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Annotation

Construction is one of the fastest-growing and developing sectors of our
country's economy, which is characterized by a number of features depending on the
specifics of the sector. The construction business can be considered as one of the main
directions of overcoming the crisis of Georgian economy and its revival. The present
thesis includes the identification and discussion of the problems of the financial
situation of the construction companies operating in Georgia, as well as the
development of strategies necessary for the elimination of these problems.

In the introduction of the thesis, the relevance of the research topic is
presented, the purpose and tasks of the research, the subject and object of the
research, the state of the topic's study and its theoretical-methodological foundations
are set. The scientific novelty of the work and its practical importance are shown.

The first chapter of the dissertation discusses the retrospective of construction
activity as a business development, the main trends and its place in the business sector
of Georgia. The construction sector is one of the growing directions, which greatly
contributes to the development of the country's economy. The construction business
developed over the years and was characterized by significant fluctuations, as it was
always influenced by the political, economic, financial and other processes taking
place in the country and abroad. In the first chapter of the work, endogenous and
exogenous factors affecting the construction business, which cause an impact on the
industry, are also discussed. Here, the legal base operating in the country, which
regulates this or that direction of construction activity, is studied and analyzed in
depth, because the legal requirements have a significant impact on the financial
results of construction companies.

The second chapter of the work is devoted to the discussion of the features of

financial management of construction companies. Due to the fact that part of the



construction companies have problems with their financial situation, it is necessary to
carry out the financial management perfectly, so that the company's financial service
can identify, prevent and minimize this or that risk in advance, as well as analyze the
factors affecting the financial results and develop strategies to stimulate the successful
operation of the company. The competence of financial management also includes the
issue of attracting financial resources. The paper reviews in detail the directions of
financing construction activities, their features, as well as their pros and cons.

A company's success is unimaginable without reliable and comprehensive
financial accounting. The second chapter presents the peculiarities of accounting of
construction companies, taking into account the specifics of the construction
industry. Here we are talking about the application of the basic principles of
accounting, the regulation of accounting in the construction sector in accordance
with internationally recognized principles and regulatory norms, the importance of
timely and complete accounting of each economic operation and their compliance
with international accounting standards. Existing shortcomings are analyzed and
recommendations are offered to improve these shortcomings.

Structural analysis of assets and liabilities of construction companies is described
and analyzed in this chapter. The analysis of assets shows how the property situation
of the enterprise as a whole has changed, which category of assets (current or fixed)
accounted for the largest share of total assets, what structural and dynamic changes
were made in current assets, which items mainly led to the increase or decrease of
current assets, how the structure of non-current assets changed and what is the
specific share of long-term assets in the total amount of assets. And the analysis of
liabilities and own capital shows the participation of financing sources in the
formation of assets, how the amount of own capital has changed and what caused its
increase or decrease, whether the enterprise had unrecovered losses in any year of the

analysis period, whether the losses were eliminated in the following accounting



periods, what is the structure of the capital raised and what type of liabilities prevails
in the enterprise.

The second chapter covers the analysis of liquidity and solvency of the
construction companies under study. Within the framework of the study, the
liquidity indicators of the research companies were calculated, and for the purpose of
financial stability analysis, the solvency recovery ratio was calculated. Based on the
analysis, conclusions are drawn and relevant measures are developed.

The process of preparation, submission, and delivery of financial and
management statements by companies working in the construction business in
Georgia faces certain challenges. In order to determine the characteristics of the
requirements for submitting financial statements in construction companies and the
shortcomings in this direction, we conducted a study. The target group was the
founders of construction companies, representatives of financial services and
accountants. During the research process, we focused on existing risks. The results of
the study were analyzed using qualitative research methods. As a result of the
research, it was established that:

1. In many cases, companies do not have an approved accounting policy or
cannot comply with the requirements stipulated by the approved accounting policy;

2. In a certain part of the companies, there are no separate financial and internal
audit services. Therefore, financial management issues are delegated to the company
manager, while internal audit functions either remain unfulfilled or are even partially
delegated to the company accountant.

3. The activities of the accounting service are mainly related to tax declaration
and generally do not or cannot provide the preparation of financial or management
statements. On the one hand, the unpreparedness of financial and management
reporting and on the other hand, the lack of access to the interested parties are serious

problems for the proper functioning of the company.



The third chapter of this paper provides an in-depth study of the example of the
two largest construction companies operating in Georgia. The dissertation research
includes a separate study and analysis of the components of the financial statements
of the analyzed construction companies.

The third chapter of the thesis is devoted to the assessment of the state of the
capital of the analytical construction companies. In order to analyze and evaluate the
financial stability of the research construction companies, absolute and relative
indicators are used. The financial stability of the research companies is evaluated
according to a number of ratios based on the data of the financial statements of 2020,
2021, 2022 and 2023.

The results of the analysis are presented in the form of a diagram, which allows
the characterization of the financial stability of both research objects in dynamics. At
the same time, we discussed the factors affecting it. In the research process, the
creditworthiness of the research construction companies was analyzed according to
the Altman creditworthiness index model. In order to analyze the property situation
of the research companies, a vertical analysis was carried out based on the data of the
accounting balance, the deviations were calculated according to the individual items
constituting the assets, liabilities, and own capital, and the corresponding conclusions
were made.

After analyzing the main components of the financial statements of the
analyzed enterprises: assets, liabilities and capital, an analysis of the profitability of
the research construction companies is carried out according to the profitability
coefficients, the coefficients are presented for visibility in the form of an analytical
table, and based on it, the degree of financial dependence (leverage) management by
the enterprise is evaluated. As a result, we determined the financial attitude of the

company in relation to creditors and the degree of its financial stability.



To share practical experience in the preparation and presentation of financial
statements, as well as from an organizational perspective, the main approaches of
European countries in the direction of improving construction activities were studied
during the research process. One of the leading German construction companies, Toll
& Toll Bau GmbH, was selected as a research object. The financial department of the
mentioned company has developed a risk management policy, which ensures that the
company maintains its increasing profitability. In the final part of the paper, based on
the results of the research, recommendations are proposed and the main approaches

that will contribute to the successful operation of construction companies.



