised in profit or loss as incurred.

Revaluation

A revaluation increase on property and equipment is recognised directly in the revaluation reserve in
equity except to the extent that it reverses a previous revaluation decrease recognised in profit or loss,
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in which case it is recognised in profit or loss, A revaluation decrease on property and equipmentis
recognised in profit or loss except to the extent that it reverses a previous revaluation increase
recognised directly in other comprehensive income, in which case the reversing amount is recognised
directly in other comprehensive income.

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 residual value.

Depreciation is recognised in profit or loss 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.

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

— vehicles 5 years;
- fixture and fittings 4-5 years;
- computer and technical equipment 4-5 years.

Depreciation methods, useful lives and residual values are reviewed at each financial year end and
adjusted if appropriate.

Share capital
Ordinary shares

Ordinary shares are classified as equity. Incremental costs directly attributable to issue of ordinary
shares are recognised as a deduction from equity.

Employee short-term 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 cash bonus if the Company 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.

Revenue
Sale of electricity

Revenue from the sale of electricity, including the export of electricity, in the course of ordinary
activities, is measured at the fair value of the consideration received or receivable. No returns, trade
discounts and volume rebates are made. Revenue is recognised when persuasive evidence exists,
usually in the form of an executed sales agreement, that the significant risks and rewards of ownership
have been transferred to the customer, recovery of the consideration is probable, the associated costs
and possible return of electricity can be estimated reliably, there is no continuing management
involvement with the electricity sold, and the amount of revenue can be measured reliably. If it is
probable that discounts will be granted and the amount can be measured reliably, then the discount is
recognised as a reduction of revenue as the sales are recognised.

For sales of balancing electricity, the transfer usually occurs when the electricity is delivered to the
pointat the electricity grid system from where electricity is distributed into power lines and is

27



(ii)

(iii)

(h)

Electricity System Commercial Operator JSC
Notes to the Financial Statements for 2024

consideredto be received by the customer.

Since September 2014, due to changes in the regulatory framework, the Company has acted as a
principal in the purchase and sale of guaranteed capacity and therefore recognises revenue and
respective cost of sales. The Company charges no commission on the purchase and sale of the
guaranteed capacity. For the purchase and sale of the guaranteed capacity before 1 September 2014
the Company acted in the capacity of an agent, rather than as the principal in the purchase and sale
of guaranteed capacity transactions. Non-cash consideration received from customers is measured at
fair value with reference to the date when the Company obtains control over the non-cash
consideration. Changes in the fair value of non-cash consideration after the measurement date are not
included in the transaction price.

Services

Revenue is recognized to the extent the Company has rendered services under respective laws and
regulations, the amount of revenue can be measured reliably, and it is probable that the economic
benefits associated with the transaction will flow to the Company.

Performance Obligations

The following table provides information about the nature and timing of the satisfaction of
performance obligations in contracts with customers, including significant payment terms, and the
related revenue recognition policies.

Type of

product/service
Sales of electricity
(local and foreign),

including income from
sales of:

balancing electricity;
guaranteed capacity:
imported and exported
electricity.

Nature and timing of sat ion of performance

obligations, including significant payment terms
While making sales based on contracts with customers, both
domestic and foreign, customers obtain control over
electricity simultaneously as electricity is delivered through
the grid by the Company.

The Company calculates the tariff each month based on the
actual prices of purchased electricity for that period.

There are no discounts related to sales. Sales contracts do not
contain a significant financing component.

Revenue

recognition
under IFRS 15

Revenue is
recognized  over
time, as services

are provided, based
on the volume of

Provision of services to
customers (local and
foreign) - income from
fixed-tarift services
rendered.

Pursuant to *“Electricity (Capacity) Market Rules™, the
customers are to pay a predetermined service fee to the
Company, based on the volume of transmitted electricity.

Sales contracts do not contain a significant financing
component.

transmitted
electricity.
Revenue is
recognized  over
time, as services

are rendered.

Finance income and costs

The Company’s finance income and finance costs include:

- interest income;
— interest expense;

— the foreign currency gain or loss on financial assets and financial liabilities other than on balancing

electricity.

Interest income or expense is recognised using the effective interest method.

Tariffs on balancing electricity are set according to the order “Electricity (Capacity) Market Rules™
issued by the Ministry of Energy and Natural Resources of Georgia. When determining tariffs, the
Company considers the effect of the foreign exchange rate differences and adjusts the prices of
balancing electricity accordingly. Foreign currency gain or loss on financial assets and financial
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liabilities in connection with sales of balancing electricity is recognized in revenue and cost of sales.
The tariff for guaranteed capacity service is set by the Georgian National Energy and Water Supply
Regulatory Commission (the “GNERC™).

Income tax

Income tax expense comprises from current tax. Current tax is recognised in profit or loss except to
the extent that it relates to a business combination, or items recognised directly in equity or in other
comprehensive income.

Current tax

Current tax comprises the expected tax payable or receivable on the taxable income or loss for the
year, using tax rates enacted or substantively enacted at the reporting date, and any adjustment to tax
payable in respect of previous years. Current tax payable also includes any tax liability arising from
dividends.

On 13 May 2016 the Parliament of Georgia passed the bill on corporate income tax reform
(also known as the Estonian model of corporate taxation), which mainly moves the moment of
taxation from when taxable profits are earned to when they are distributed. The law has entered into
force in 2016 and is effective for tax periods starting after 1 January 2017 for all entities except for
financial institutions (such as banks, insurance companies, microfinance organizations, pawnshops),
for which the law should have become effective from 1 January 2023. In 2022 the Government of
Georgia has approved the changes to the current corporate tax model in Georgia for financial
institutions, applicable from 2023. According to the amendments to the legislation, the part of
financial institutions will no longer switch to the Estonian tax model.

The new system of corporate income taxation does not imply exemption from Corporate Income Tax
(CIT), rather CIT taxation is shifted from the moment of earning the profits to the moment of their
distribution, i.e. the main tax object is distributed earnings. The Tax Code of Georgia defines
Distributed Earnings (DE) to mean profit distributed to shareholders as a dividend. However, some
other transactions are also considered as DE, for example non-arm’s length cross-border transactions
with related parties and/or with persons exempted from tax are also considered as DE for CIT
purposes. In addition, the tax object includes expenses or other payments not related to the entity’s
economic activities, free of charge supply and over-limit representative expenses.

Tax reimbursement is available for the current tax paid on the undistributed earnings in the years
2008-2016, if those earnings are distributed in 2017 or further years.

The corporate income tax arising from the payment of dividends is accounted for as an expense in
the period when dividends are declared, regardless of the actual payment date or the period for which
the dividends are paid. The amount of tax payable on a dividend distribution is calculated as 15/85
of the amount of the net distribution.

The Tax Code of Georgia provides for charging corporate income tax on certain transactions not
related to the entity’s economic activities, free of charge supplies and representative expenses over
the allowed limit. The Company considers the taxation of such transaction as outside of the scope of
IAS 12 Income Taxes and accounts for the tax on such items as taxes other than on income.

Leases
At inception of a contract, the Company assesses whether a contract is, or contains, a lease. A contract

is. or contains, a lease if the contract conveys the right to control the use of an identified asset for a
period of time in exchange for consideration.
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As a lessee

The Company recognises a right-of-use asset and a lease liability at the lease commencement date.
The right-of-use asset is initially measured at cost, which comprises the initial amount of the lease
liability adjusted for any lease payments made at or before the commencement date, plus any initial
direct costs incurred and an estimate of costs to dismantle and remove the underlying asset or to
restore the underlying asset or the site on which it is located, less any lease incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the
commencement date to the end of the lease term, unless the lease transfers ownership of the
underlying asset to the Company by the end of the lease term or the cost of the right-of-use asset
reflects that the Company will exercise a purchase option. In that case the right-of-use asset will be
depreciated over the useful life of the underlying asset, which is determined on the same basis as
those of property and equipment. In addition, the right-of-use asset is periodically reduced by
impairment losses, if any, and adjusted for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at
the commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot
be readily determined, the Company’s incremental borrowing rate. Generally, the Company uses its
incremental borrowing rate as the discount rate.

Lease payments included in the measurement of the lease liability comprise fixed payments,
including in-substance fixed payments.

The lease liability is subsequently increased by the interest cost on the lease liability and decreased
by lease payments made. The lease liability is measured at amortised cost using the effective interest
method. It is remeasured, if the Company changes its assessment of whether it will exercise a
purchase, extension or termination option or if there is a revised in-substance fixed lease payment.
When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying
amount of the right-of-use asset, or is recorded in profit or loss if the carrying amount of the right-
of-use asset has been reduced to zero.

The Company has elected not to recognise right-of-use assets and lease liabilities for leases of low-
value assets, including renting access to transmission line poles. The Company recognises the lease
payments associated with these leases as an expense on a straight-line basis over the lease term.

A lease term reflects the Company’s reasonable estimate of the period during which the underlying
asset will be used. In determining the lease term the Company bases its judgement on the broader
economics of the contract and the underlying asset, rather than the contractual terms only and allows
factors like economic penalties, legislative approach to renewal of the lease, forthcoming changes in
regulation and the future business plans of the Company to be effectively captured in the estimate of
the lease term.

Interests in equity-accounted investees
The Company’s interests in equity-accounted investees comprise interests in joint venture,

A joint venture is an arrangement in which the Company has joint control, whereby the Company
has rights to the net assets to the arrangement, rather than rights to its assets and obligations for its
liabilities. Interests in joint venture are accounted for using the equity method and are recognised
initially at cost. The cost of the investment includes transaction costs.

The financial statements include the Company’s share of the profit or loss and other comprehensive
income of equity accounted investees, after adjustments to align the accounting policies with those
of the Company, from the date that significant influence commences until the date that significant
influence ceases.
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When the Company’s share of losses exceeds its interest in an equity-accounted investee, the carrying
amount of that interest including any long-term investments, is reduced to zero, and the recognition
of further losses is discontinued, except to the extent that the Company has an obligation or has made
payments on behalf of the investee.

21. New standards and interpretations not yet adopted

The Company has adopted all of the new or amended Accounting Standards and Interpretations issued
by the International Accounting Standards Board ('lASB') that are mandatory for the current reporting
period. The Company has not yet evaluated the impact of these new or amended accounting standards
and interpretations.
Any new or amended Accounting Standards or Interpretations that are not yet mandatory have not
been early adopted.
The following new and amended standards, issued by the International Accounting Standards Board
(IASB), are effective for annual periods beginning on or after January 1, 2024, and have been applied
in preparing these financial statements:
1. Amendments to IAS 1: Classification of Liabilities as Current or Non-current
o Effective Date: January 1, 2024
o Summary: These amendments clarify the criteria for classifying liabilities as current or
non-current, focusing on the rights that exist at the end of the reporting period.
2. Amendments to IFRS 16: Lease Liability in a Sale and Leaseback
o Effective Date: January 1, 2024
o Summary: The amendments specify the measurement of the lease liability and the
recognition of any gain or loss in a sale and leaseback transaction.
Amendments to IAS 12: Deferred Tax related to Assets and Liabilities arising from a Single
Transaction
o Effective Date: January 1, 2024
o Summary: These amendments narrow the scope of the recognition exemption in IAS 12,
requiring entities to recognize deferred tax on certain transactions that give rise to equal
amounts of taxable and deductible temporary differences.
Standards and Amendments Issued but Not Yet Effective
The following new standards and amendments have been issued by the IASB but are not yet
effective for the annual period ending December 31, 2024. The company has not early adopted
these standards and is currently assessing their potential impact on future financial statements:
1. IFRS 18: Presentation and Disclosure in Financial Statements
o  Effective Date: January 1, 2027
o Summary: IFRS 18 introduces new categories and subtotals in the statement of profit or
loss and requires disclosure of management-defined performance measures.
2. Amendments to 1AS 21: Lack of Exchangeability
o Effective Date: January 1, 2025
o Summary: These amendments specify how an entity should assess whether a currency is
exchangeable and the accounting requirements if it is not.
3. Amendments to IFRS 9 and IFRS 7: Contracts Referencing Nature-dependent Electricity
o Effective Date: January 1, 2026
o Summary: The amendments clarify the application of the 'own-use' requirements and
permit hedge accounting for certain contracis.
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