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REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS
Qualified Opinion

We have audited the financial statements of State Enterprise “Forests of Ukraine”
(hereinafter referred to as “the Company”), which comprise the balance sheet as at
December 31, 2024, and the statement of financial results, statement of changes in
equity, and statement of cash flows for the year then ended, and notes to the
financial statements, including a summary of significant accounting policies.

In our opinion, except for the effects of the matters described in the Basis for
Qualified Opinion section of our report, the accompanying financial statements are
prepared, in all material respects, in accordance with the National Accounting
Regulations (Standards) of Ukraine and the requirements of the Law of Ukraine “On
Accounting and Financial Reporting in Ukraine” dated July 16, 1999 No. 996-XIV with
respect to the preparation of financial statements.

Basis for Qualified Opinion

1. Our audit procedures regarding the valuation of property, plant and equipment and
capital investments transferred to the Company through legal succession under
transfer acts approved by orders of the State Forest Resources Agency of Ukraine at
the end of 2022 and the beginning of 2023 were subject to limitations. The carrying
amount of such property, plant and equipment and capital investments in accordance
with these transfer acts amounted to UAH 3 795 674 thousand. Due to the limited
documentation and available information, we were unable to obtain sufficient
appropriate audit evidence regarding the proper determination of the initial cost of
such assets. Accordingly, we were unable to determine whether any adjustments
were necessary to the carrying amount of the respective property, plant and
equipment and capital investments as at December 31, 2024, depreciation for 2024
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included in cost of sales, administrative expenses, selling expenses and other
operating expenses, depreciation for 2023 and the related comparative amounts
presented in the financial statements, as well as the related impact on the Company's
financial result and equity.

Our opinion on the financial statements for the prior period was also modified in
respect of this matter.

2. Similar limitations also applied to our audit procedures regarding the valuation of
intangible assets transferred to the Company through legal succession under transfer
acts approved by orders of the State Forest Resources Agency of Ukraine at the end
of 2022 and the beginning of 2023. The carrying amount of such intangible assets in
accordance with the transfer acts amounted to UAH 115 764 thousand. Due to the
limited documentation and available information, we were unable to obtain sufficient
appropriate audit evidence regarding the proper determination of the initial cost of
such assets. Accordingly, we were unable to determine whether any adjustments
were necessary to the carrying amount of the respective intangible assets as at
December 31, 2024, amortisation for 2024 included in cost of sales, administrative
expenses, selling expenses and other operating expenses, amortisation for 2023 and
the related comparative amounts presented in the financial statements, as well as the
related impact on the Company’s financial result and equity.

Our opinion on the financial statements for the prior period was also modified in
respect of this matter.

3. We were unable to observe the Company’s inventory count as at
December 31, 2024 because we were appointed as auditors after the date of the
financial statements. By performing alternative audit procedures, we were able to
obtain sufficient appropriate audit evidence regarding the existence of finished goods
as at December 31, 2024 with a carrying amount of UAH 483 386 thousand. At the
same time, due to the significant volume of raw and other materials, goods, work in
progress, finished goods balances, and the related accounting data, we were unable
to perform alternative audit procedures in a manner that would have enabled us to
obtain sufficient appropriate audit evidence regarding their existence as at
December 31, 2024. The aggregate carrying amount of such inventories amounted to
UAH 1 175616 thousand. Accordingly, we were unable to determine whether any
adjustments might have been necessary in respect of those inventory balances and
the related elements of the financial statements for the year ended
December 31, 2024.

Our opinion on the financial statements for the prior period was also modified in
respect of this matter.

4. Our ability to audit the opening balances and comparative amounts for 2023 was
limited in respect of 9 branches of the Company. These limitations were caused by
the fact that certain branches maintained their accounting records wholly or partly in
paper form. We appropriately modified our opinion on the financial statements for the
prior period.

From January 1, 2024, the accounting records of these branches, except for an
immaterial volume of transactions during a limited period, were maintained in the
Company’s accounting system. Therefore, the effect of this matter on the balance
sheet amounts as at December 31, 2024, as well as on the amounts of financial
results, cash flows and changes in equity for 2024, was not material.



Accordingly, we were unable to determine whether any adjustments to the
comparative amounts for 2023 presented in these financial statements might have
been necessary.

5. The Company's financial information is compiled from journals of entries
maintained separately by individual branches. Given the significant volume of
transactions and adjustments recorded during the reporting period, our ability to apply
certain audit procedures to verify specific information underlying certain items in the
financial statements was limited.

As a result, we were unable to obtain sufficient appropriate audit evidence in respect
of that information. Accordingly, we were unable to determine whether any
adjustments might have been necessary to certain items in the financial statements
for the year ended 31 December 2024 as a result of these circumstances.

Our opinion on the financial statements for the prior period was also modified in
respect of this matter.

We conducted our audit in accordance with International Standards on Auditing
(“ISAs").

Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We
are independent of the Company in accordance with the International Code of Ethics
for Professional Accountants (including International Independence Standards)
issued by the International Ethics Standards Board for Accountants ("IESBA Code’)
and the ethical requirements applicable in Ukraine to our audit of the financial
statements, 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 qualified opinion.

Material Uncertainty Related to Going Concern

The Company’s financial statements have been prepared on the basis of the going
concern assumption.

In connection with the military aggression of the Russian Federation against Ukraine,
martial law was introduced in Ukraine by Decree of the President of Ukraine
No. 64/2022 dated February 24, 2022, and as at the date of signing of these financial
statements has been extended at least until May 4, 2026 by Decree of the President
of Ukraine No. 40/2026 dated January 12, 2026, “On the Extension of the Period of
Martial Law in Ukraine.”

Although the Company continues to operate, the circumstances described above
indicate that a material uncertainty exists that may cast significant doubt on the
Company'’s ability to continue its operations on a going concern basis.

Our opinion has not been modified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the financial statements for the current period. These
matters were addressed in the context of our audit of the financial statements as a
whole and in forming our opinion thereon, and we do not express a separate opinion
on these matters.



In addition to the matters described in the Basis for Qualified Opinion and Material
Uncertainty Related to Going Concern sections, we have determined that the matters
described below are the key audit matters to be communicated in our report.

List of key audit matters

How the auditor addressed these
matters

Reorganisation of the Company and its reflection in the financial statements

In 2024, the Company carried out a
reorganisation of its operations, as
part of which its organisational
structure was consolidated: 9 regional
offices were formed on the basis of
approximately 146 branches. As part

of this reorganisation, the assets,
liabilites and other accounting
balances of the branches were

transferred between structural units
under transfer acts, followed by the
consolidation of balances by region.

The accounting for these transactions
and their presentation in the financial
statements required the application of
significant management judgment, in

particular  with respect to the
correctness of the transfer of
balances, their classification, the

completeness of recognition of assets
and liabilities, and the adequacy of
disclosures.

Given the scale of these changes, the
large number of transfer acts, and the
complexity of preparing the financial
statements after the reorganisation,
we determined this matter to be a key
audit matter.

Other Information

Our approach to addressing this matter was
based on performing procedures which,
among other things, included:

obtaining and analysing regulatory,
administrative and other legal
documentation supporting the
reorganisation of the Company’s
operations;

obtaining an understanding of the
internal reorganisation process related
to the establishment of regional offices,
changes in the organisational structure,
and the transfer of accounting balances
between structural units;

analysing journal entries and other
accounting records in which the effects
of the reorganisation were recorded;
performing sample-based procedures to
verify the correctness of the transfer of
balances, their classification, and the

presentation of the results of the
reorganisation in the financial
statements;

evaluating the approaches applied by
management in preparing the
accounting data and financial
statements under  the changed
organisational structure;

evaluating the completeness and

appropriateness of disclosures relating
to the reorganisation of operations in the
financial statements and the notes
thereto.

Management is responsible for the other information. The other information
comprises the information included in the Management Report in accordance with the
Law of Ukraine “On Accounting and Financial Reporting in Ukraine”, but does not
include the 2024 financial statements and our auditor’s report thereon.



Our opinion on the financial statements does not cover the other information, and we
do not express any form of assurance conclusion thereon in respect of the other
information included in the Management Report.

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 during
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 were unable to obtain sufficient appropriate audit evidence regarding the matters
described in the Basis for Qualified Opinion section of our report. Accordingly, we are
unable to conclude whether the other information is materially misstated in respect of
these matters.

The financial information included in the Management Report is consistent with the
Company'’s financial statements for 2024.

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

Management is responsible for the preparation of the financial statements in
accordance with the National Accounting Regulations (Standards) of Ukraine and for
such internal control as management determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

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

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

Auditor’s Responsibilities for the Audit of the Financial Statements

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

A further description of our responsibilities for the audit of the financial statements is
set out on page 8 in Appendix 1 to this INDEPENDENT AUDITOR'S REPORT, which
forms an integral part hereof.



REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

in addition to the requirements of the International Standards on Auditing, in the
Independent Auditor's Report we also provide the following information:

Disclosure of information required by Part 4 of Article 14 of the Law of Ukraine
No. 2258-VIll dated December 21, 2017, “On the Audit of Financial Statements
and Auditing Activity” (hereinafter — Law No. 2258)

1) By Minutes No. 10 of the Supervisory Board meeting of State Enterprise “Forests
of Ukraine” dated November 26, 2025, we were appointed as the audit firm to provide
statutory audit services in respect of the Company’s financial statements for 2022,
2023 and 2024.

2) The total uninterrupted duration of the audit engagement, including renewals of
appointments and reappointments to provide statutory audit services, is 3 years.

3) The objective of our audit is to enhance the degree of confidence of the intended
users in the Company’s financial statements. Our audit assessments include:

a description and assessment of the most significant risks of material
misstatement in the financial statements under audit, including those arising
from fraud;

— a clear reference to the relevant item or other disclosure in the financial
statements for each description and assessment of the most significant risks
in the financial statements under audit;

— a brief description of the measures taken by us to address such risks;

— the principal reservations relating to such risks, as disclosed in the Basis for

Qualified Opinion and Key Audit Matters sections of our Independent Auditor's

Report.

4) The general procedures for the identification and assessment of the risks of
material misstatement due to fraud or error applied in the course of our audit included
an understanding of the Company’s internal control environment, its process for
identifying business risks relevant to financial reporting, an assessment of the
significance of such risks, the likelihood of their occurrence, as well as the
Company’s decisions regarding the methods used to address these risks; external
confirmation procedures, inspection of documents subsequent to the reporting period,
and an understanding of the Company’s internal control system related to the
collection of accounts receivable and other financial assets; analysis of regulatory
risks; understanding of IT controls; testing of journal entries; analysis of information
obtained in prior periods; performance of analytical procedures, including substantive
analytical procedures based on detailed data; observation; and other procedures.

In performing our audit procedures, we considered the risks of material misstatement
of the financial statements due to fraud. However, for the reasons described in the
Basis for Qualified Opinion section, we were unable to obtain sufficient appropriate
audit evidence to form conclusions in this respect.

Based on the results of our audit, all identified matters were discussed with those
charged with governance of the Company.

We were granted access to the information and documents requested for the
purposes of the audit. At the same time, for the reasons described in the Basis for
Qualified Opinion section, we were unable to obtain sufficient appropriate audit
evidence in relation to certain matters.



5) We confirm that the opinion expressed in our Independent Auditor's Report is
consistent with the additional report to the Audit Committee.

6) We confirm that Grant Thornton Legis LLC did not provide the Company with any
services prohibited by law.

We confirm that the engagement partner and Grant Thornton Legis LLC are
independent of the Company in accordance with the International Code of Ethics for
Professional Accountants issued by the International Ethics Standards Board for
Accountants (“IESBA Code”) and the ethical requirements applicable in Ukraine to
our audit of the financial statements, and have also fulfilled our other ethical
responsibilities in accordance with these requirements and the IESBA Code.

7) We confirm that Grant Thornton Legis LLC did not provide the Company or its
controlled entities with any services other than the statutory audit of the Company’s
financial statements for 2022, 2023 and 2024.

8) Our description of the scope of the audit and the inherent limitations of the audit of
the Company’s financial statements is also set out in the Auditor’'s Responsibilities for
the Audit of the Financial Statements section.

Basic information about the audit firm
The audit was conducted by the independent audit firm Grant Thornton Legis Limited
Liability Company.

Grant Thornton Legis LLC is included in Section IV, “Audit Firms Authorised to
Perform Mandatory Audits of Financial Statements of Public-Interest Entities,” of the
Register of Auditors and Audit Firms under number 3915.

DIRECTOR NAY
I, -

GRANT THORNTON LEGIS LL@ =/ I. NOVAK
Certified Auditor i
(No. 100035 in the Register of Aug

KEY ENGAGEMENT PARTNER
Certified Auditor
(No. 100212 in the Register of Auditors and Audit Firms)

Y. OLENDII

Legal address: 11-A Tereshchenkivska Street, Kyiv, 01004, Ukraine;
Mailing address: 60 Sichovykh Striltsiv  Street, Kyiv, 04050, Ukraine.
Tel./Fax: +380 (44) 484 3364 / +380 (44) 484 3211.

Kyiv, Ukraine
April 06, 2026



Appendix 1. Further description of the auditor’s responsibilities for the audit of
the financial statements

1. In performing an audit in accordance with ISAs, we exercise professional
judgment and maintain professional skepticism throughout the audit engagement;

2. The auditor’s responsibilities are to:

— identify and assess the risks of material misstatement of the financial statements
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 that 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 internal control;

— evaluate the appropriateness of the 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, determine
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 such 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 the
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, among other matters,
information regarding 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.

We also provide those charged with governance with a statement that we have
complied with relevant ethical requirements regarding independence, and
communicate to them all relationships and other matters that may reasonably be
thought to bear on our independence, and, where applicable, related safeguards.

From the matters communicated to those charged with governance, we determine
those matters that were of most significance in the audit of the financial statements of
the current period and are therefore the key audit matters. We describe these matters
in our auditor’s report unless law or regulation precludes public disclosure about the
matter, or when, in extremely rare circumstances, we determine that a matter should
not be communicated in our report because the adverse consequences of doing so
would reasonably be expected to outweigh the public interest benefits of such
communication.



STATEMENT OF MANAGEMENT RESPONSIBILITIES

FOR THE PREPARATION AND APPROVAL OF THE FINANCIAL

STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2024

Management 1s responsible for the preparation of financial statements that
present fairly the financial position of the State Specialized Forest Enterprise
“Forests of Ukraine” (the Company) as at 31 December 2024, and the results of its
operations, cash flows and changes in equity for the year then ended, in accordance
with National Accounting Standards (NAS).

In preparing the financial statements, management is responsible for:

selecting and applying appropriate accounting policies;

presenting information, including accounting policies, in a manner that
provides relevance, reliability, comparability and understandability;
providing additional disclosures where compliance with the specific
requirements of NAS is insufficient to enable users to understand the impact
of particular transactions, other events and conditions on the financial
position and financial performance of the Company;

making an assessment of the Company’s ability to continue as a going
concern.

Management is also responsible for:

designing, implementing and maintaining an effective and reliable system
of internal control;

maintaining adequate accounting records that are sufficient to show and
explain the Company’s transactions at any time and to disclose, with
reasonable accuracy, the financial position of the Company, and to enable
management to ensure that the financial statements comply with NAS;
maintaining accounting records in accordance with applicable legislation
and National Accounting Standards;

taking reasonable steps to safeguard the assets of the Company; and
preventing and detecting fraud and other irregularities.

The financial statements as at 31 December 2024 and for the year then ended

e« < 7
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SFE “FORESTS OF UKRAINE”

Balance sheet (Statement of Financial Position), Form No.1

Codes
Date (year, month, 2025 01 01
day)
Enterprise: STATE SPECIALIZED FOREST
ENTERFRISE “FORESTS OF UKRAINE" USREOU Code 44768034
Territory: Pecherskyi District of the city of Kyiv CATUTTC Code UA80000000000624772
Organizational and legal form of business: State enterprise COLFBE Code 140
:c};?:i t(:é‘seconomlc activity: Forestry and other forestry CEA Code 02.10
Average number of employees: 23 717
Address, phone: 9A, Shota Rustaveli St., Kyiv, 01601
Measurement unit: UAH thousand without decimal (except for section IV of the Statement of financial result
(Statement of comprehensive income) (form No. 2), where monetary amounts are presented in hryvnias with
kopecks)
Prepared (mark “v” in the appropriate box):
in accordance with National Accounting Standards v
in accordance with International Financial Reporting Standards
Balance Sheet (Statement of Financial Position)
as of December 31, 2024
Form No.1
Asset Line | At the beginning of | At the end of the
Code | the reporting period | reporting period
1 2 3 4
1. Non-current assets
Intangible assets 1000 250 650 431 930
initial cost 1001 279 125 464 374
accumulated amortisation 1002 28 475 32 444
Capital investments in progress 1005 554 037 659 342
Property, plant and equipment 1010 3 451 355 4129 851
initial cost 1011 9 149 904 10 254 067
accumulated depreciation 1012 5 698 549 6124 216
Investment property 1015 - 32312
initial cost of investment property 1016 - 36 045
accumulated depreciation of investment property 1017 - 3733
Non-current biological assets 1020 1197 1336
initial cost of non-current biological assets 1021 2252 1 464
agcum.ulated depreciation of non-current 1022 1055 128
biological assets
Long-term financial investments:
accounted for using the equity method 1030 16734 16734
other financial investments 1035 85 85
Non-current receivables 1040 192 20
Deferred tax assets 1045 - 8295
Other non-current assets 1090 23 -
Total for Section I 1095 4274273 5279 905
II. Current assets
Inventories 1100 2 014 393 1 659 001
Production supplies 1101 568 584 510397
Work in progress 1102 155 784 114 509
Finished goods 1103 1285 845 1 031 836
Goods 1104 4180 2259
Current biological assets 1110 7 639 7 935
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SFE “FORESTS OF UKRAINE”

Balance sheet (Statement of Financial Position), Form No.1

Trade receivables for products, goods, works and 1125 204 408 81 878
services
Receivables for settlements:
for advances paid 1130 65 985 70 723
with the budget 1135 682 039 13 826
including income tax 1136 23590 331
Receivables for accrued income 1140 - -
Other current receivables | 1155 25 509 33315
Current financial investments 1160 - -
Cash and cash equivalents 1165 1 050 308 1 344 660
Cash on hand 1166 470 -
Cash in banks 1167 1 049 838 1 344 660
Prepaid expenses 1170 7701 4692
Other current assets 1190 144 922 137 527
Total for Section II 1195 4202 904 3353557
II1. Non-current assets held for sale and
. 1200 - -
disposal groups
Balance 1300 8477 177 8 633 462
. b eres Line | At the beginning of | At the end of the
Equity and liabilities Code | the reportging pe%iod reporting period
1 2 3 4
I. Equity
Registered (share) capital 1400 527 413 527 413
Contributions to unregistered authorized capital 1401 - -
Revaluation reserve 1405 113 504 60 756
Additional capital 1410 3925300 4971173
Reserve capital 1415 1395 -
Retained earnings (uncovered loss) 1420 - -
Unpaid capital 1425 - -
Capital withdrawn 1430 - -
Total for Section I 1495 4 567 612 5 559 342
I1. Non-current liabilities and provisions
Deferred tax liabilities 1500 8368 -
Long-term bank loans 1510 - -
Other long-term liabilities 1515 5572 4306
Long-term provisions 1520 - -
Long-term provisions for employee
1521 - -
benefits
Targeted financing 1525 31214 11149
Total for Section 11 1595 45 154 15 455
II1. Current liabilities and provisions
Short-term bank loans 1600 - -
Current payables for:
non-current liabilities 1610 10178 289
goods, works, services 1615 1472 457 1 043 064
settlements with the budget 1620 1042 813 999 357
including income tax 1621 299 416 43 080
social insurance contributions 1625 47 764 4053
payroll settlements 1630 247 629 33 045
Current payables for advances received 1635 289131 322512
Current payables for payments to participants 1640 - -
Current provisions 1660 660 905 603 011
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SFE “FORESTS OF UKRAINE”
Balance sheet (Statement of Financial Position), Form No.1

Deferred income 1665 24 678 16 101
Other current liabilities 1690 68 856 37233
Total for Section III 1695 3864 411 3 058 665

IV. Liabilities related to non-current assets 1700 i )
held for sale and disposal groups

Balance 1900 8477177 8 633 462

Signed and authorised for issue on behalf of the management of SFE “FORESTS OF UKRAINE”
on 6 April 2026.

urii Bolokhovets

G " Olha Miroshnikova
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SFE “FORESTS OF UKRAINE”

Statement of Financial Results (Statement of Comprehensive Income), Form No. 2

Codes

Date (year, month, day) | 2025 | 01 |0l

Enterprise: STATE SPECIALIZED

FOREST ENTERPRISE “FORESTS OF USREOU Code 44768034
UKRAINE”
(name)
Statement of Financial Results (Statement of Comprehensive Income)
for 2024 Form No.2
I. Financial Results
. . For correspondin
Item é ine | For rep.ortmg period of [?revioug
ode period
year
1 2 3 4
ii/ ir:;/;nue from sales of products (goods, works and 2000 23105 905 23 058 244
Cost of sales of products (goods, works and services) 2050 (16 008 921) (15 986 445)
Gross:
Profit 2090 7 096 984 7071 799
Loss 2095 -
Other operating income 2120 461 538 453 343
including:
income from changes in the value of assets measured at 2121 - -
fair value
incqme Jrom the initial recognition of biological assets and 27122 i }
agricultural products
Administrative expenses 2130 (3 081 041) (2 610 062)
Selling expenses 2150 (542 158) (591 826)
Other operating expenses 2180 (1003 122) (809 119)
including:
expenses from changes in the value of assets measured at 2181 - -
fair value
expenses from Fnitial recognition of biological 2182 ) )
assets and agricultural products
Financial result from operating activities:
Profit perating 2190 2932201 3514135
Loss 2195 - -
Income from participation in equity 2200 - -
Other financial income 2220 3 66
Other income 2240 119121 53130
Finance expenses 2250 (1776) (5099)
Losses from participation in equity 2255 - -
Other expenses 2270 (14 948) (26 292)
Financial result before tax:
Profit 2290 3034 601 3535940
Loss 2295 - -
Income tax expense 2300 (554 555) (665 194)
Profit (loss) from discontinued operations after tax 2305 5 -
Net financial result:
Profit 2350 2 480 046 2 870 746
Loss 2355 - -
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SFE “FORESTS OF UKRAINE”
Statement of Financial Results (Statement of Comprehensive Income), Form No. 2

II. Comprehensive Income

Line | For reporting For corresponding

Item Code period period of previous
year
1 2 3 4

Revaluation (devaluation) of non-current assets 2400 59 338 18 185
Revaluation (devaluation) of financial instruments 2405 - -
Accumulated exchange differences 2410 - -
Share of other comprehensive income of associates and 2415 i )
joint ventures

Other comprehensive income 2445 - -
Other comprehensive income before tax 2450 59 338 18 185
[ncome tax related to other comprehensive income 2455 10 681 3273
Other comprehensive income after tax 2460 48 657 14 912
Total income (the sum of lines 2350, 2355 and 2460) 2465 2528 703 2 885 658

I11. Elements of Operating Expenses

For corresponding

Line | For reporting period of previous

Item

Code period
year
1 2 3 4
Material costs 2500 3219 337 4109 532
Labour costs 2505 7098 442 7 651 992
Social insurance contributions 2510 1396 435 1 600 889
Depreciation and amortisation 2515 790 174 727 139
Other operating expenses 2520 8229 992 6 773 707
Total 2550 20 734 380 20 863 259
IV. Calculation of Earnings per Share Indicators
Line | For reporting For.correspon(.iing
Item . period of previous
Code period
year
1 2 3 4

Average annual number of ordinary shares 2600 - -
Adjusted average annual number of ordinary shares 2605 - -
Net profit (loss) per one ordinary share 2610 - -
Adjusted net profit (loss) per ordinary share 2615 - -
Dividends per one ordinary share 2650 - -

Signed and authomed for issue on behalf of the management of SFE “FORESTS OF UKRAINE”
59 .

Yurii Bolokhovets

/ Otha Miroshnikova
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SFE “FORESTS OF UKRAINE”

Statement of Cash Flows (Direct Method), Form No. 3

Enterprise: STATE SPECIALIZED FOREST
ENTERPRISE “FORESTS OF UKRAINE”
(name)

Date (year, month, day)
USREOU Code

Codes

2025 | o1 | ol

44768034

Statement of Cash Flows (Direct Method)

for 2024 Form No.3
Line | For reporting For.corresponfilng
Item . period of previous
Code period
year
1 2 3 4

I. Cash flows from operating activities
Proceeds from:
Sales of products (goods, works, services) 3000 18 239 989 18 049 646
Refunds of taxes and duties 3005 3729 1816
including value added tax 3006 - 257
Targeted financing 3010 166 481 135 642
Proceeds from subsidies, grants 3011 - =
|Advance payments from customers 3015 9731 422 9 325 989
IProceeds from the repayment of advances 3020 34 340 35014
Proceeds from interest accrued on bank accounts 3025 172 314 171 604
Proceeds from debtors’ penalties, fines and forfeits 3035 5268 7 339
Proceeds from operating leases 3040 14 421 5084
Proceeds from royalties 3045 - -
Other proceeds 3095 141 917 279 790
Payments for:
Goods, works and services 3100 (9 542 081) (7 491 488)
Payments for labour 3105 (5975110) (6 095 779)
Payments for social insurance contributions 3110 (1 498 813) (1592 661)
Payments for taxes and duties 3115 (7 500 154) (8961 287)
IPayments for income tax liabilities 3116 (822 408) (446 181)
Payments for value added tax liabilities 3117 (3172 636) (3 334 396)
Payments for other taxes and duties liabilities 3118 (3505110) (5180 710)
Payments of advances 3135 (1 536 828) (1320 619)
Refunds of advances 3140 (133 285) (154 876)
Targeted financing 3145 (1 988) (3 746)
IPayments for liabilities under insurance contracts 3150 « - ) ( - )
Payments by financial institutions for granting loans 3155 ( - ) ( - )
Other payments 3190 (394 660) (366 240)
Net cash flows from operating activities 3195 1926 962 2025228
[1. Cash flows from investing activities
[Proceeds from the sale of:
financial investments 3200 - -
non-current assets 3205 - -
Proceeds from:
Interests 3215 - =
Dividends 3220 - -
Proceeds from derivatives 3225 - -
IRepayment of loans 3230 - -

ther proceeds 3250 - -
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SFE “FORESTS OF UKRAINE”

Statement of Cash Flows (Direct Method), Form No. 3

Payments for acquisition of:

financial investments 3255 - z
non-current assets 3260 (1623 643) (1 005 255)
Payments on derivatives 3270 - -
Granting of loans 3275 - e
Other payments 3290 - -
Net cash flows from investing activities 3295 (1 623 643) (1 005 255)
I11. Cash flows from financing activities

Proceeds from: - 2
Equity contributions 3300

[Loans received 3305 - 3
Proceeds from disposal of an interest in a subsidiary 3310 - -
Other proceeds 3340 - 1
Payments for: - -
Repurchase of own shares 3345 - -
Repayment of loans 3350 - (2 949)
Payment of dividends 3355 - -
[nterest paid 3360 (1634) (5 062)
Repayment of finance lease liabilities 3365 (15 471) (15 362)
Other payments 3390 - =
Net cash flows from financing activities 3395 (17 105) (23 372)
Net cash flows for the reporting period 3400 286 214 996 601
Cash balance at the beginning of the period 3405 1 050 308 32179
Effect of changes in exchange rates on cash balance 3410 8138 21 528
|(Cash balance at the end of the period 3415 1 344 660 1 050 308

UKRAINE” op«rdwiil 2026.

Signed and authorised for issue on behalf of the managgment

FE “FORESTS OF

_~Yurii Bolokhovets

Olha Miroshnikova
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SFE “FORESTS OF UKRAINE"
Notes to the Financial Statements - 31 December 2024

Notes on accounting policies and other explanatory information

1. General Information about the Enterprise

These financial statements of the State Specialized Forest Enterprise “Forests
of Ukraine” (hereinafter — SFE “Forests of Ukraine”, the Enterprise) for the 2024
financial year have been prepared in accordance with the Law of Ukraine “On
Accounting and Financial Reporting in Ukraine” and National Accounting
Standards (NAS).

SFE “Forests of Ukraine” was established on 26 October 2022 and is managed
by the State Forest Resources Agency of Ukraine (hereinafter — the State Forest
Resources Agency of Ukraine).

SFE “Forests of Ukraine” is one of the largest forest management enterprises
in Europe and the largest forest user in Ukraine.

As at 31 December 2024, SFE “Forests of Ukraine” comprises the central
administrative office, the branches “Skhidnyi Forest Office”, “Pivdennyi Forest
Office”, “Forest Fire Centre” and “Forest Reproductive Resources”, as well as 7
regional offices with 128 branches, which were reorganised into the following
branches:

e Karpatskyi Forest Office;

Podilskyi Forest Office;
Pivnichnyi Forest Office;
Poliskyi Forest Office;
Stolychnyi Forest Office;
Tsentralnyi Forest Office;
Slobozhanskyi Forest Office.

As at 31 December 2023, SFE “Forests of Ukraine” comprised the central
administrative office, 9 regional offices with 147 branches, which included 1,444
forestry units.

All divisions of the Enterprise are covered by the Collective Agreement
between SFE “Forests of Ukraine” and its employees for 2023-2025, approved by
the general conference of the labour collective on 30 June 2023, as amended on 28
November 2023, 25 April 2024 and 12 December 2024.

The branches ensure protection, conservation, sustainable use and regeneration
of forests in the following regions of Ukraine (excluding territories temporarily
occupied by the Russian Federation):

e Karpatskyi Forest Office — Zakarpattia, Ivano-Frankivsk and Lviv regions;
Podilskyi Forest Office — Ternopil, Khmelnytskyi and Chernivtsi regions;
Pivnichnyi Forest Office — Sumy and Chernihiv regions;

Poliskyi Forest Office — Volyn and Rivne regions;

Stolychnyi Forest Office — Kyiv and Zhytomyr regions;

Tsentralnyi Forest Office — Vinnytsia, Kirovohrad and Cherkasy regions;
Slobozhanskyi Forest Office — Poltava and Kharkiv regions;

Skhidnyi Forest Office — Dnipropetrovsk and Zaporizhzhia regions;
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SFE “FORESTS OF UKRAINE”
Notes to the Financial Statements - 31 December 2024

e Pivdennyi Forest Office — Mykolaiv, Odesa and Kherson regions.

The branches “Forest Reproductive Resources” and “Forest Fire Centre”
operate throughout Ukraine (excluding temporarily occupied territories). The main
functions of these branches are:

e Forest Reproductive Resources — ensuring forest management activities and

preserving biodiversity of forest ecosystems;

o Forest Fire Centre — providing professional training, as well as

methodological and practical support to the Enterprise’s branches on forest
fire protection.

The principal activities of the Enterprise are:

— forest management, protection, conservation, rational use and regeneration
of forests;

— hunting management, protection, reproduction and rational use of the state
hunting fund within hunting areas assigned to the Enterprise;

— generation of profit from commercial activities;

— provision of goods and services to the State or territorial communities on an
industrial or commercial basis.

The Enterprise is a legal entity under public law established on state ownership.

SFE “Forests of Ukraine” is not financed from the state budget and carries out
its operations independently.

The assets of the Enterprise comprise non-current assets and current assets,
funds, and other valuables, the value of which is reflected in its standalone balance
sheet. The assets are state-owned and assigned to the Enterprise under the right of
economic management. The Enterprise possesses, uses and disposes of such assets
of such assets in accordance with applicable legislation and its Charter.

Forest land plots are state-owned and granted to SFE “Forests of Ukraine” for
permanent use.

As at 31 December 2024, the Enterprise had 6.6 million hectares of forest land
in permanent use.

The Enterprise is a dominant participant in the timber market in Ukraine.

The main products of the Enterprise are roundwood and fuelwood for industrial
and non-industrial use.

The average number of employees during 2024 was 23,717 (2023: 29,818).

History of the Enterprise

The Enterprise was established as part of the reform of the forestry sector of
Ukraine.

The prerequisites for its establishment were set out in the Decree of the
President of Ukraine No. 228/2021 dated 7 June 2021 “On Certain Measures for the
Conservation and Regeneration of Forests”.
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SFE “FORESTS OF UKRAINE”
Notes to the Financial Statements - 31 December 2024

This Decree is associated with the environmental initiative “Large-scale
Afforestation of Ukraine” (the “Green Country” programme). At the same time, the
President of Ukraine instructed the Cabinet of Ministers of Ukraine to take measures
to reform the forestry sector, including improving the management system of state
forestry enterprises.

In 2022, the National Security and Defence Council of Ukraine adopted the
decision “On the Protection, Conservation, Use and Regeneration of Forests of
Ukraine in a Special Period”, which states that, in order to improve the efficiency of
the forestry sector, the issue of establishing a single state business entity responsible

for forest management through the reorganisation of state forestry enterprises should
be considered.

By Resolution of the Cabinet of Ministers of Ukraine No. 1003 dated 7
September 2022 “On Certain Issues of Reforming the Management of the Forestry
Sector”, it was decided to establish the State Specialized Forest Enterprise “Forests
of Ukraine” through the consolidation of state forestry enterprises under the
management of the State Forest Resources Agency of Ukraine, with subsequent
transformation into a joint-stock company, 100% of the shares of which are owned
by the State.

In accordance with this Resolution, the State Forest Resources Agency of
Ukraine issued Order No. 804 dated 26 October 2022 “On the Establishment of the
State Specialized Forest Enterprise “Forests of Ukraine™”.

Registered Address and Place of Business

The registered address of the Enterprise is 9-A Shota Rustaveli Street, Kyiv,
01601, Ukraine.

2. Operating Environment

The Enterprise operates in Ukraine, where the full-scale war with the russian
federation continues and the legal regime of martial law is in effect.

During the periods covered by these financial statements and as at the date of
authorisation of these financial statements, hostilities caused by russia’s invasion of
Ukraine on 24 February 2022 continued in the east and south of Ukraine along the
front line. Certain cities and settlements in these regions remain temporarily
occupied, and russia continues to carry out occasional shelling of the territory of
Ukraine. In 2024, the russian armed forces continued to advance on the eastern front
and were primarily engaged in offensive operations.

In 2024, Ukraine’s power generation and power transmission facilities were
subject to massive attacks, which resulted in a significant shortage of electricity
supply in the country during certain months of the year.

The challenges faced by Ukraine as a result of the war hinder the stability and
further development of its economy and financial sector.

Accordingly, the conditions in which the Enterprise operates remain
challenging.
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SFE “FORESTS OF UKRAINE”
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The outcome and timing of the end of the war cannot be predicted with
sufficient certainty.

During 2024, the NBU gradually reduced the key policy rate to 14.5% from 14
March 2024, to 13.5% from 26 April 2024, and to 13% from 14 June 2024; however,
it increased the rate to 13.5% from 13 December 2024. The rate had been 15% from
15 December 2023. The key policy rate was further increased to 14.5% from 24
January 2025.

In 2024, the inflation rate in Ukraine was 12% compared with 5.1% in 2023,
according to statistical data published by the State Statistics Service of Ukraine.
Despite the adverse trend in consumer price inflation at the end of 2024, the NBU
forecasts that inflation will gradually return to a downward trajectory in 2025 and
approach its target level of 5% in 2026.

According to the NBU, Ukraine’s real GDP increased by 3.4% in 2024. The
slowdown in GDP growth, which amounted to 5.3% in 2023, resulted from lower
harvest volumes, weaker-than-expected external demand, intensification of
hostilities and russian air attacks, which caused shortages in electricity supply.
Taking into account security risks and the challenging situation in the labour market,
the NBU revised its GDP growth forecast for 2025 downward to 3.6%. However,
the baseline scenario assumes a gradual return to normal economic conditions, under
which GDP growth is expected to moderately accelerate to around 4% in 2026—
2027.

Starting from October 2023, the National Bank of Ukraine introduced a
managed exchange rate flexibility regime after cancelling the fixed exchange rate
regime introduced in response to the military invasion of Ukraine. Under this regime,
the official exchange rate is determined on the basis of market rates in interbank
transactions and is not set directly by the National Bank of Ukraine. As at the
reporting date, the official exchange rate of the hryvnia against the US dollar
established by the NBU was UAH 42.04 per 1 USD.

In 2024, the NBU implemented a policy of gradual easing of the restrictions
introduced after russia’s invasion of Ukraine. In particular, on 3 May 2024, the NBU
introduced a new package of currency liberalisation measures. These measures were
aimed at improving business conditions, supporting economic recovery and
attracting new investment into the country.

One of the new measures provides that, starting from 13 May 2024, companies
are allowed to repatriate new dividends accrued for the period beginning on 1
January 2024, subject to a monthly limit of EUR 1 million. Other measures
introduced include the possibility to repay interest on “old” external loans that were
not overdue as at 24 February 2022, the easing of restrictions on repayment of “new”
external loans, and the cancellation of currency restrictions on imports of services.

In July 2024, the NBU continued to introduce additional liberalisation
measures. In particular, it allowed companies to repatriate dividends for the purpose
of making coupon payments on eurobonds, provided that the company acts as a
guarantor for eurobonds issued by its parent company or by a company under
common control. The liberalisation measures introduced in September 2024 allowed

Ukrainian companies acting as guarantors for eurobonds to pay dividends abroad to
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their parent companies in an amount covering coupon payments for the period from
24 February 2022 to 9 July 2024.

During 2024, the yield to maturity on US dollar-denominated eurobonds of the
Government of Ukraine for instruments with a five-year maturity decreased
significantly as a result of the successful restructuring of public debt and amounted
to 14.6% as at 31 December 2024, compared with 51.1% as at 31 December 2023.
At the same time, the yield on Ukrainian domestic government bonds denominated
in hryvnia with a five-year maturity was 15% as at 31 December 2024 compared
with 18% as at 31 December 2023.

Since the beginning of the war, Ukraine’s budget has been in deficit, financed
through international financial assistance, domestic borrowings and, as a measure of
last resort, direct financing of the deficit by the National Bank of Ukraine.

In 2024, Ukraine received almost USD 42 billion of international financial
assistance in the form of loans and grants from its international partners. This
assistance is critically important for Ukraine’s ability to continue resisting
aggression, finance the budget deficit and regularly service its debt obligations.

In particular, these funds enabled the government to finance a significant
budget deficit of around 24% of GDP, excluding grants in revenue, while the
National Bank of Ukraine was able to support the stability of the foreign exchange
market and increase international reserves to a new record level, increasing them by
8% to USD 43.8 billion as at 1 January 2025.

In February 2025, the US administration initiated negotiations between the
United States and russia, which may affect the geopolitical landscape, including the
availability of financial assistance to Ukraine. These developments may affect the
operating environment of the Enterprise in the future.

In the 2025 calendar year, Ukraine is expected to receive USD 38.4 billion of
external financing. Taking into account the government’s measures aimed at
increasing revenue and borrowings in the domestic debt market, these funds should
be sufficient to fully cover the planned budget deficit for the year, approximately
19% of GDP excluding grant revenue, without the use of monetary financing. The
impact of the war on the current position of the Enterprise and management’s
assessment of going concern are disclosed in these notes.

The operating environment of the forestry sector in Ukraine for 2023-2024
includes important aspects.

Ukraine has 10.4 million hectares of forests, making it the ninth largest country
in Europe by forest area.

The forest cover of Ukraine is 15.9%, and forests are distributed unevenly, with
significant differences across natural zones.

Forests have an important role in environmental protection, improve the water
regime and increase agricultural yields. More than half of the country’s forests are
artificially created and require enhanced care. The age structure is dominated by
middle-aged stands, while the share of mature and overmature stands is 18.7%. The
average age of forests is over 60 years. Forests are gradually ageing, which results
in deterioration of their sanitary condition.
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Ukraine’s forests are formed by more than 30 tree species, among which pine,
oak, beech, spruce, birch, alder, ash, hornbeam and fir predominate. Coniferous
stands occupy 43% of the total area, including pine at 35%. Hardwood stands
account for 43%, including oak and beech at 37%.

The growing stock of timber in forests is estimated at approximately 2.3 billion
cubic metres. On average, forests in Ukraine add 35 million cubic metres of timber
annually. The average annual timber increment in the forests of the State Forest
Resources Agency is 3.9 cubic metres per hectare, ranging from 5.0 cubic metres in
the Carpathians to 2.5 cubic metres in the Steppe zone. There is a gradual increase
in timber stock, which confirms the significant economic and environmental
potential of Ukraine’s forests. The timber stock per hectare in the forests of Ukraine
is approximately 235 cubic metres, including approximately 251 cubic metres in the
forests of the State Forest Resources Agency, ranking tenth in Europe; for
comparison, Poland has 288 cubic metres and Sweden has 131 cubic metres.

The vast majority of forests are state-owned. In the process of land delimitation,
approximately 1.3 million hectares, or 13%, of forest land plots that are in the
permanent use of municipal enterprises subordinated to local self-government
bodies may be transferred to municipal ownership. The share of privately owned
forests is less than 0.1% of the total forest land area. Approximately 800 thousand
hectares of forest land have not been allocated for use. Historically, Ukraine has
developed a situation where state forests are assigned to numerous permanent forest
users; for forest management purposes, forests have been granted for permanent use
to enterprises, institutions and organisations of several dozen ministries and
agencies. By departmental subordination, the largest area of forest land,
approximately 73%, belongs to the management sphere of the State Forest
Resources Agency.

In 2023, state forestry enterprises belonging to the management sphere of the
State Forest Resources Agency of Ukraine carried out forest regeneration on an area
of 35.2 thousand hectares. Of this amount, 27.4 thousand hectares were regenerated
by planting and sowing within the forest fund, including afforestation on land
granted for permanent use, i.e. creation of new forests, on 5.9 thousand hectares.
Natural regeneration took place on an area of 7.8 thousand hectares. Forest
regeneration in 2023 increased by 3.1 thousand hectares, or 9.7%, compared with
2022.

The implementation of strategic reforms in Ukraine’s forestry sector, in
particular digitalisation and increased revenue from timber sales, is an important
area for supporting economic development.

The operational plan for the implementation of the State Forest Management
Strategy of Ukraine until 2035 provides for the adaptation of forests to climate
change and the creation of a transparent forest resource management system.

The EU Biodiversity Strategy for 2030 provides for a commitment to plant
three billion trees in the EU. Ukraine has also joined this process and, within the
framework of the President of Ukraine’s “Green Country” programme, plans to plant
1 billion new trees within three years and thereby increase the forest area by 1

million hectares over ten years.
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3. Basis of Preparation

These financial statements are the financial statements of the Enterprise as at
and for the year ended 31 December 2024 and have been prepared in accordance
with National Accounting Standards of Ukraine.

In these financial statements, the Enterprise applied NAS 1 “General
Requirements for Financial Reporting”, individual National Accounting Standards,
the Law of Ukraine “On Accounting and Financial Reporting in Ukraine”, other
regulatory acts of Ukraine and the Accounting Policy Regulations of SFE “Forests
of Ukraine”.

In preparing these financial statements, the Enterprise applied the following
principles: prudence, full disclosure, autonomy, consistency, going concern, accrual
and matching of income and expenses, substance over form, historical cost, single
monetary measurement and periodicity.

The preparation of financial statements in accordance with National
Accounting Standards requires the use of certain significant accounting estimates. It
also requires management, when applying the Enterprise’s accounting policies, to
exercise professional judgement. Areas where such judgement is particularly
important, areas involving a high degree of complexity, and areas where
assumptions and estimates are significant for the preparation of the financial
statements are described in Note 5 to these financial statements.

Presentation currency. These financial statements are presented in Ukrainian
hryvnias, and all amounts are rounded to the nearest thousand, unless otherwise
stated. The functional currency of the Enterprise is the Ukrainian hryvnia.

Going concern. Management has prepared these financial statements on a
going concern basis (see Note 4 to these financial statements), which discloses
information about uncertainties related to events or conditions that may cast
significant doubt on the Enterprise’s ability to continue as a going concern.

Changes to the financial statements after authorisation for issue. Any
changes to these financial statements after their issue require approval by the
Enterprise’s management, which authorised these financial statements for issue.

The Enterprise uses estimates and assumptions that affect the amounts
recognised in the financial statements and the carrying amounts of assets and
liabilities within the next financial year. Estimates and judgements are assessed on
an ongoing basis and are based on management’s past experience and other factors,
including expectations of future events that are considered reasonable in the existing
circumstances. In addition to judgements involving accounting estimates,
management of the Enterprise also exercises professional judgement in applying
accounting policies.

4. Going Concern

Management has prepared these financial statements on a going concern basis,
based on the assumption that the Enterprise will be able to realise its assets and settle
its liabilities in the ordinary course of business in the foreseeable future.
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Management of SFE “Forests of Ukraine” regularly assesses the Enterprise’s

ability to continue as a going concern for at least 12 months after the date of
preparation of the financial statements.

Key measures supporting the going concern assumption

In order to determine development objectives for the medium term and the

ways to achieve them, the Enterprise has developed, and the State Forest Resources
Agency of Ukraine, as the authorised management body, has approved, the strategic
development plan of SFE “Forests of Ukraine” for 2025-2029. This plan is based
on the priorities set out in the State Forest Management Strategy of Ukraine until
2035 and takes into account the interests of the state, business and society.

The analysis of the Enterprise’s internal and external environment indicates
that, given its significant strengths, the Enterprise is able to maintain its
activities at the current level; however, further development and improved
efficiency require the implementation of management measures. The
Enterprise’s products will remain in demand in the Ukrainian market and have
significant potential in the markets of European countries.

In the event of temporary loss of access to the forest raw material base in
certain regions due to hostilities and the mining of part of forest areas in
frontline regions, the Enterprise implements measures to redistribute
harvesting volumes to safer forest areas, constructs new forest roads and
cooperates with certified contractors to demine affected areas.

To reduce the impact on logistics processes, the Enterprise has redirected
product supplies and built up inventories of fuel and lubricants, spare parts
and consumables to ensure stable operation of branches in critical regions.

In response to staffing challenges caused by mobilisation, the Enterprise
ensures rotation and relocation of personnel between branches and arranges
deferments from mobilisation for certain employees, which enables it to
maintain the performance of production tasks.

In the event of damage to infrastructure in frontline branches, temporary
arrangements for relocating production processes to safer regions are
implemented promptly, with subsequent restoration of access to assets after
the situation stabilises. To maintain the functioning of branches in crisis
conditions, backup power sources, such as generators, are used, as well as
Starlink satellite communication systems to ensure uninterrupted coordination
and access to digital management systems.

To counter natural threats, including fires, pests and forest diseases, the
Enterprise implements early detection systems, carries out preventive
inspections, purchases modern firefighting equipment and performs
phytosanitary protection measures.

The Enterprise operates on a self-financing basis without attracting external
financing. The absence of debt burden, stable cash flow and cost control
ensure financial stability, which is a key factor in maintaining going concern
in a crisis environment.
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Thus, the Enterprise demonstrates resilience to external challenges, the ability
to adapt to difficult conditions and ensures an appropriate level of risk management.

Management of the Enterprise assessed the Enterprise’s ability to continue as a
going concern as at the date of issue of these financial statements and concluded that
a material uncertainty exists related to the possible significant escalation of
hostilities, which may lead to destruction of infrastructure and destabilisation of the
Enterprise’s activities and, as a result, may cast significant doubt on the Enterprise’s
ability to continue as a going concern.

At the same time, based on the existing circumstances and planned response
measures, management reasonably expects that the Enterprise will have sufficient
resources to continue its operations for at least twelve months after the date of these
financial statements.

Management will continue to monitor the potential impact of the above
circumstances and will take all possible measures to minimise their adverse
consequences.

Taking into account the above, management of the Enterprise has concluded
that the use of the going concern assumption in preparing these financial statements
is appropriate.

5. Significant Accounting Policies

The financial statements of the Enterprise for 2024 include information whose
disclosure is required by National Accounting Standards (NAS) or other regulatory
legal acts of the Ministry of Finance of Ukraine on accounting matters.

The financial statements of the Enterprise include the performance indicators
of its branches.

The Balance Sheet presents the assets, liabilities and equity of the Enterprise.
The branches prepared separate balance sheets. The indicators of the separate
balance sheets and the corresponding financial reporting forms were included in the
Balance Sheet and the corresponding financial reporting forms of the Enterprise;
information on intra-entity settlements (mutual liabilities in equal amounts) was not
presented.

The Statement of Financial Results discloses information on income, expenses,
gains and losses, other comprehensive income and total comprehensive income of
the Enterprise for the reporting period.

The Statement of Cash Flows presents data on cash flows during the reporting
period from operating, investing and financing activities using the direct method.
Internal changes in cash were not included in the Statement of Cash Flows.

The Statement of Equity discloses information on changes in the Enterprise’s
equity during the reporting period. The columns of the Statement of Equity intended
for presenting components of equity include the indicators presented in Section I
“Equity” of the Balance Sheet.

The financial statements of the Enterprise include the performance indicators

of the branches comprising the Enterprise.
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The financial statements of the Enterprise have been prepared taking into
account the indicators of the separate balance sheets and other financial reporting
forms of the branches and reflect the financial position, results of operations and
cash flows of the Enterprise as a single economic unit.

Intangible assets

Accounting for intangible assets at SFE “Forests of Ukraine” is maintained for
each item by the following groups:

¢ rights to use natural resources;

e rights to use property;

e rights to commercial designations (rights to trademarks (marks for goods
and services), commercial (trade) names, etc.), except for those for which
acquisition costs are recognised as royalties;

e rights to industrial property items (rights to inventions, utility models,
industrial designs, plant varieties, animal breeds, layouts (topographies) of
integrated circuits, trade secrets, including know-how, protection against
unfair competition, etc.), except for those for which acquisition costs are
recognised as royalties;

e copyright and related rights (rights to literary, artistic and musical works,
computer programs, electronic computer programs, data compilations
(databases), performances, phonograms, videograms, broadcasts
(programmes) of broadcasting organisations, etc.), except for those for
which acquisition costs are recognised as royalties;

e other intangible assets (the right to conduct activities, to use economic and
other privileges, etc.).

Amortisation of intangible assets (except for the right of permanent use of a
land plot) is charged over their useful lives, which are established by the Enterprise
in an order or specified in commissioning acts when such an item is recognised as
an asset (when it is recognised on the balance sheet).

Amortisation of intangible assets is charged taking into account the useful lives
established by the Tax Code of Ukraine, namely:

Groups Term of the right of use

group 1 - rights to use natural resources (the right to |In accordance with the title
use subsoil, other resources of the natural document

environment, geological and other information on
the natural environment)

group 2 - rights to use property (the right to use a In accordance with the title
land plot, except for the right of permanent use of a |document

land plot in accordance with the law, the right to use
a building, the right to lease premises, etc.)

group 3 - rights to commercial designations (rights to {In accordance with the title
trademarks (marks for goods and services), document

66
The accompanying notes are an integral part of these financial statements,












































































































