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Abstract

Electricity in the modern world is one of the key factors of social and
economic processes, namely the provision of the lives of the population and
consumption of households, goods and services, national security and
environmental protection.

The priorities of Georgia's energy strategy are based on the analysis of
potential opportunities for local energy resources and trade in regional energy
markets. In addition, it envisages the objectives of the country's integration into
the European Union, which implies gradual approximation of the Georgian
legislation with EU energy legislation and standards.

Energy sector of Georgia is in the restructuring process. The reform thereof
implies the establishment of new market relations between the subjects and the
changes in the structure, which will create new market participants and a more
efficient system of electricity.

Reform of the sector will generate a number of organizational and financial
problems, as well as those reflected in the efficient functioning of a company.
These problems, first of all, are fully to emerge in the management of financial and
economic activities of energy companies.

In terms of restructuring the power industry and power companies, it is
necessary to define and review the issues of securing financial planning and
financial sustainability subject to the results of financial analysis.

The object of study is a Georgian power distribution and grid company - JSC
"Telasi".

Main types of business activities of JSC "Telasi" are purchase and sale of
electricity, power grid services and operation, power transit services and customer
technical services.

Nowadays, the company carries out power grid retrofitting activities to
modernize the company. The main focus is on rehabilitation and modernization of
the technically "weak" segments of the distribution network.

Subject to the terms set forth hereinabove, it is interesting to conduct
financial sustainability analysis, financial risk analysis and probability diagnosis of
bankruptcy on the example of the company, and present some specific
recommendations based on the results of the analysis.

Chapter I contemplates the problems of energy sector reform in Georgia;
business environment of the power company; forecasting the environment for the

development of the company; dependence of power companies’ operation in
market terms on internal factors analysis affecting various aspects of their
activities; classification of various factors of the influence of power companies’
activities; activities, mission, history, statutory base, corporate management
policy, and ecological policy of JSC “Telasi”.

Chapter II represents the dissertator’s opinion on the strategy of analysis of
financial position and its main directions on the basis of the research and analysis



of scientific practices, international practice materials on the methodology of
financial position analysis.

Financial reports illustrate the past events, and the data thereon is essential
to obtain future plans and projections.

Also, there are outlined the aims of financial analysis, review and analysis of
the most important parameters for the company, which will result in an objective
and accurate picture of the financial situation. These are to include: assessment of
the company’s property, liquidity and solvency, financial sustainability, business
activities, profitability and investment activities.

Chapter III covers the essence of bankruptcy probability models and the
study of theoretical issues of its diagnosis and their generalization subject the
company's current accounting and financial statements data, and the study of their
diagnosis theoretical issues and their generalization based on the company's
current accounting and financial statements.

As a result of financial analysis, relevant conclusions and recommendations
are to be made.

Any company's activities should be managed in such a way that the risk of
financial crisis is minimized, as well as the level of financial risks. The company's
bankruptcy is considered to be the highest level of financial crisis.

This notwithstanding, while understanding the importance of this problem,
practically, companies pay less attention to the risk of financial crisis and the ways
of preventing this problem.

In the thesis paper, when predicting the bankruptcy probability, MDA
models are used, they are to be known in the literature as the Z- score models.

It will also be applied J. Argent and T. Stone qualitative model. On the basis
of this approach we will plan the financial risk and management risk reduction
level of the company.

It should however be assumed that modern scientific works do not
provide conditions of operation of Georgia’s power market, peculiarities of the
sector, statutory regulations and legislative framework.

While reforming the power sector, the strategic directions are considered.
Attention has mainly been paid to three issues: reliability, efficiency, security.
Therefore, one of the most important issues is the financial stability of power
companies, based on financial statements analysis. It is necessary to develop and
implement effective financial and economic tools in the management of the
entities operating in the power sector.

There at the end of the thesis paper are presented conclusions and
recommendations, list of literature.
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