


LETTER FROM EXECUTIVE DIRECTOR

T~

Executive Director’s Welcome,

We started the Caucasus Nature Fund (CNF) in
2008, the year Russia invaded Georgia. As 2025
opens, the geo-politics of the region remain as
difficult as they have been any time since those
early days. And the regional uncertainty mirrors
that in the broader world.

In these uncertain days, | am especially pleased
to be able to offer a bit of good news about the
natural world in the Caucasus. Thanks in part to
CNF’s tireless support, today we have:

e Aleopardcub--only afew monthsold --inthe
south of Armenia, and a recent siting of an adult
male in the north near the Georgian border; they
add to the small but seemingly expanding
population;

« A new herd of Goitered Gazelles on Georgia’s eastern border with Azerbaijan;

o Athriving population of bezoar goats in the south of Armenia that may one day connect to

the smaller one in Georgia, and

e A multitude of protected areas covering over 850,000 hectares that are now more
professionally managed, and which provide habitats for all these (and more) endangered
creatures. One of them is newly created, 51,000-hectare, high mountain Racha National
Park, which CNF supported the Georgian Government to create (using funds CNF

received from the Wyss Foundation).

CNF has invested approximately EUR 33 million in the last 16 years to protect this unique
area of the world. We all, CNF and our supporters, can take pride in and hope from what we
have accomplished together. The Board extends its heartfelt thanks to everyone who
contributed financially to support our work in 2024. The German government’s
contributions to our capital over the years continue to be the most important source of our
funding, but all donations - large and small - are crucial to enabling our work for the region’s

nature to continue.

Following Elizabeth Messud’s departure last year, | have re-assumed - on an interim basis -
the position of Executive Director. Thanks go to Elizabeth for her contributions and to
Ronnie Kent for stepping in as Supervisory Board Chair. Butitis ourteam in the region that
is responsible for CNF’s many successes this year - about which | invite you to read in the

pages that follow.

Yours gratefully, on behalf of myself and the Supervisory Board

David Morrison
Executive Director
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From our inception, CNF’s mission has been to provide financing support for the conservation of
the magnificent nature in the Caucasus with a focus on improving the management of the
region’s mostimportant National Parks and other Protected Areas (PAs). These are the core areas
in which so much of the region’s rich biodiversity is housed. We know that PA staff, almost
exclusively local people working in small towns or remote communities, cannot do their jobs
effectively unless they are adequately paid and properly equipped. This is why most of our
funding today continues to be directed to the operating costs of PAs in Armenia and Georgia.

While governments have incrementally increased wages for rangers and other staff from the very
low level that prevailed when we started, salaries remain too low. Accordingly, we continue to
support — albeit at lower levels than in the past -- supplements to government salaries so that
rangers and other key personnel are properly rewarded for their important work and remain
motivated. The increase in government support for wages has allowed us to increase our support
for other needs - from new vehicles to camera traps, binoculars and advanced surveillance and
monitoring equipment. Also, we provide funding for more mundane but critical and often
neglected work like maintaining existing infrastructure: trails, administration and visitor centers,
and ranger huts.

In 2020, CNF’s Supervisory Board approved a 5-year Strategy to deepen and develop the impact
of this funding support. In addition to the regular funding of operating costs, we focused on two
enabling conditions for more effective Protected Areas management. First, improving staff
capacities in the PAs (and to a lesser extent at the central management level, especially in
relation to biodiversity monitoring); and second, increasing the engagement with and awareness
of local communities about nature conservation.

In the following pages we highlight some of our many accomplishments from 2024, as well as
some of the challenges which remain.
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SUPPORT FOR PA OPERATING COSTS

In 2024, our funding for operating costs reached a portfolio of 21 PAs in the region covering more
than 850,000 hectares as shown in the maps below. The total direct funding for these PAs
amounted to more than EUR 1.6 million in 2024. That funding is complemented by more than
EUR 1 million of related spending on different forms of technical assistance and related support

discussed later in this report

Our direct funding support in 2024 reached 5 PAs in Armenia covering over 160,000 hectares
and 16 PAs in Georgia covering over 690,000 hectares.

Armenia & Georgia Protected Areas Supported by CNF
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OTHER OPERATING HIGHLIGHTS - ARMENIA

CNF has provided financing for the development of the Protected Areas’ system in Armenia for 15
years, and we celebrated this significant milestone with an event in September attended by our
Board of Directors and over 50 government officials and supporters of Armenia’s nature. The
event, co-sponsored by the Tufenkian Foundation, was followed by a Board visitto “our” Protected
Areas in Khosrov Forest, Arpa Protected Landscape, and Dilijan National Park, and culminated
with a Board meeting in Dilijan.

As part of our 15th-anniversary celebration, COMPANY published the Birds of Armenia
photobook, featuring high-quality images of 205 out of Armenia’s 380 bird species.

AUUPSHINUBUL B.MARTIROSVAN

In mid-2024, the Armenian government centralized the entire ranger function for both PAs and
forest districts under a newly created Eco-Patrol Service (EPS) within the Ministry of Environment.
The shift of ranger responsibilities from the PAs to EPS has raised broad issues that affected our
work in 2024 and will continue to do so in future years. The 2024 changes resulted in
approximately EUR 360,000 earmarked by CNF for ranger salary support going unspent; however,
as part of the reorganization, the government allocated increased funding for ranger salaries
within the EPS, which may free up CNF resources for other purposes in future years. We continue
to monitor this situation and will work with our partners to ensure that the PAs will be effectively
managed under the new system.

As part of the management effectiveness pillar of our strategy, in 2024 we continued to expand a
high-tech remote surveillance system to be used by the Protected Areas and the central
government. We are working with the Ministry to assure the proper management of the
surveillance system under the new EPS set up.



CAUCASUS NATURE FUND

ka

Photo by Sasun Pirinyan - Khor Virap

CNF also continued collaboration with the State Environmental Inspectorate, providing it with the
latest equipment to aid in the control of illegal logging in the forest areas in the PAs.

In the Khor Virap Sanctuary, managed by the Khosrov Forest State Reserve, a project launched in
2020 to revitalize a section of the Ararat Valley wetlands has delivered remarkable results, with
several bird species now resting and nesting in an area that was previously barren. This project will
expand in 2025.

In September, CNF organized an exchange visit from the Tusheti, Aragvi and Truso Protected
Landscapes in Georgia to the Arpa Protected Landscape in Armenia. The Georgian delegation
included representatives from the Ministry of Environmental Protection and Agriculture (MoEPA)
and the Agency of Protected Areas (APA). The program focused on several key areas: the
development of community-managed areas, stakeholder participation and engagement in
decision-making, ecotourism, income generation, and biodiversity monitoring and protection
measures. The meetings provided a unique chance for both sides to exchange knowledge, explore
new approaches, and brainstorm potential improvements for more effective landscape
management.

Arus Nersisyan, Director of Arpa Protected Landscape — “The year 2024 was productive and marked by significant network
expansion. In addition to our long-term cooperation with CNF, a new adopted approach allowed us together to organize several
study tours and exchange visits within our protected landscape. These opportunities enabled us to learn from and familiarize
ourselves with the models, operational systems, and management mechanisms of protected areas and national parks both in

Armenia and abroad, as well as to showcase our model of landscape protection. This experience broadened our perspective and
enhanced our mindfulness”.
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OTHER OPERATING HIGHLIGHTS - GEORGIA

The Parliamentary elections in October 2024 and the resulting protests have affected Georgia geo-
politically, economically, and culturally. With Georgia and Western governments re-thinking their
relations, numerous international supporters have suspended their commitment to Georgia’s still
ongoing democratic transition. While conservation was relatively untouched by these dramatic
events, the new Parliament recently approved a resolution which could affect the employees of
the Ministry and APA in 2025.

We continue to monitor this situation, but so far, the state’s PAs’ budgets and our support appear
to be unaffected, and we plan to continue our work in 2025.

We are also happy to report that of the 16 CNF-supported PAs, 9 have approved and functioning
Management Plans, while 5 PAs have draft Management Plans ready to be approved. In 2024, CNF
supported the further development of the Management Plan monitoring and evaluation tool (an
adapted Gantt Chart), which enables the PA managers to track progress and gaps throughout a
Management Plan’s life cycle. CNF is especially proud of how Machakhela National Park uses it as
an aspirational document as well as a daily management tool to improve community engagement,
reduce illegal logging and begin to generate revenue for its sustainability.

2024 was a crucial year for the Racha Protected Areas, created in 2022 by government decree.
With funding support from the Wyss Foundation, CNF provided total operational/financial support
for Racha, ensuring that the initial phase of establishing the PAs is fully financed, with all salaries
and insurance covered, as well as equipment like Quadro bikes and tractors. We also financed
training for the PA staff, which is particularly vital in an area where no park had previously existed.

Ourwork in Racha is a shining example of effective donor coordination, with CNF’s Wyss funding
being complemented by German funding through an independent German government project.
Georgia’s APA supports and coordinates the interplay between these two funding sources.
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With the support of CNF, Vashlovani Protected Areas successfully resolved a long-standing issue
of water scarcity affecting park infrastructure. Due to the lack of water, nine bungalows had
remained closed for years, preventing visitor accommodation, while rangers faced difficult
working conditions without a ranger station for respite in an inhospitable environment. CNF
financed a study to identify groundwater sources and supported the construction of an artesian
well, ensuring a sustainable water supply, both improving working conditions for rangers and
expanding opportunities for ecotourism within the park.

On numerous occasions in previous years, the Agency of Protected Areas faced challenges in
acquiring durable vehicles due to state tender procedures. In 2024, CNF was able to help address
this challenge by directly purchasing and providing six high-quality Toyota pickup trucks (to six
PAs), ensuring that rangers have reliable transportation means for more effective patrolling.

2024 also marked a significant year for CNF as it expanded its support for Protected Landscapes,
with the Truso and Aragvi Protected Landscapes joining the Tusheti PL in our portfolio. CNF’s
involvement has been crucial in their early development, providing essential operational funding,
technical expertise, and capacity building such as the reconstruction of Aragvi’s Visitor center,
designing Truso’s administration building, training and study tours for PLs staff and providing
financial support to Tusheti PL for purchasing a tractor for agricultural activities.
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UNDP and Global Environment Facility-6 (GEF-6).

Implemented since April 2019 and finalized in September 2024, the UNDP/GEF-6 project opened
important new directions in CNF’s conservation efforts in Georgia - focusing on system-wide
changes including systematized and institutionalized biodiversity monitoring, patrolling practices
and training platforms.

Douglas Webb, UNDP Resident Representative in Georgia- “Georgia’s rich biodiversity is a
precious resource and a great responsibility. UNDP is proud to work with government partners,
international organizations, and civil society to support protected areas in conserving biodiversity,
promoting research, and preserving Georgia’s natural heritage for future generations.”

Some of the primary achievements of the UNDP/GEF 6 project are described below while the table
here shows that the total contributions from partners far exceeded the initially committed amount,
with CNF more than doubling its contribution and the Georgian government quadrupling what was
required. Thanks go to all who supported this project!

Committed vs Actual Contribution to UNDP - GEF 6

Initially committed (US$M)  Actual Contribution (US$M)

Government of Georgia 4,750,000 22,624,328

Bank of Georgia 200,000 226,987
Caucasus Nature Fund 3,008,516 6,410,976

Total co-financing 7,958,516 29,262,291

GEF6 Project closure event
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SYSTEM LEVEL INTERVENTIONS (REGIONAL)

Biodiversity Monitoring

2024 saw the further institutionalization of the biodiversity
monitoring functions within the governments in both countries.

As planned and committed in 2023, the MoEPA in Georgia
formalized the establishment of a National Coordination
Council for Biodiversity Monitoring - comprised of all main
stakeholders and serving as an open platformto coordinate and
streamline monitoring initiatives in the country. The Biodiversity
and Forestry Department (BfD) institutionalized the seconded

supported for several years, while APA’s Biodiversity Monitoring Unit was further strengthened with
more modern technologies to support biodiversity monitoring activities within the PAs.

The process of the implementation of 10-year
biodiversity monitoring plan in the Georgian PAs was
further supported by CNF, more precisely:

» The genetic lab analysis of the Brown Bear samples
(from several of our partner PAs) was conducted by
Ilia State University with the technical support from
Lugar Research Center; .

» Migratory water birds were monitored in Javakheti f = - g -
PAs; ol

» Brown Trout were monitored in Tusheti and Pshav-
Khevsureti PAs.

8

Photo by Nika Melikishvili - Javakheti

In Armenia, CNF continued to support the 10-year biodiversity monitoring action plan prepared
jointly with the Ministry and the scientific community of the country in 2022. The plan identified
numerous indicator species of fauna (birds, insects and rodents) and the ongoing work is creating
a baseline for future monitoring. CNF is supporting the work of the Institute of Botany and the
IrTstl'Fute .Of ZoolF)gyf two .|ndepend.er.1t NGOs, as well as the Amirgulashvili, Head of Biodiversity
biodiversity monitoring unit of the Ministry’s Hydrometeorology | ,,4 Forestry Department (MoEPA)-
and Monitoring Center, which has the role of coordinating | "cnF’s contribution to the
biodiversity monitoring in the country. development of systematized and
coordinated monitoring of Georgian
biodiversity is significant. Apart from
supporting the actual monitoring of
indicator species within the PAs, CNF
played an important role to create the
National Coordination Council for
Biodiversity Monitoring, the platform
that will serve as the mechanism to
make the process even more
participatory, well-coordinated and
communicated to all  relevant
stakeholders. | hope, our cooperation
5 in this direction will continue in the
Photos by David Ayvazyan | Rl 8
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SMART (Spatial Monitoring and Reporting Tool)

Since 2024, SMART patrolling has become an
integral part of PA operations in Georgia. Equipped
with SMART tools, rangers now collect and
present evidence of their contributions to
conservation. Data on species distribution, law
enforcement activities, areas covered during
patrolling, ranger performance etc. are presented
in the unified SMART reports. Beyond patrolling,
CNF has supported PAs’ managers in adopting |
SMART as an adaptive managementtool. The data
collected through SMART allows managers to
analyze real conditions within PAs, leading to
informed decision-making, improved planning, and more effective day-to-day management.

Photo by Ana Margalitadze

Although SMART has been mainly used for patrolling purposes, in 2024 CNF initiated discussions
with APA and park managers to expand its function and use it for biodiversity monitoring, and the
SMART SURVEY function will be further explored and mainstreamed in the coming years.

Capacity Building & Training/Continuing Education

In Georgia, CNF’s efforts to systematize training has resulted in a National Training Program and
Electronic Platform (E-Platform) for rangers’ training that was handed over to APA for administration
and operationalization. The E-Platform can be reached by the following link
http://lms.envdevelopment.mepa.gov.ge/

CNF also supported APA in training on financial risk management, accounting procedures for PAs’
administrations, health and safety, and climate change resulting in management interventions in
Tusheti PAs, Tusheti Protected Landscapes, and Kazbegi and Pshav-Khevsureti NPs.

Based on CNF’s insights and understanding of the educational and professional needs of PArangers,
CNF engaged with experts and partners, including our primary partners at the MoEPA and APA to
create a systematic and institutionalized approach for the vocational education, professional
development and skill enhancement of rangers. In 2025, we will advance the process further.

In another significant milestone for higher education in the region, the Institute of Botany in Armenia
launched its first Master’s program in “Biodiversity Research and Conservation”, for which CNF
provided scholarships to five students.

Alternative Income Generation for PAs

As in previous years, CNF supported the system of Protected Areas to identify and pilot
alternative/additional income generation mechanisms. To do that, in Borjomi, CNF supported APA
to prepare the territory for a Business Service Yard in the Nedzvi Managed Reserve and developed a
‘Road Map’for piloting Entrance Fees in Lagodekhi and Machakhela Protected Areas (to be rolled out
in 2025).


http://lms.envdevelopment.mepa.gov.ge/
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Ranger Awards

Armenia and Georgia have both established these now recognized awards to celebrate the
achievements of those who are intimately involved with and responsible for the protection of forests,
wildlife, and people on a daily basis - the rangers themselves.

In Georgia, CNF honors rangers twice a year: first on World Ranger Day, honoring those who have
made significant contributions to the development of Georgia’s Protected Areas system, and a
separate annual performance-based award to motivate and recognize rangers in CNF-supported
Protected Areas. In 2024, this initiative was expanded to include Protected Areas’ key personnel
such as directors, visitor service specialists, and other administrative staff.

In Armenia, the awards were based on a competition, during which finalists competed against each
other - testing their knowledge, physical fitness and communication skills. In 2024, not only
employees of the PAs, but also employees of EPS participated in the award ceremony. We produced
a short film about the event which you can view on the following link: - Ranger Day 2024 in Armenia

Environmental & Social Management

In accordance with CNF’s “ESMS Manual”, elaborated in 2023, an
Environmental and Social Risk Assessment was conducted in
Georgia for 10 CNF-supported protected areas. The Risk
Assessment report was accompanied by an Environmental and
Social Management Plan (ESMP), where key risks and their
mitigation measures are identified.

In order to mitigate environmental hazards, in collaboration with
MoEPA and APA, CNF signed a Memorandum of Understanding with
a company to manage electronic and hazardous waste safely.
Special waste collection boxes have been placed at PAs’ and
Protected Landscapes’ administrations, as well as at the Agency of
Protected Areas and Ministry of Environmental Protection and
Agriculture to facilitate proper waste disposal.



https://www.youtube.com/watch?v=UkT6UHihhjI
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2025 PRIORITIES

In 2025, we will continue to support the improvement of PA management by modernizing equipment
usage (including SMART) and offering learning and training opportunities to improve both ranger
duties/operations and the management of the Protected Areas, with a focus on financial
sustainability. Biodiversity monitoring and institutionalizing it at both the Protected Area and central
level is a long-term goal of CNF and will continue in 2025. We will also continue working with the
Ministry in Georgia to support the creation of new PAs, which will unlock further funding support from
the Wyss Foundation.

CNF has specific plans for new partners in 2025. In Georgia, we will expand our portfolio and begin
financing two more PAs (Kobuleti and Kolkheti). In Armenia, we plan to support special projects in
PAs that are not a regular part of our portfolio. Specifically, we will support a forest
restoration/planting project in Lake Sevan National Park and a fencing construction in the highly
sensitive Vordan Karmir sanctuary to protect the (Red Book listed) Armenian cochineal.

Photos by David /.\yvazy&

GOVERNANCE

There was a change in CNF’s leadership as David Morrison re-assumed the position of Executive
Director on an interim basis and a new management arrangement — aimed at empowering national
staff — was introduced in 2024. This entailed a corresponding change in governance where Ronald
Kent became Chair of CNF’s Supervisory Board. Our founding partners, KfW and WWEF, along with our
other Board members Ted Jonas and Hanna Loikkanen, have maintained their active involvement in
CNF’s conservation mission and have supported us strategically, legally, financially, and
institutionally throughout the year.

11



CAUCASUS NATURE FUND 2024

FINANCES

The following should be read in conjunction with the 2024 unaudited financial statements and

notes, until publication of the audited financial statements (expected by June 2025) which will
replace them.

Allfigures in this section are derived from the unaudited accounts.
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SUMMARY BALANCE SHEET

ASSETS EUR IN 000S, DECEMBER 31 LIABILITIES
2024 2023 2024 2023
Fixed Assets Equity
Intangibles & Property, 38 47 Endowment Capital 30,422 30,422
Plant & Equipment
Financial Assets 74,035 76,805 Reserves
Capital Reserves 46,682 49,273
Current Assets
Receivables and 219 131 Earnings Reserves 4,619 4,657
Other assets
Bank Balances 8,356 8,034 Funds carried forward 663 515
Total Equity: 82,386 | 84,868
Provisions & Liabilities 262 149
TOTAL ASSETS: 82,648 85,017 TOTAL LIABILITIES & EQUITY 82,648 | 85,017

Total assets at year-end amounted to €82.6 million, a decrease of €2.4 million as CNF’s spending
exceeded its revenue. Financial Assets decreased to €74 million at December 31, showing the use of
CNFs capital. Bank balances stayed in line with the previous year, as part of its investment strategy,
CNF intentionally maintains some cash toallow us to take advantage of new investment opportunities
on an ongoing basis.

The €2.4 million decrease in the total equity in 2024 reflects mainly the use of the capital reserves, as
the earnings and the donations received during 2024 were more than offset by the total expenses of
the year.

Provisions and liabilities reflect mainly outstanding invoices for fees or provisions for various services
rendered or related to the 2024 fiscal exercise such as investment advisors, audit, bookkeeping, etc.

13



CAUCASUS NATURE FUND

INCOME STATEMENT

As background for the discussion of CNF’s Income Statement it is important to keep in mind the
different sources of our funds. CNF’s spending sources include current use income in the form of (i)
the interest and dividend income on our investments and (ii) current use donations.

However, as it was recognized that these two sources would not be sufficient to finance CNF’s
operations for some time, the capital reserve we call the “funding capacity reserve” was created to
support CNF’s expenditures as its other financing sources develop. Substantially all of the funding
capacity reserve was donated by the Federal Republic of Germany through KfW in four separate
contributions totaling €68.4 million from 2010 to 2021. In 2024, CNF used (spent) €2.6 million from the
funding capacity reserve. After deducting the utilization of the funding capacity reserve in 2024 and prior
years, a balance of €46.6 million remains on December 31, 2024. Since utilization of the funding
capacity reserve is reflected “below the line”, CNF shows a loss from its operations and will continue
to do so as the reserve is utilized, and CNF’s other financing sources are further developed.

REVENUE AND EXPENSES
(amounts in EUR)

REVENUE 2024 2023
Net Investment Income 1,013,517 769,893
Donations and other income 192,259 1,789,682
NET REVENUE 1,205,777 2,559,574
GRANT AND OTHER EXPENSES

Projects & Other Expenses -3,232,135 - 3,084,204
Administrative & Fundraising Expenses - 455,511 -418,797
TOTAL GRANT AND OTHER EXPENSES -3,687,646 - 3,503,001
NET INCOME (LOSS) -2,481,870 - 943,427
RESERVES TRANSFERS AND CARRY FORWARDS

Transfer from Reserves 2,983,690 3,237,053
Transfer (to) Reserves - 353,947 -1,824,974
Transfer of Realized Capital loss to reserves 0 0
Funds Carried Forward from Prior Year* 515,101 46,450
FUNDS CARRY FORWARD 662,974 515,101

14
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REVENUE

CNF’s revenue is composed of our Net Investment Income/Loss and our Donations and other
income. The following table shows the development of NetInvestmentIncome in 2024.

NET INESTMENT INCOME
(amounts in EURO except %)

2024 2023 % Increase/Decrease
Dividends, Interest and similar income 1,312,156 1,423,637 -18%
Capital Gain and Other Investment Income 566,924 31,188 1718 %
TOTAL INVESTMENT INCOME 1,879,079 1,454,825 29 %
Less Foreign Exchange Currency Loss -392,478 - 257,452 52 %
Less Investment Expenses -473,084 -427,481 11 %
NET INVESTMENT INCOME 1,013,517 769,893 32%

The decrease in earnings from interest and dividends reflects principally a shift in the asset allocation
of a portion of CNF investments to longer-term fund type investments which have less regular
distribution patterns than the bond investments they replaced. Capital gainsincreasedin 2024, driven
by a second straight year of strong stock market performance.

Currency gains and losses will typically fluctuate year to year, as they are driven by exchange rate
changes which can be volatile. CNF hedges a portion of its dollar exposure in its investment portfolio
-- accordingly, a weakening or strengthening of the value of the dollar against the Euro will cause a
currency gain or loss. In addition, the foundation maintains bank balances in foreign currencies the
Euro value of which is affected by exchange rate movements. In 2023 and 2024, currency hedging
losses drove the foreign currency exchange loss. Investment expenses stayed in line with a one-off
extra fee to our investment consultant in connection with a new investment program as well as
increased assets under management as a result of the unrealized gain reflected in the portfolio. The
balance was an increase of realized investment income in 2024.
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CAUCASUS NATURE FUND

REVENUE

The development in revenue from GRANT AND DONATIONS is shown in the following table.

DONATIONS & GRANTS Amount EURO

2024 2023 %
Private Donations 148,119 1,587,267 -91%
Public Donations 44,141 202,417 -78 %
TOTAL CURRENT USE DONATIONS 192,259 1,789,684 -89 %

In 2024, CNF’s revenues from Donations and Grants include donations from private donors (corporate
and individual), as well as, for the last several years, funding from the Global Environment Facility
(GEF) through UNDP, a public sector multi-lateral institution. The UNDP/GEF grant in 2024 is the last
contribution under a multi-year project that came to an end last year.

Private donors are a significant source of flexible funding for CNF, although these donations fluctuate
significantly from year to year, especially in a relatively small organization like ours. By far the largest
component of the 2023 contribution is the grant from the Wyss Foundation discussed earlier in this
Report.
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CAUCASUS NATURE FUND

EXPENSES

Of the total CNF expenses in 2024 (€3.7 Mio) almost 90% are GRANTS AND PROGRAM

EXPENSES which have been used for our core mission; the rest cover administrative, fundraising
and communications costs.

The following table shows the development of CNF’s grant and project expenses.

GRANTS & PROGRAM EXPENSES Amount EURO, except %

2024 2023 % Increase/ Decrease
Grants to Protected Areas 1,613,462 1,739,872 -7%
Other Grants 746,631 510,328 46 %
Consulting & Other Projects 360,681 405,414 -11%
Total Program Grants & Projects 2,720,773 2,655,614 2%
Project Development, Technical 480,740 421,560 14 %
Assistance & Monitoring - Internal
Project Monitoring - External 30,623 7,030 336 %
Total Direct Program Support 511,362 428,590 19 %
TOTAL PROGRAM GRANTS & EXPENSES 3,232,135 3,084,204 5%

In 2024, the volume of CNF program grants and projects remained largely consistent with the levels
observed in 2023. This stability reflects the maturity of and ongoing demand for CNF’s programs,
However, we had planned higher disbursements in Armenia and were forced to reduce our ambition
somewhat from that which was planned due to the creation of the Eco Patrol Service which
removed the rangers from the PAs in mid-2024 as discussed earlier in this Report.

Grants to PAs decreased largely as a result of the change in Armenia. The increase in Other Grants
reflects a large donation of equipment to the PAs in Georgia as well as the in-kind contribution in
Armenia of the wetlands’ restoration project in Khor Virap sanctuary. The decrease in our consulting
expenses can be attributed to the gradual tapering off of spending under the five-year UNDP/ GEF 6
project.

Internal project development, technical assistance and monitoring expenses reflect mainly our staff
costs in developing and managing our program and include our direct engagement in strategic
planning with the responsible government agencies and the protected areas themselves.
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CAUCASUS NATURE FUND

EXPENSES

The increase in these expenses in 2024 reflects our efforts to improve impact monitoring, as well as
changes to the salary structures in the Region to ensure that CNF remains an employer of choice in
the sector and can retain and, as necessary, attract qualified staff. External project monitoring
reflects the amounts we spend on project audits and quality reviews by external service providers.
The increase reflects the delay in some payments from the prior year and increased project audit fees
in 2024.

ADMINISTRATIVE AND FUNDRAISING EXPENSES

Our administrative and fundraising expenses mostly reflect part of the salary of our Executive Director
in the Caucasus, audit and bookkeeping services as well as the CNF portion of the partnership (with
Prespa Ohrid Nature Trust, Blue Action Fund and the Legacy Landscapes Fund) in the costs of the
European shared services support organization, Nature Trust Alliance. Administrative expenses
increased 9% in 2024 mainly due to an increase of NTA costs and the increase of services providers
fees.

ADMINISTRATIVE & FUNDRAISING Amount EURO, except %
EXPENSES

2024 2023 % Increase/ Decrease
Administrative Expenses 413,874 401,428 3%
Fundraising & Communication Expenses 41,637 17,369 140 %
TOTAL ADMINISTRATIVE & FUNDRAISING 455,511 418,797 9%
EXPENSES
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CAUCASUS NATURE FUND

NET INCOME

NET INCOMME, RESERVES AND FUNDS CARRIED FORWARD

In 2024, CNF’s Net Income, Revenue and total expenses, as discussed above, reflect a loss covered
by the spending of the funding capacity reserve and the transfer of a portion of the capital loss to equity.
These are treated as “transfers from reserves” and therefore are shown laterin the Income Statement.
Until the funding capacity reserve is fully utilized, CNF’s overall financial health is best reflected in its
funds carried forward and their relationship to the developments in its Balance Sheet, including
additions to its endowment and transfers to and from reserves, rather than its net income or loss.

NET INCOME, RESERVES AND FUNDS CARRIED FORWARD
2024 2023

Net Income -2,481,870 - 943,427
Transfer for Free Reserves - 353,947 -434,172
Transfer to Project Reserves 0 - 1,390,803
Transfer of Realized Capital Loss to Reserves 0 0
Transfer from Funding Capacity Reserve 2,591,717 3,234,046
Transfer from Project Reserve 391,974 3,007
Funds Carried Forward from Prior Year* 515,101 46,450
FUNDS CARRIED FORWARD 662,974 515,101

For as long as we have the funding capacity reserve, especially in years where capital markets underperform,
CNF’s program expenses are expected to be covered by the combination of FCR transfers and current
use donations. CNFis carrying forward atotalamount of €662K comprised of current use donations and
investment earnings from 2023 and 2024.

EFFICIENCY MEASUREMENTS

It is difficult to compare efficiency levels across different organizations in the charitable world. We
believe there are two mainreasons forthis. First, there are anumberof differentand difficulttocompare
operating models and second, there is no clear consensus on cost categories underlying various cost
items such as administrative expenses. We think the best we can do is to be clear and transparent
about how we account for expenses and the operating ratios that we use. For a full explanation, please
visit our website.
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CAUCASUS NATURE FUND

EXPENSES

Our administrative expense to total expenses ratio slightly increased in 2024 to around 12.5%, largely due
to the increase in both the administrative and fundraising expenses described above which we were
not able to offset with increased program spending as we had planned because of the changes in
Armenia. The ratio nonetheless remains well within our target of under 15%.

We are primarily a grant making organization—and for the most part are not directimplementers of our
programs. As such, we seek to control the cost of delivering our program, while at the same time
keeping in mind the capacities of our grantees, their need for our support in developing their grants
and the important monitoring necessary to ensure our funds are properly spent and making an impact.
We follow our “program delivery ratio” to do this, tracking the costs we incur in delivering the program
(i.e. in developing and monitoring our grants) in relation to our overall program costs. That ratio also
increased in 2024 as we invested further in our impact monitoring. Here again there was no offsetting
effect from the increase in program spending which we had planned.

RATIOS: 2024 2023
Administrative Expense Ratio (1) 12.5% 12.0%
Program Delivery Ratio (2) 15.8% 13.9%

[1] Operating Expense Ratio = Administrative Expenses + Fundraising Expenses / Total Expenses

[2] Program Delivery Ratio = Programme Development and Management / Total Program

INVESTMENT RETURNS

CNF’s Income Statement reflects earned investment income in the form of dividend and interest
income, realized capital gain or loss and currency gains or losses, as discussed at ‘Income
Statement’, above. These figures do not reflect the underlying increase or decrease in the value of the
investment portfolio (unrealized capital gain or loss). Accordingly, from an investment perspective,
CNF follows the total return on its investment portfolio (the combination of earned investment
income and unrealized gain or loss).

2024 was another strong year in the capital markets, with equity markets climbing steadily and
substantially throughout the year. The value of CNF’s financial assets increased overall by 8.3% during
2024. CNF’s performance since the inception of its investment program remains positive with an
accumulated performance over the years of 107% and annual average return over the years which, at
4.6%, is ahead of our target.
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