Q Zaharinova
Nexia

»TRACE GROUP HOLD* PLC

CONSOLIDATED ANNUAL
FINANCIAL STATEMENTS FOR THE
YEAR ENDED 31.12.2018

Bulgaria, 1300 Safla, 157 = 159, Kenstantin Valichhiey Blvel, Noor 1, effce 3
T+358 (002020 46 70/ F+ 5450 (012 R2E 06 32
www zaharinovanaxia.com



Zaharinova
Nexia

INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF “TRACE GROUP HOLD” PLC
Report on the Audit of the Consolidated Financial Statements
Opinion

We have audited the consolidated financial statements of “TRACE GROUP HOLD” PLC and
its subsidiares (the “Group™), which comprise the consolidated statement of financial position as
at 31 December 2018, the consolidated income statement and consolidared statement of
comprehensive income, consolidated statement of changes in equity and consolidated statement
of eash flows for the year then ended, and notes to the consolidated financial statements,
ineluding a summary of the significant accountng policies.

In our opinion the accompanying consolidated financial statements present fairly, in all material
respects, the financial positon of the Group as at 31 December 2018, and its financial
performance and its cash flows for the year then ended in accordance with International
Finaneial Reporting Standards (IFRSs) as adopted by the European Union (EU),

Basis for Opinion

We conducted our audit in accordance with Internanonal Standards on Auditng (IASs). Our
responsibilities under those standards are further described in the “Audiror’s Responsibilities for
the Audit of the Consohdated Financial Statements™ section of our report. We are indeptndcnt
of the Group in accordance with the Internatonal Ethies Standards Board for Accountant’s
Code of Ethies for Professional Accountants (IESBA Code) together with the ethical
requirements of the Independent Financial Audit Act (IFAA) that are relevant to our audit of the
consolidated financial statements in Bulgaria, and we have fulfilled our other ethical
responsibilities in accordance with the requirements of the IFAA and the TESBA Code, We
believe that the audit evidence we have obrained is sufficient and appropriate to provide a basis
for our opinion.

Key Audit Matters

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

Haw this key andit matter was addressed in our cidit

Revenue from contracts with customers = In this field our audit procedures include:

Revenue from construction contracts
Recognition and Measurement = (BGN
324 526 thousand, disclosed in the
consolidated financial statements)

“Other disclosures” section Note 2.1.1 to the
consolidated finaneial statemenrs

The Group's revenue come from long-term
construction contracts (contracts for building
and construction works). These contracts
often determine key stages of completon. The
measurement of the contract’s income Is
affected by a varety of uncermintes thar
depend on the outcome of future events, That
18 why estmations and assumptons are
necessary to be made regarding ro:

from
correct

- Hstmate of the expected loss

construction contracts and  their

reporting and recognition;

- Hstimate of the provisions for technieal and
trade rsks related to future stages to be
completed;

The contract’s income are measured ar fair
value of the consideration
receivable,

Because of this we idennfied the recogniton
and evaluation of revenue and profir related 1o
long-term contracts as key audit matter,

received or

Review of the adequacy and
consistency of the accounting policies,
applied by the Group with regards to
the reporting and measurement of the
group’s income from construction
contracts;

Tests of the effectiveness of key
controls, related o  the project
management process and related to the
operational control over the contract's
execution,

Review the accuracy of information,
entered into a contract (input data,
related with the contract’s reporting).
Discussions of reports on the status
and the stage of completion of the
contract, and the execution within the
next
Management  and  the
personnel.

reporting  period, with  the
techniecal

Review the adequacy and cumplctuncas
of the disclosures,

Information Other than the Consolidated Financial Statements and the Auditor’s Report

Thereon

Management is responsible for the other information. The other information, which we have
abtained pror the date of our auditor's report, comprises the consolidated management report,
including the statement on corporate governance and the consolidated report on payments to
governiments, prepared by the Management in accordance with Chapter Seven of the
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Accountancy Act, but does not include the consolidated financial statements and our auditor’s
report thereon,

Our opinion on the consolidated financial statements does not cover the other informaton and
we do not express any form of assurance conclusion thereon, unless and to the extent explicitly
specified in our report.

In connection with our audit of the consolidated financial statements, our responsibility is to read
the other information and, in domng so, consider whether the other information 1s materially
inconsistent with the consolidated financial statements or our knowledge obtained in the audit or
otherwise appeats to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of
this other information, we are required to report that fact.

We have nothing to report in this regard.

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

Management 15 responsible for the preparaton and fair presentation of the consolidated financial
statements in accordance with IFRSs, as adopted by the EL, and for such internal control as
Management determines is necessary to enable the preparation of consolidated fnancial
statements that arve free from marerial missttement, whether due to fraud or error.

In preparing the consolidated financial statements, Management is responsible for assessing the
Group'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 1o
liquidate the Group or to cease operations, or has no realistic alternative but to do so,

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

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from mareral musstarement, wherher due o fraud or error, and 1o
ssue an auditor's report that includes our opinion. Reasonable assurance is a high level of
assurance, but 15 not a guarantee that an audit, conducted in accordance with 1ASs, will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
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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 consolidated financial
statements.

As part of an audit in accordance with 1ASs, we exercise professional judgment and maintain
prafessional scepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence that 1s sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for
oneresulting from error, as fraud may involve collusion, forgery, intentional omissions,
misinterpretations, statements to mislead the auditor, or neglecting or overriding internal
control.

Obrain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropnate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group's internal control.

Evaluate the appropraieness of accounting policies used and the reasonableness of
accountng estimates and related disclosures made by the Management.

Conclude on the approprateness of the Management’s use of the going concern basis of
accounting and, based on the audit evidence obrained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Group's ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our opinion, Our conclusions are
based on the audit evidence obtained up o the date of our auditor's tepoOrt. However future
events or conditions may cause the Group 1o cease to continue as a going concern,

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

Obtain sufficient appropriate audit evidence regarding the financial informaton of the entities
and business activites within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the
planned scope and oming of the audit and aigniﬂﬂnm audit findings, including any aigniﬁcant
deficiencies in internal control that we identify during our audit.
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We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with 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 with those charged with povernance, we determine those
matters that were of most significance in the audit of the consolidated 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 regulaton precludes public disclosure about the matter or when, in ::xrmmely
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.

Report on Other Legal and Regulatory Requirements

Additional Matters to be Reported under the Accountancy Act and the Public Offering of
Securities Act

In addition to our responsibilities and reporting in accordance with 1ASs, described above in the
“Information Other than the Consolidated Financial Statements and Auditor’s Report Thereon”
section, i relation to the consolidated management report, the sttement on corporate
governance, consolidated nonfinancial report and consolidated report on payments to
povernments, we have also performed procedures added to those required under IASs in
accordance with the “Guidelines on new and expanded audit reports and communication by the
auditor” of the professional organisation of certified public accountants and registered auditors in
Bulgaria, Le. the Institute of Certified Public Accountants (ICPA)”. These procedures refer to
testing the existence, form and content of this other information to assist us in forming opinions
about whether the other informadon includes the disclosures and reporting provided for in
Chapter Seven of the Accountancy Act and in the Public Offering of Securities Act (Ar. 100 (n),
paragraph 10 of POSA in conjunction with Art. 100 (n), paragraph 8 (3) and (4) of POSA)
applicable in Bulgaria.

Opinian in connectron with Ant. 37, paragraph & of the Alccountancy At
Based on the procedures performed, our opinion 1s that:

a) The information included in the consolidated management teport teferring to the financial
year for which the consolidated financial statements have been prepared is consistent with
those consolidated financial statements,
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b) The consolidated management report has been prepared in accordance with the requitements
of Chapter Seven of the Accountancy Act and of Art. 100 (n), paragraph 7 of the Public
Offering of Secunties Act.

) The corporate governance statement referring to the financial year for which the consolidated
finanecial statements have been prepated provide the informaton required in accordance with
the requirements of Chapter Seven of the Accountancy Act and Art. 100 (n), patagraph 8 of
the Public Offering of Securities Act.

d) The consolidared nonfinancial report referring to the financial year for which the consolidated
financial statements have been prepared is provided and plrnpnred in accordance with the
requirements of Chapter Seven of the Accountaney Act

¢) The consolidated report on payments to governments referring to the financial year for which
the consolidated financial statements have been prepared 15 provided and prepared in
accordance with the requirements of Chaprer Seven of the Accountancy Acr.

Opinion in connection with Art, 100 (n), paragraph 10 in conjunction with A, 100 (n), paragraph 8 (3) and
(4) of the Public Offering of Securities At

Based on the procedures performed and the knowledge and undersianding obtained abour the
Group's activity and the environment in which it operates, in our opinion, the description of the
main characteristics of the Group’s internal control and risk management systems relevant to the
financial reporting process, which is part of the consolidated management report (as a
component of the statement on corporate povernance) and the informadon under Art. 10.
paragraph 1 (c), (d), (), (h) and (i) of Directive 2004/25/EC of the Furopean Patliament and of
the Councl, dated 21 April 2004, on Takeover Bids, do not contain any material
mmruprc:mnmri:;m.-z.

Reporting in accordance with Art. 10 of Regulation (EU) No. 537/2014 with regards to
the requirements of Art. 59 of the Independent Financial Audit Act

In accordance with the requirements of the Independent Financial Audit Act in connection with
Art. 10 of Regulation (EU) No. 537/2014, we hereby addinonally report the disclosed hereafter

mnlormation.

- Zaharinova Nexia LTI was appointed as a statutory auditor of the consolidated financial
statements of TRACE GROUP HOLD PLC for the year ended 31 December 2018. The
auditing company was appomted by the General Meeting of Sharcholders, held on
21.06.2018, for a penod of one year.

Bulgaria, 1300 Sofa, 157 = 159, Konatantin Valichkov Blvd, Noor 1, office 3
T+358(0)2 02046 70/ F «35a (0)2 B28 00 32
www.zaharinovanoxia.com



Zaharinova
Nexia

The audit of the Group’s consolidated financial statements for the year ended 31
December 2018 is the second full, continuous statutory audit engagement for that group,
carried out by Zaharinova Nexia LTD,

We hereby confiem that the audit opinion expressed is consistent with the additional
report, submitted to the Audit Committee of TRACE GROUP HOLD PLC in
compliance with the requirements of Art. 60 of the Independent Financial Audir Act.

We Iwruby confirm that we have not provided the defined under Art. 64 of the
Independent Financial Audit Act prohibited non-audir services.

We hereby confirm that in conducting our audit we have remained independent from the
Group.

Auditing company
“ZAHARINOVA NEXIA” LTD

Manager:

Marina Krasteva

Codun

Registered auditor, responsible for the audit: Per. Ne 138

Dimitrina Zaharinova W

Sofia,
25.04.2019
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CONSOLIDATED ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED
31.12.2018

The Consolidated Financial Statements for the year ended 31.12,2018, pages 1 1o 102, have
been approved by the Managing Board and have been signed on behalf of “Trace Group
1d” PLC on 26-April 2019 by:

Executive Director:
Eng. Boyan Delchey

Compiler:
Boyan Hristoy_~

g J

CONSOLIDATED MANAGEMENT REPORT AND
CONSOLIDATED REPORT ON PAYMENTS TO GOVERNMENTS
FOR THE YEAR ENDED AS AT 31.12.2018

The Consolidated Management Report, pages 1 to 42, and the Consolidated Report on

Payments to Governments, pages 1 to 2, have been approved by the Managing Board and
have been signed on behalf of “T'race Group Hold” PLC on 25 April 2019 by:
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME for 2018 '

2018 2017 *
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1

General information, accounting policies, baselines

General information on the Group

*I'race Gmup Flald™ PLC Grnup (the Group) cumprinm the parent and 1ts subsidianes.

Parent

Trace Group Hold PLC (Parent) 15 a joint stock company, registered in the St Zagora District Court, under
company file No255/2005, entered in the Registry Ageney with UIC: 123682269 and 15 domiciled, and has its
address of registered office at: Nol12 “Nikola Obrazopisov” Str, 1408, Sofia.

The principal activity of the parent involves acquisition, management, valuanon and sale of interests in Bulganan
and foreign entites, building and construction works, project management in the fields of high-nise building,

road and railway construction, consulting services, trade activities and rental (sublease) of non-current assets,

Trace Group Hold PLC is a public company as per / in accordance with the Public Offering of Securities Act.

The ennty has established branches in: Serbia, the Czech Republie, Ukraine and North Macedonia,

Subaidiaries

At 31.12.2018, subsidiaries of the Group are:

"

TRACE = 50FIA LTD, SOFIA, BULGARIA - 100% owned by Trace Group Hold PLC

Prneipal acuvity: Construction, current repaits and maintenance of highways, roads, streets and the
surrounding them infrastructure;

TRACE — ROAD CONSTRUCTION [5C, SOFIA, BULGARIA - 99.86% owned by Trace Group
Hold PLC

Prinetpal acuvity: Constructon and reconstruction of roads and road faciliies, cutrent repairs and
winter imaintenance;

TRACE YAMBOL J5C, YAMBOL, BULGARIA = 99.48% owned by Trace Group Hold PLC
Principal activity: Construction and reconstruction ol toads and road factlites:

INFRA COMMERCE EQOD, SOFIA, BULGARIA- 100% owned by Trace Graup Haold PLC
Priieipal setivity: Trade activites in Bulgaria and abroad, twade representation and trade intermediation;
TRACE COMMERCE LTD, SOFIA, BULGARIA — 100% owned b}' Trace Group H old PLC unnl
its merger in Infra Commerce EOOD, Bulgaria on 04,04.2018,

Prineipal activity: Trade activites in Bulgarin and abroad, trade representation and trade intermediation;
TRACE TRANS LT, 50F1A, BULGARIA = 100% owned by Trace Group Hold PLC

Prineipal activity: Transport acuvities, repairs and mantenance of transport vehicles, rental (sublense)
of transport vehicles and complex transport services;

LISM J5C, STARA ZAGORA, BULGARIA - 99.69% owned by Trace Group Hold PLC

Prncipal acoivity: Rendenng of services, by means of bulding mechanisanon;

TRACE PROPERTIES EOOD (1.TD), SOFIA, BULGARIA = 100% owned by Trace Group Hold
PLC

Prineipal acnvity: Travel and tourism, and trade actvines in Bulgana and abroad, hospirality, as well as
all types of auxiliary services;

TRACE PLOVDIV LTD, PLOVDIV, BULGARIA = 100% owned by Trce Group Hold PLC
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Prineipal actvity: Consrruction and reconstruction of ronds and road facilines;

TRACE SVILENGRAD LTD, SOFIA, BULGARIA - 60% owned by Trace — Sofia LTD and 40%
owned by Trace — Road Construction |SC

Praneipal activity: Construction, current repats and maintenance of highways, roads, streets and the
surrounding them infrastructure;

METRO DRUZHBA LTD, 5OFIA, BULGARIA = 100% owned by Tmee Group Hald PLC
Prncipal acuvity: Tunnel and bndge construcnon;

TRACI S0P LTD, SOFIA, BULGARIA ~ 100% owned by Trace Group Hold PLC

Principal activity: Road design and road construction;

TRACE UKRAINE LTI, SOFIA, BULGARIA < 100% owned by Trace G roup Hald PLC
Principal acuvity: Tranaport activities, maintenance and repairs of transport vehicles, rentl (sublease)
of transport vehicles;

TRACE INTERNATIONAL LTD, SOFIA, BULGARIA - 100% owned by Trace Group Hold

PLC

Principul activity: Construcnon, trade in construction matenals and products, trade actvities m Bulgann
and abroad, trade representation and intermediation;

TRACE SERBIA AD (J5C), NI, SERBIA — 100% owned by Trace Group Hold PLC

Prinl;ipn! |u;ti\"ir}': Construction and reconstruction of road and road fethiies, current rl:pniru and winter
mainienanee;

TRACE PZP VRAN]A OOD (LTD), VRAN]JA, SERBIA — 100% owned by Trce Group Haold PLC
until 1ts merger in Trace Serbia AD (15C), Serbia on 02.08,2018

Prim;ipnl m:i'i\riry: Construction and reconstruction of roads and rond facilines, current rt:pnir: anil
winter munlennnee:

VIOR VELIKA MORAVA |5C, BELGRAD E. SERBIA = 100% owned b}' Trace Internavional LTD
Prineipal activity: Design and supervision of water infrastructure projects and engineering activities;
TRACE BALKANS LTD, BELGRADE, SERBIA — 100% owned by Trace International LTD
Principal activity: Construction of roads and highways;

NEW BRIDGES EOOD (LTD), BELGRADE, SERBIA = 100% owned by Trace Balkans LTD unil
its merger in Trace Secbin AD (]5C), Serbia on 02.08.2018

Prncipal activity: Construction of road facilines;

TRACE AL JUNAIBI LTD, THE SULTANATE OF OMAN - 70% owned by Tiace International
LT

l’ri,ru;iput acuvity: Construction, repairs and mumtenance of roads, hlghwuyu, airport lancing strips aned
premises, trade of construction materials, services and equipment;

Entities and Allianees under the Law on Obligations and Contracts:

METRO TRACE ALLIANCE, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS, BULGARIA - 55% partcipation of Trace Group Hold PLC and 15% partiapation of
Trace = Sofia 1T

Principal activity: Other specialised construction activities;

METRO MLADOST ALLIANCE, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS, BULGARIA - 55% parucipation of Trace - Road Construction JSC and 15%
participation of Trce - 5afia LTD

Prineipal activity: Construetion of roads, airport runways and sports fields:
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TRACE HIGHWAY, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS, BULGARIA = 75% participation of Trace Group Hold PLC and 10% participation of
Trace = Road Construction |SC

Prineipal activity: Construction of toads, airport runways and sports fields;

TRACE — PLEVEN, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS, BULGARIA - 51% participation of Trace Group Hold PLC and 49% participation of
Trace = Rond Construction J5C

Prineipal activity: Constiuetion of highways, roads and airport runways;

TRACE = BG, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 51% participation of Trace Group Fold PLC and 49% participation of Trace — Road
Construction |5C

Prineipal activity: Construction of residential and non-residennal buildings;

TRACE RODOPL, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA - 60% participation of Trace Group Hold PLC and 25% participation of Trace —~ Road
Construction [5C

Principal activity: Constructon of highways, roads and arport runways;

TRACE ENGINEERING, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS, BULGARIA - 51% participation of Trace Group Hold PLC

Prncipal activity: Arelutectural and engineering ntu'uh-iea, and reehiieal :nnauldng:

KARDZHALL, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 51% participation of Trace — Road Construction [SC and 49% participation of Trace
Yambol |5C

Principal activity: Construction of roads, airport runways and sports fields;

KARDZHALL 2010, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS, BULGARIA — 52% partcipation of Trace — Road Construction |SC and 24%
participation of Trace Yambal J5C

Principal activity: Construction of roads, airport runways and sports fields:

P51 = STROYINZHENERING, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS, BULGARIA - 100% owned by Trace — Road Construction |SC

Principal activity: Winter maintenance and current road repairs;

STARA ZAGORA 2010, A CONMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS, BULGARIA — 55% purtnepaton of Trmee - Roud Construcuon [5C

Principal aciivity: Construction of roads, awrport ranways and sports fields;

TRACE BOURGAS — CRK-13 TRANSSTROY, A COMPANY UNDER THE LAW ON
OBLIGATIONS AND CONTRACTS, BULGARIA - 53% parucipanon of Trace - Road
Construction |5C

Prineipal activity: Construction of electical installations;

TRACE INJECT, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA - 60% participation of Trace Group Hold PLC and 40% partucipation of Trace — Sofia
LTD

Prineipal activity: Construction of restdential and non-residential buildings;

SOFIA 2010, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA - 52" participation of Trace — Road Construction [5C

Principal acavity: Constructon of residennal and nonsresidenual buldings;
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LOVECH 2010, A COMPANY UNDER THE LAW ON DBLIGATIONS AND CONTRACTS,
BULGARIA = 60% participation of Trace — Road Construction |SC

Prineipal activity: Construction of roads, airport runways and sports fields;

EURO PARK 2011, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 99% participation of Trace Yambol [SC

Principal acuvity: Overall construction works of buildings and construction facilities;

HEMUS A2, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA = 60% partcipation of Truce Group Hold PLC

Principal netivity: Construetion of roads, airport ranways and sports fields;

TRACE SVOGE, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 60% participation of Trace Group Hold PLC

Prnaipal activity: Construction of highways, roads and airport runways;

TRACE VIA, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA ~ 95 % participation of Tree Group Hold PLC

Principal acuvity: Construction of highways, roads and airport runways:

LOVECH 2011, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA = 100% participation of Tmce ~ Road Construction |5C

Prineipal activity: Construction of roads, atrport runways and sports fields;

TRACE = APOLONIA, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS, BULGARIA - 60% participation of Tece — Road Construction JSC and 40%
participation of Trace = Sofia TD

Principal acuvity: Construction of other facilities, not classified elsewhere;

TRACE RADNEVO 2012, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS, BULGARIA - 51% partcipation of Trace Yambol |SC and 49% partcipation of Trace
= Road Conttruction |5C

Principal activity: Conatruction of roads, airport runways and sports fields;

TRACE 50P, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 60% partcipation of Trace Group Hold PLC and 20% participanon of Trace — Road
Construction |5C

Principal activity: Construction of roads, sieport runways and sports fields;

LYULIN TRACE, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 55% partapation of Trace Group Hold PLC and 5% parbcipation of Trace — Road
Construction |SC

Prncipal sctivity: Construction of highways, ronds and aispoit sunways;

METRO DRUZHBA, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS, BULGARIA — 98% partaipation of Trace Group Haold PLC

P'rncipal activity: Construction of highways, roads and airport runways;

TRACE SLANCHEV BRYAG (TRANSL. SUNNY BEACH), A COMPANY UNDER THE LAW
ON OBLIGATIONS AND CONTRACTS, BULGARIA — 70% partcipation of Trace Group Hold
PLC and 30% participation of Trace — Road Construction |SC

Prncipal activity: Construction of residential and non-residential buildings;

TRACE 2012, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA ~ 65% parteipation of Trace = Road Construction |SC and 20% particpation of Trace -

SOFIA LTD

6
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Principal netivity: Construetion of highways, ronds and airport runways;

e VITOSHA 2014, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA - 60% parteipaton of Trace Group Hold PLC
Principal activity: Construction of lghways, roads and airport runways;

s TRACE - KORDEEL = PERMIE, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS, BULGARIA = 60% participation of Trace Group Fold PLC
Praneipal acuvity: Construenon of highways, roads and airport runways;

s [RACE STARA ZAGORA, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS, BULGARIA =70% participation of Trace - Sofia LT and 30% participation of Trace
= Road Construction |SC
Pranetpal acuvity: Overall construction works of buildings and construcnon facilines:

= TRACE QBHOD (TRANSL. BYPASS) VRATSA, A COMPANY UNDER THE LAW ON
OBLIGATIONS AND CONTRACTS, BULGARIA - 90% participation of Trace Group Hold PLC
and 10% participation of Trace = Road Construction |5C
Prineipal acuvity: Constiuction of residenual and non-residental buildings;

s TRACE AIR, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 80% participation of Trace Group Hald PLC and 15% participation of Trace — Road
Construction |SC
Prinetpal actvity: Construenion of highways, roads and aieport runways;

¢ TRACE OBHOD (TRANSL, BYPASS) MONTANA, A COMPANY UNDER THE LAW ON
OBLIGATIONS AND CONTRACTS, BULGARIA < 90% participation of Trace Group Hold PLC
and 10% participation of Trace - Road Construction JSC
Principal actviry: Construction of highways, roads and airport runways;

s TRACE INFRAPERFECT = APRILTZ1, A COMPANY UNDER THE LAW ON OBLIGATIONS
AND CONTRACTS, BULGARIA = 60% participation of Trace - Road Construction |SC
Prineipal actvity: Other business services, not elassified elsewhere,

e YAMBOL, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA = 67% participation ol Trmee Yambol JsC and 1% participation of Trace — Ronad
Construction |SC
Prineipal actvity: Other specialised construction activities, not classified elsewhere;

e [YUBIMETS = 2013, A COMPANY UNDER THE LAW ON OBLIGATIONS AMD
CONTRACTS, BULGARIA — 51% participation of Trace Yambol |SC and 49% participation of Trace
—Sofa LTD
Prineipal activity: Consteuction of residentinl and non-residential buildings;

e SMOLYAN = YUG (TRANSL. SOUTH), A COMPANY UNDER THE LAW ON OBLIGATIONS
AND CONTRACTS, BULGARIA - 60% partiapation of Tmce Group Hold PLC and 10%%
participation of Trace — Road Construction |SC
Principal activity: Construction of lughways, roads and airport runways;

s TRAPEZITSA, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA - 95% parteipaton of Trace Group Hold PLC
Principal activity: Construction of highways, roads and airport runways;

s TRACE INFRA, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA ~ 80" participation of Trace Group Hold PLC and 20% participation of Trace — Road
Construction J5C
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Principal activity: Construction of highways, roads and airport runways;

= S 20014, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACIS,
BULGARIA = 70% participation of Trace = Road Construction [SC
Prneipl activity: Construetion of highways, roads and atport runways;

s IAA, A CONMPANY UNDER THE LAY ON OBLIGATIONS AMND CONTRACTS, BULGARIA
~ 65% parucipation of Trace — Road Construction )5C and 35% participaton of Trace - Sofia LTD
Prinaipal acnvity: Construction of other premuses, wluch are not clasafied elsewhere;

e TRACE VITOSHA, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS, BULGARIA - 80% partcipation of Trace Group Hold PLC and 20% parocipation of
Trace — Sofia LTD
Pranapal actvity: Construction of lnghways, roads and airport runways;

e TSARIGRADSKO,A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA = 95% participation of Trace Group Hold PLC
Principal activity: Construction of highways, roads and airport runways:

s CHEPELARE, A COMPANY UNDER THIE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA = 51% participation of Trace Group Hold PLC
Prancipal netvity: Construction of highways, roads and airport runways;

s TRACE PRIBOR, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA - 51% partapation of Trace Group Hold PLC, 19% participation of Trace — Road
Construction |SC
Principal activity: Construction of highways, roads and airport runwiays,

= DB - MAREK, A COMPANY UNDER THE LAW ORN OBLIGATIONS AND CONTRACTS,
BULGARIA - 51% participation of Trace — Road Constiuetion |SC
Prncipal acovity: Construenon of highways, roads and arport runways;

= MARKIROVEA (TRANSL, MARKING) 2014, A COMPANY UNDER THE LAW ON
OBLIGATIONS AND CONTRACTS, BULGARIA = 70% participation of Trace Group Hold PLC
Principal activity: Construction of highways, roads and airport runways;

s SAMARA 2015, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA = 70% participation of Trace Group Haold PLC
Prineipal setivity: Conatruetion of other facilities, not elassified elsewhere;

= GABROVO CENTAR (TRANSL. CENTER), A COMPANY UNDER THE LAW ON
OBLIGATIONS AND CONTRACTS, BULGARIA - 50% pamcipaion of Trace — Road
Construction |SC
Principal activity: Construction of highways, roads and aisport runways;

s LR KYUSTENDIL BLOCK 27, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS, BULGARIA — 91% participation of Trace — Sofia LTD
Principal activity: Construction of other factlines, not classified elsewhere;

e FEE KYUSTENDIL BLOCK B2 and BLOCK 83, A COMPANY UNDER THE LAW ON
OBLIGATIONS AND CONTRACTS, BULGARIA = 20% partcipanon of Trce = Safin L'TT)
Principal activity: Construction of residennal and non-residential buildings;

s VIDELINA 2016, A CORMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 75% parncipation of Trace — Road Construction |SC
Prneipal activity: Construction of residential and non-residential buildings;
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STARA ZAGORA 2016, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS, BULGARIA = 90% participation of Trace Yambol JSC

Prneipal acuvity: Implementton of engineering — design acuvities and execution of I:uﬂding, el
construction works in connection to the realisation of the Nadonal Program for Energy Efficiency of
Muln Fﬂmﬂy Residennal Huil:linw (N]’[":f",h-l [{B) an the [t,'rn'tnry of the Mllnici]mlhy of Starn Engnrn =
miulitfarruly ressdential huj.lc.iing at MNo. 6, Slavyanski Blvd,, Stara Zagora;

HEMUS 2016, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA = 90% participation of Trace Yambol [SC

Pranapal activity: Construction, performance of engineenng, design, copy aght supervision;

TRACE = ARCH, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 85% parneipatuon of Trace - Road Construcuon JSC

Prncipal activity: Construetion of residential and non-residential buildings,

TRACE ALFA, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA = 50% participation of Trace < Sofin LTD

Prineipal activity: Conatruction of highways, roads and aieport runways;

ULITSI (TRANSL. STREETS) STARA ZAGORA, A COMPANY UNDER THE LAW ON
OBLIGATIONS AND CONTRACTS, BULGARIA — 80% participation of Trace Group Hold PLC
and 20% participation of Trace = Road Construction |SC

Prneipal aetviry: Construenon of highways, roads and airport runways;

TOPOLOVGRAD 2016, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS, BULGARIA - 95% participation of Trace Yambaol |5C and 5% participation of Trace
= Road Construction |5C

Prineipal aetivity: Construction works — laying of road markings;

STARA ZAGORA 2016, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS, BULGARIA - 90% participation of Trace Yambuol J5C

Principal activity: Design and execution of building and construction works in connection to the
tealisation of the Natonal Program for Energy Efficiency of Mulofamily Residental Buildings
(NPEEMRB);

HEMLUS 2016, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA = 90% participation of Trace Yambol [SC

Prineipal acuviry: Construction, performance of engineenng, design, copy right supervision;

TRACE = ARCH, A COMPANY UNDER THE LAY ON OBLIGATIONS AND CONTRACTS,
BULGARIA - 85% participation of Trace — Road Construction |50

Principal acuvity: Construction of residential and non-residential buildings;

EE 32 < 2016, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA = 9084 p:trl.u.‘lpﬂliurl of Trmee Yambol IIHC

Principal activity: Investment project activities on buldings;

EE LUKOVIT, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA = 95% partcipation of Trace Sofa LTD

Prineipal actvity: Construetion of residential and non-residential buildings:

ZGORIGRAD, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA - 90% participation of Trace Group Hold PLC

Principal activity: Construction of residennal and non-residenual buildings;
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s  GRADSKA SREDA (TRANSL. URBAN ENVIRONMENT) PLEVEN, A COMPANY UNDER
THE LAW ON OBLIGATIONS AND CONTRACTS, BULGARIA — B0% participation of Trace
Group Hold PLC and 20% participation of Trace = Road Constructon [SC
Prneipil activity: Other finishing building and construction works;

e PIRGOS 2016, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA - 60% participation of Trace — Road Construction |5C
Prncipal activity: Other finishing building and eonstruction works;

e ZDRAVE (TRANSL. HEALTH) 2015, A COMPANY UNDER THE LAW ON OBLIGATIONS
AND CONTRACTS, BULGARIA — 70% participation of Trace Yambol [SC and 30% participation
of Trace — Road Construction |5C
Prneipal nctivity: Construction of highways, roads and railway runways;

¢  ZELENA SREDA (TRANSL. GREEN ENVIRONMENT), A COMPANY UNDER THE LAW
ON OBLIGATIONS AND CONTRACTS, BULGARIA — 93% partieipation of Trace Yambol JSC
Principal activity: Construction of highways, roads and railway runways;

s INZHENERING (TRANSL. ENGINEERING) 2016, A COMPANY UNDER THE LAW ON
OBLIGATIONS AND CONTRACTS, BULGARIA = 90% participation of Trace Yambaol [5C
Prancipil activity: Construction, performance of engineering, design, copy nght supervision;

s INZHENERING (TRANSL. ENGINEERING) 2017, A COMPANY UNDER THE LAW ON
OBLIGATIONS AND CONTRACTS, BULGARIA — 95% participation of Trace Yambaol |5C
Prnaipal acuvity: Construction, performance of engineenng, design, copy nght supervision;

e ZHELEZOPATNA INFRASTUKTURA (TRANSL.  RAILWAY INFRASTRUCTURE), A
COMPANY UNDER THE LAY ON OBLIGATIONS AND CONTRACTS, BULGARIA - 50,5%
participation of Trace Group Hold PLC
Principal acuvity: Constructon of underground and over gmunr.l rail ways;

New companies under the Law on Obligations and Contracts (subsmidinnes, jomnt ventures and
nssociates) have been established with partners — entities of the Group and unrelated (external) parties — within
the current and prior periods. Such have not engaged i any operations at year-end. Also, entities that have
been established under already completed projects have been termnated.

Changes in the corporate name, the prineipal actvity and the representatives of “Trace Holiday” LTD
have been entered in the Commercial Register on 01.02.2018. The new corporate nme of the entity is *Tice
Properties” FOOD (LTD). The principal activity 15 real estate management, s well as all types of auxiliary
services, and any other services that are not prohibited by the Laws. Yanko Petkov Yanchev is representative
of the entity,

“Trace Commerce” LTD has been restructured by merger ino rthe receiving subsidiary “Infea
Commerce” EQOD in accordance with the provisions of Article 262 and the following of the Commercial Act.
As 2 result of the merger, all assers of the merging entty have been passed to the recewing entity, and the
merging entity has been terminated without liquidation proceedings. In accordance with Armcle 263 (g),
paragraph 1 of the Commercial Act, “Trace Commerce” LTD terminates as a separate legal entity and “Infra
Commerce” EOOD becomes its universal suceessor, effectve ns of 04.04.2018, All assers and labilities of
“Trace Commerce” LTI have been passed to “Infra Commerce” EQOLD,
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A branch of “Trace Group Hold™ PLC in Skopje was registered in the Central Register of the Republic
of North Macedonia on 03.05.2018. The prncipal activity of “Trace Group Hold" PLC = Skopje branch is:
design, construction, reconstruction of roads, road facilites and road nfrastructure, milway infrastructure,
Llndl.-tgrul.lnd construction and others,

“Trace Group Haold" PLC registered a branch of the ennty in Kiev — “Trace Group Hold"” PLC - [Kiev
branch < in the Ukratnian Ministry of Economic Development and Tracle, with Registration MNe GII < 5367, on
18.07.2018, The principal activity of the branch is: design, construction, reconstruction of roads, road facilities
and road mfrastructure; design, construcuon, reconstruction, furmishing, refurbishment of commeraal and
tesidennal eonstruetion sites: tencle representation and teade intermediation: and other aetvines, not prohibited
by the laws; commercial transactions and services; intra-trade transactions of the above stated types.

A restructuning through the merger of “Trace PAP Viana” EOOD (LTD) and “New Brdges™” LTD
tnto “Trace PZP Vianja™ AD (J5C), all subsicdianies of “Trace Group Hold” PLC, was entered in the Regster
of the Republic of Serbia on 02.08.2018, The corporate name of “Trace PZP Nis" AD (JSC) is changed o
“Trace Setbia” AD (JSC). The capital of “Trace Serbia” AD (J5C) increases upon the merger by incrense in the
nominal value of shares and amounts to 969.539.255,5 Serbinn Dinars, distributed among 591 527 shares at
nominal vidue 1.639,044303 Serbinn Dinars each. “Trace Group Fold” PLC holds 591 526 shares and “T'race
Balkans” EOOD (LTD) owns | share. “Trace Serbin®™ AD (J5C) is managed by n Board of Directors, comprised
of Teodor Odnnski = Chairman, Predrag Spasov = Executive Director, Stovko Meshkov = Executve Director,
Krasimita Mihaylova — Member and Yanko Yanchev — Member.

Changes in the arcumstances of “T'race Group Hold” PLC were entered in the Commercial Register,
kept by the Registration Ageney, on 09,10.2018, Miroslay Manolov wis dismissed as o member of the Managing
Board and as an Executive Director. Ms Desislava Ivanova Lyubenova was appointed as a Member and
Chatrman of the Managing Board of “Trace Group Hold” PLC,

Joint Venturcs

At 31122018, joint venture of the Group is:
s TRACE = M INVEST, GERMANY = 50% parncipaton of Trace Group Hold PLC
Prineipal activity: Specialised building works, related with the construetion and repurs of lughways,
engineering facilities, high class roads and others;

Asnociates

At 31.12.2018, associates of the Group are;

= TECHNOSTROY - INZHENERING 99 AD, BULGARIA - 33% participation of “Trace Group
Hold” PLC
Principal acuvity: Construction, repaies and muntenance of roads and road facilities;

¢ REDKO TRACE INTERNATIONAL, QATAR = 49% parncipaton of Trace International LT
Prineipal activity: Constiuction of buildings, roads, bridges, tailway and metro (subway) lnes;

» VODEN PROEKT (TRANSL. WATER PROJECT) STARA ZAGORA, A COMPANY UNDER
THE LAW ON OBLIGATIONS AND CONTRACTS, BULGARIA — 30% participation of Trace
Group Hold PLC and 4% parncipaton of Trace = Road Construenon |5C
Prineipal activity: General construction of buildings and construction faciliies;
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i1 Ownership and management of the parent
The share capital is distributed among 24 200 000 non-cagh, non-bearer shares with nominal value of BGN 1.

At 31122018, the ownership is distnbuted as follows:

L

Nikolay Mihayloy 66,97%
Galini = N LTD 2.00%
Trace Group Hold PLC (repurchased treasury shares) 0,02
Other individuals and legal entites 24.,01%
100,00%,

The entity has a two-tier management system, comprised of a Supervisory Board and Managing Board, and an
Audit Committee appointed by the General Meeting of Shareholders.

Members of the Supervisory Board (S1) at 31.12.2018;

Nikolay Mihaylov Chairman
Manol Deney Member
Anton Donchey hMember

Members of the Managing Board (MBj at 31.12.2018:

Deaslava Lyubenova Charrman
Boyan Delchey Member
Rousitsa Dineva = Georgieva Member

Asoar 31.12.2018, the parent 15 rupruuun[m] and m:ln:tgl.“.l] I)y the Executive Director [".ng. Bnynn Delehov.

Members of the Audit Committee (AC) ar 31.12.2018;

Boyka Georgleva Chairman
Hristna Mikolova Member
Hristo Hnstov Member

1.2, Other information
Compiler of the financial statements: Boyan Hnstov
Lawyers: Tsvefeling Angelova
Auditor: Zaharnova Nexia LTD

Servicing banks: UmCredit Bulbank AD, 5G Expressbank AD, United Bulpanan Bank AD, DSK EAD,
Investbank AD, First Investunent Bank AD, Piraeus Bulgaria AD.

At the date of these consolidated annual Gnancial sintements, the average number of personnel, employed within
the Group, amounts to 1 163 workers and employees (2017: 1 415 workers and employees).
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2. Accounting policies
2.1 Basis of preparation of the consolidated financial statements

The consolidated financial statements of the Group have been prepared in nccordance with International
Financial Reporung Standards (IFRS) as adopted by the Furopean Union Committee. These include
[nternational Accounting Standards (Internationdl Accounting Standards  (TAS)), International Finaneial
Reporting Standards (International Financial Repornng Standards (IFRS)) and Interpretations for their
implementation (S1C < [FRIC interpretations),

The International Financial Reporting Standards include and the subsequent amendments and supplements o
existing Standards and Interpretations, as well as future Standards and Interpretations developed by the
[nternational Accounting Standards Board (Internanonal Accounung Standards Board (IASB)).

The accounting Pr.lljciq:ﬁ of the Group have been r.h:w:lupcd i compliance with the Accountaney Act and the
International Financial Reportng Standards,

2.2, Going concern
The financial starements of the Group for the year ended ar 31 December 2018 have been prepared on a going
concein basis,

2.3 Changes in the accounting policies

The adopted accounting policies are eonsistent with the accountng policies applied in the prior perod, except
for the effects of the newly effective Standards and the requirements that are applied perspectively, with which
the Group has fully complied /note 2.4/,

The Group applies the following new Standards, amendments 1o existung Standards and Interpreratons o [FRS,
developed and published by the International Accounting Standards Board that have an effect on the financial
statements of the Group and are mandatory for annual periods beginning on 01 January 2018:

IFRS 9 Financial Instruments (effective for annual perinds beginning on or after 01 January 2018)

The Standard aims at improving the accounting and reporting of financial instruments by eliminating the
weaknesses that arose in this respect dunng the Gnaneaal enais In particular, IFRS 9 has been developed and
endorsed in response to calls for a more forward-looking model for the recognition of the expected eredirt loss
model (aecounting for expected eredit losses on financial assets),

IFRS 15 Revenue from Contracts with Customers (effecuve for annual penods beginming on or after 01
January 2018)

The development and endorsement of this Standard aims ar improving revenue recogninion and the
comparability of financial statements globally.

IFRS 15 Revenue from Contracts with Customers (effectuve for annual periods beginmng on or after 01
January 2018)

The project aims to clarify the guidelines, provided in the Standard on matters that arose in the course of its
chiscussion.

IFRS 9 Financial Instruments and [FRS 4 Insurance Contracts (effective for annual peniods beginning on
or after 01 January 2018)
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The project aims to address the wemporary consequences of the different effective dates for IFRS 9 and 1FRS
4, providing for exemptions for insurers.

Annual Improvements to IFRSs 2014 = 2016 cvele:

IFRS 1 First-time Adoption of International Financial Reporting Standards (effective for annual penods
beginning on or after 01 January 2018)

The projeet is part of the Annual Improvements to [FRS 2014 - 2016 eyele and aims to delete some of the
short-term exceptions in the Standard that have fulfilled their purpose,

IAS 28 Investments in Associates and Joint Ventures (effecuve for annual penods beginning on or after 0]
January 2018)

The project 1s part of the Annual Improvements w [FRS 2014 < 2016 cycle and aims to clanfy the provided
exemption to the requirement of applying umiform accounting policies, applicable for investments held by an
investment company.

Other Amendments and Interpretations:
IFRS 2 Share-based Payment (effective for annual period beginning on or after 01 Januacy 2018)

The project to amend the Standard unites three amendment initiatives for share-based payment in non-market
vesting conditions and accountng for o modificaton of an agreement that changes the clasafication of the
transaction from cash-zettled o t.'qui l'j'ﬂf:llli:l.l.

IAS 40 Investment Property (effcctive for nnnual penod beginning on or after 01 January 2018)
The project nims to clanfy the Standard’s requirements on translers to, or from, investment properties.

IFRIC 22 Foteign Currency Transactions and Advance Congideration (effective for annual pertods
beginning on or after 01 January 2018)

The Interpremtion defines the requirements on the :!((:]'HII'IR(‘.' rate used when accounting for receipts of advance
eonsiderations that are denominated in 3 foreign currency.

Standards, Amendments and Interpretations to existing Standards that are not vet effective and are not
applied by the Group from an earlier date

At the date of approval and authonsation of these financial statements, some new Standards, Amendments and
Interpretmtons to extsting Standards have been published but are not yer effective and have not been applied
by the Group from an earlier date.

IFRS 16 Leases (effecuve for annual periods beginning on or afrer 01 [anuary 2019)

The project nims to develop a new Leases Standard g6 that both parties, lessors and lekgees, can provide relevant
informaton that faithfully represents the ransactions concluded berween them,

IFRS 9 Financial Instruments (effecuve for annual penods begmning on or after 01 January 2019)
The amendments allow eerinin fnaneial assets to be meazured at amortised eost.

IFRIC 23 Uncertainty over Income Tax Treatments (effective for annual period beginning on or after 01
_]nnunr}' ?.{]10)

The Interpretaton containg requitements (o improve the appropriateness and transparency of accounting for
uncertain tax effects and to facilitate the assessment and comparability of financial informaton.

Annual improvements and Stndards that are effectve for future penads, but have nal yet been adopted by the
EL:
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IFRS 17 Insurance Contracts (effective for annual periods beginning on or after 01 January 2021)

The project aims to create a uniform Standard, including all panciples, so that it is applicable to all insurance
and remsurance contracts, llwr:.'h}' il11|‘m.1\'in1.||'1 t'.nmpnrnhilil)' between :nmpnnicu, jurtsdictions and markets.

IAS 28 Investments in Associates and Joint Ventures (effective for annual penads beginning on or after 01
January 2019)

The project mms 1o clanfy the exempuons under IFRS 9 from applying the equity method to mensure
investments in nssociates and joint ventures,

Annual Improvements to IFRSs 2015 - 2017 eycle
IFRS 3 Business Combinations (effective for annual periods beginning on or after 01 January 2019)

The amendments clanify the requirements for assessment when obtaining control of o business that was
pre\'ihunl)' i joint np[.-rnrir.m.

IFRS 11 Joint Arrangements (effecuve for annual penods beginning on or after 01 January 2019)

The amendments clanfy the requirements for assessment when obtaning joint control of a business that was
previously 3 joint operation.

IAS 12 Income Taxes (cffective for annual periods beginning on or after 01 January 2019)
The amendments elarily the accountng for income tax consequences of dividends.
[AS 23 Borrowing Costs (eftective for annual penods beginning on or after 01 January 2019)

The amendments clarify the requitements for the tme to suspend capitalisation of borrowing costs, when the
asset o which they relate i in the intended condition.

Other Amendments and Interpretations:
IAS 19 Employee Benefits (effective for annnal periods beginning on or after 01 January 2019)
The amendments clarify the accounting for a plan amendment, curtailment or settlement.

IFRS 10 Consolidated Financial Statements and [AS 28 Investments in Associates and Joint Ventures
(IASD suspended the effective date of these changes indefinitely)

Amendments to the Conceptual Framework in IFRS for Standards issued after 29 March 2018
IFRS 3 Business Combinations (effectve for annual peniods beginning on or after 01 January 2020)

The amendments narrow and clur.il"j‘ the defintton ol “husiness™, Tl'!l_'!.' nlso |‘.l|:n'nil 1 ﬂimpliﬁcd assesament of
whether an acquired set of activities and assets 15 “a group of assers” rather than s business".

IAS 1 Presentaton of Financial Statements and IAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors (effective for annual peniods beginning on or after 01 January 2020)

The amendments clarfy and align the definion of “materal” and provide guidelines 10 help improve
consistency in the application of that concept.

24, Disclosure on initial adoption

Classification of financial assets and effect of transition to IFRS 9 - Financial Instruments:
Classification and Measuremeni
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IFRS 9 becomes effective and i mandatory for npph’undun to finaneial statements lor the vear hrzgin:ﬁng 0 i
after 01 January 2018,

The Group has reviewed its financial assets and liahilites for effects on their classification under the new
Standard, effective as of 01 January 2018, and there are no financial assets whose classification has changed as
i result of the adoption of IFRS 9 compared with their elasstfienton under 1AS 39, The entty does not have
any finaneial assets and financial habilines designated as mensured at fair value through profit or loss in
accordance with 1AS 39 and reclassified to another category under [FRS 9. The entity retains the classification
of the financial assets measured at amortsed cost, performing also classifieation necuracy tests i accordance
with [FRS 9 and the entity does not have any financial assers and Liabilines thar are elassified as measured av fur
value an the transiton.

On the introducton of [FRS 9 Finanaal Instruments, the Group has appled for the first nime the exempnons
(relieves) on its initial adoption, applying the requirements of the Standard on the financial instrument contracts
that have been established on 01.01.2018.

Type of instrumenti Category, in accordance  Category, in accordance with IFRS 9 Effeet of
with TAS 39 iransition
(BGN' 000)
Flnaneial asieis

Lesan rocowables Lawann anid eeectvaliles Finaneinl aaseis mewsured ar amorrised {101}
Einit

Other reectvalilios Lasani anid receivabiles Pinancial assen mcired at amaortiied (255}
ciiaf

Trade receivalles Lasans anid recetvahles Pinaneial asseis messured at amoriised (A2R)
covilt

Cunli nned deposies Lenus and receivablis Fumncinl assets measured ot amiortised (1)
CoHE

Total inancial asscts i1 ZIE)

Finuncial liahilitics
Finaneial guarantee contracts Finaneral linbihiion Fanesl labilites mumsarod w 9
miasured ot simormsed amoetised cont
sl
Total financial linhilities 9
Tax eifect 139
“Total effect (1 1]35

The reference correlanon berween the classifications of the Group's financial assets and habilines under TFRS
9 and IAS 39 is presented in the tble hereafier:

Before reclassiflication as at 01.01,2018 Alfter reclassification as at 0LO1L.2018

liem, hoading Carrying liem; heading Carrying
amount LT
(BGN *00) (BGN '000)

Muon-current assets

Mon-current trade and oither receivahles Non-current trade and other receivibles

Receivables from related partes outside the Receivablos from reluted partics outside the

| group (net) group (net)
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TR/.CE

Sales reeeivables 4975 | Coniract roceivablen fram contracts with 4975
Culinmoes
Contrict aidets from comteen with eudtoiior
Operating loase reecivablen
Uither tradde receivables
4 975 4975
Mon-current trade and other receivables Maoni-eurfent teade and ather receivables
Sales receivables {nq)
Sules receivables 5361 | Contract feceivables from contrcis with 536l
cldlnmers
Contmet agsets from contracts with customers
Clperating lonse recevabilon
Cither trado receivables
5 36l A 36l
MNon-current trade und other receivables Other non-current recoivablos and asseis
Other non-curienl receivables Other non=-current recelvables and asseis
(net)
Cuarantees / bonds wsued and deposie placed 324 Ciuarantees / bonds vitued and deposii placed 324
Advance payments MZ | Advance paymoene 32
Cither reeewvables 6368 | Other receivabiles & 368
Impairment of other reeciviblos (5241) | lnpaiement of other recetvaliles and aaen {5 241)
1837 1837
Nons=current trade and other receivahles — 12173 | Mon-gurreni trade receivable - wial 111 334
total
Other non=curront receivables and assos — 1 BA7
total
Tuoial 12173 | Towml 12173
Cuirront anseta
Cureent trade and oilier recelvables Cuerent trade receivables
Receivables from related purties outside the Receivables from related parties outside the
| group (ner) group (ner)
Sales receivabilon 17927 | Conrmet receivabilis Rom conticts with 17 937

CURlmT

Adsets eeceivibiles From conteacn with
GlURtomors

Olperating lease receivablos

Oither irade recnvables
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17 927 17 927
Advance paymants receivables 10825 | Advance pavments receivables 10 823
10 825 10 825
Current trade and other receivables Other current receivables and ansems
Reccivables from rolaied partics ouiside the Receivables from related partics outside the
| group (net) group {net)
Dividends recorvatbilien 331 | Dividends recoivablos M
a3l ER]]
Current trade und other receivables Current trade and other recelvables
Sules receivables (net)
Sules receivalbilon 67 876 | Contraet recvivables from eontracts with 67 B76
CTGHICT
Contract assets from contracts with customoers
Operating lease eecilvaliles
Cither trade recetvables
67 876 67 BTG
Trpradement of sales recetvaliles (232) | lpalement of contact eeeivabiled from (232}
contracts with customers
‘I'l’l"lMI"I‘I'IL‘T'\I Of Eontect wineri from contracts
with customers
Impairment of operating loase recotvibiles
- Impuiement of other receivables
2) @32)
Current trade and other receivables Current trade receivables
Advance payments receivahles (net) Advance payments receivables (net)
Advance payments reecivablog 10621 | Advance payments recevablen 10621
Impaiemnent of advance paymenis receivibles (26) | Impairment of advance payments receivabiles (20)
10 595 10 508
Current trade and ather recoivahles Oiher curreni receivables and suscis
Litgations receivables (net) Litigations receivables (ner)
Laniganons receivibles A4 266 | Litgarions receivibles 4 266
Trnprirmunt ol lngations reecvabilis (2290) | Impaiement of lingavions reeovilbiles {2 291)
1975 1975

Current trade and other receivables

Oiher curront receivables and assets

Soctal insurance receivables

Social insurance recelvables
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TR/ CE

Socll inmrance 27 | Socul insurance 27
27 )
Current trade und other receivables Other cuerent recelvables and ussets
Other current receivables and assots
Dividends receivahlos 6 | Dividends rocoivabilon 1
Other current receivables
Ciuarantees / bonds toed and deposin placed 908 | Gumrnrters / bomds insued and diposits placed 908
Insvimance meccivaliles 25 | Invuranee recoivaliles 25
Advance paymonin 1489 | Advance payments 1489
©ther reeeivables AR | Other recowables 3uH
Impaiement of other receivabilos (1) | Dnpurmeni of other ceeowalilin (16)
2810 2 B10
Tuxes recoverable Other current reccivables and asscts
Taxen recoverable, including:
Value Added Tax 4944 | Value Adided Tax 4 9dd
Coeporale ineome iy 229 | Corporate Mome tax 229
Oither toxes 4 [ Othor tages 4
5171 5177
Current trade and other receivihles — total 112134 | Current trade receivables = total 16 991
Taxes recoverahle 5177 | Other non=curreni receivables and asseis = 10 320
total
Taotal 117 31 | Toual 17 311
Before reclussiflication us at 01012018 After reclussification s at 01.01.2018
leem, heading Carrying Ttem, heading Carrying
anmiant (LRLTIT
{BGN "000) {(BGM '00i)
Ton-current linhilites
Mon-current trade and other payables Monscurrent trade payables
I"uwhlqa to reliuted parties oumide the Payables to reluted parties outside the
| group (net) group (net)
,‘Cum,‘ul}- pq}*nhln 1420 | Supply payvabiles 1 420
1420 1420
Mon-current trade and other payahles Naon-curtent trade payables
Supply puyables 8811 | Supply payahles 4511
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B 511 8511
Mon-current trade and other payables Other non-current payables and asseis
Dieponits and bonds payables 159 | Deposits and bonds pavables 159
Cuneessiond payabled 1 072 | Conecsilong payables 1072
1231 1241
Man-current trade and ather payahlos — 1162 | Man-current trade payahles — total boy
toial
Oihor non-current payables and linhilities — 1.2%
total
Total 11162 | Total 11 162
Current Habilides
Current trade and other payables Current trade payables
Payables o related partics ouiside the Payubles to related pariies outside the
| group (net) group (ne)
Supply paynbles 18501 | Supply payables 18 501
Advaness roeeived payablos 200335 | Conreact habilines from contrac with
CUSTITIETE
Advances recaivod payable 20 335
L] 34 H36
Current trade and other .PHE!E! Currsn_t_ trade Rﬂ:‘gll';l
Supply puyaliles 66 944 | Bupply payables G0 944
Advances received puyables 163583 | Contrmet lnbilines from contraces with
Curtomant
Advaneed recelved payahles 16353
B3 207 B3 297
Current trade and other payables Other current payahles and liabilities
Payublen to relited partics outside ihie Payables to related partics outiide the
| group (nei) group (nei)
Eraponits and bonds prayables 810 | Pepopits and bods payabilos a1
Diividends payables 3819 | Dividends payables 3819
COither payables 10 | Oiher payables and lubilines 10
4 a3 i 630
Current trade and othicr pnyuhln Oiher current puynblﬂ-i and Habilities
Dicposits anid bonds puyables 453 | Deposits and bonds pavables 453
Tnsuranee pavables BO | Inuucinee payables ]
Caitenutisiin payabiles 108 | Contessloig payablis 108
Dividetids payibles 174 | Divideuds payables 174

Tigs )
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Cihor payabiles 2418 | Oveher payalsles and labilivies 2414

323 3233

Current trade and other payables = total 130 008 | Current trade pavables = otal 122153

Girants obiuined = total Other non-current payables and linhilities - T H72
totul

Total 130 005 | Touwl 130 005

Prior transitional disclosures in the year of initial adoption of IFRS 15 = Revenue from Contracts with
Customers

IFRS 15 provides a single model to be applied by entities in the accounting of revenue from contraets with
customers, IFRS 15 replaces all previous revenue recognition principles — IAS 18 Revenue, IAS 11 Construction
Contracts and the related Interpretations,

The core principle of IFRS 15 requires, when transferning goods or services to customers, revenue to be
recognised in an amount that reflects the consideration which the entity expects 1o be entitled in exchange for
those poods or services. More specifically, the Standard delivers a five-step model framework for revenue
recognition:

Step 1: Identify the contract(s) with customers;

Step 2t Identify performance obligatons in the contract;

Step 3t Determine the transaction price;

Step 4: Determine the transaction price and the amounrs allocared to performance obliganons in the contrac
Step 5 Recognise revenue when (or as) the entity satisfies a performunce obligation.

In aecordance with IFRS 15, the entity recognises revenue when (or as) the entity satisfies a performance
abligation, i.e. when control over the goods or services, covered by the specific performance obligation, is
passed to the customer,

[FRS 15 provides and very detaled guidelines on the accounnng treatment of specific scenanos, as well as
requitements for detailed disclosures,

The group identifies that only construction contracts fall within the scope of this Standard with regards 0
revenue recognised over tme (e, on o percentage of complenon), The group has analysed the recognition of
revenue from construction contracts, This analysis includes the identfication of performance obligatons under
the tespective conteacts and their periodicity. The value of the performance obligations under construction
contracts is fixed and can be determined accurately. Revenue from construction contracts is recognised in so
far ns the services are consumed by the eustomer and / or an asset, controlled by the customer, is being creared
or enhanced, e the performance obligations are satistied over time, Other revenue relates to sales of goods or
services, the performance obligations of which are typically satisfied at a certain point in ume, and to routine
and recurring services, under which the customer receives and consumes the benefits in series - the pertormance
obligations are satsfied over nme.

On the mtial adoption of IFRS 15, the entity has not identified any contmcts with customers, contuning o
significant financing component that would require adjustments of already recognised revenue and results.
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TR/\CE

The reference correlation between the elassification of revenue in the Group s illustrated in the able

herealter

Before reclussification as ar 01.01,2018

Adver reclassification as at 01.01.2018

Ttem, heading Amount Tem, heading Amount
(BGN *000) (BGN *000)

Sulen revenue Revenue from contracts with eustomen

Sales of services, including: Hevenue from construction  contracts,
including:

Buildiag amd connrueion waorks 202 249 | Revenue, recogmsed within thice period 03 340
Inilueding by iecrvasing e apening badlwes of condiit 10947
lraehilities
Under aleeady watisfied pecfumance obligtons

292 249 292 249

Sules of output, including: Sales of output, including:

Salew of nuphnlr mishies 6002 Sales of asphialt mixtures 6oz

Hules of aperopmies 2498 | Salew of apuregutos 2498

Salus of eonerete and lime soluton and 51812 15 | Sules of goneeete aid lme solinom and SB1 15

Siles of emilsions 5 | Sales of emulaone 5

Hulos of mineral powdur 3 | Salew of mineeal powder 3

Siileit of otheri 36 3o

8 559 B 559

Revenue from sulos of goods, including: Revenue from sales of goods, including:

Silew of maching and mp:ipnmm 50| Sales of machines and nquipmnm a0

Sales uf fuel wnd oil P 778 | Subes of fuel wod oil 1 778

Sales uf reinforcing tron 1422 | Sales ol veinforeing ron I 432

Halen of aperepates and wid 10| Bales of appeeputes and snd 10

Sales of sl 1 262 | Sales of salr 1 262

Salen of rlway marerials 754 | Balus of rilway materials 754

Sl of biturien 1591 | Sales af biramen 1 501

Sales of concrote 'y cement 396 | Suler of concrote, cement A6

Oiher mles 622 | Other wales 622

7 885 7 B85

Revenue feom sales of services, l.m:ludlni: Revenue from sales of services, lnclud.i.uux

Comimissions Commisions

Survicos with mochinbsiton 254 | Servicos with mechanbsarion 254

'l'rumpuﬂ BEFVILEs 211 'l'mnjmn Hervices 211

Liburtury sinvices 69 | Laboratory services Gt

Conuulting sorvices 10| Commuiliing servicod 1]
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I)L"niEl'l HEFVICE# 19 | Design services 19
Clthir dervices 143 | Chihor sorviced 143
6 ELUL
Sules revenuc Orther revenue
Other revenue, including Revenie from aales of materials
Reverue from aled of materaly 1103 | Revenue from ales of maerils 1103
1103 1103
Salew revenue Other revenie
Other revenue, including
HKewnal theoime 37T | Oiperanng fease revenue 377
Hulon of idusirial wante 37 | Salwi of mdustral waste 37
Tnsuraniee claims receivel 73 | Tnsuranee cluma received 73
SurEhl s il Inventoncs 22 | Burpluses of inventorics a3
Poniltics 06 | Penaltics 96
Payables writton-off 387 | Payabiles wrnen-off in?
Reversed pmuiuh i under  contracs for 1 348 | Reversed provisions under  conrmicts for 1 348
builsding ane conitruetion wirks building and construction wirks
Revercd impninn:.'m ol receivables 13 | Reversed impairment nf veceivahlen 13
Wi and compeninons awarded 173 | Wi nnd compensations awardesd 173
Revarsed lidgaion provisions 712 | Roversed higanon provision 1d
I iuitilinisd [PV W Wil 2720 | Ununlised proviione witren-ioff et}
Oithers 333 | Othor revenue (net) 333
3 800 3 800
Other reveniie
Galne / ",.!ﬂﬂﬂ’ i d.llpul,alu ol fioi- Gl / (.l,.nue-n) i lﬂlpaull of fiifi=
CUITent Asscis CUITENt Aniets
Lt v dbipaasaly of non-current gesei 471 | Giadow on disposals of nonscurrent asscts 471
Baocik vialue of the geies dlIIlI.IIL‘LI (233) Haoiok value of the azpers disposed (233)
238 23R
Sales revenue — total 4302 | Revenue from contricts with customers 30 300
Gaing / (Losses) on disposals of non- 238 | Other revenue 5 141
CUrrenl ARecis
Tatal 314 540 | Taial 314 540

2.5 Prior disclosure before initial adoption

Prior disclosure in the year, preceding the initial adoption of IFRS 16 = Leases
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IFRS 16 provides a comprehensive model for the idenmfication of lease arrangements and their accounting
treatment by lessors and lessees. The Standard replaces the extsting prinaiples of asccounting for leases, including
IAS 17 Leases and the related Interpretations.

IFRS 16 disunguishes berween leases and service contracts on the basis of whether there 15 an idennfied asser,
controlled durning its use, The distinction between operating leases (off-balance sheet) and finance lease (on-
balance sheet) 15 elimunated in the lessee’s accounts and replaced by a model whereby the lensed asset and the
related Labilities should be recognised for all leases by the lessee (Le. on-balance sheet), with the exception of
short-term leases and leases of low value nssets,

A qualifying asset is initally measured at its purchase price and subsequently < at acquisition cost (with some
exceptions) less accumulated depreciaton and impaitment losses, adjusted for eacli reassessment of the lease
linbility. The lease hability is initally measured at the present value of the lease payments due at that date. The
lease liability 18 subsequently adjusted by interest and lease payments, as well as by the effect of changes in the
lease agreements. In addinon, the cash flow classification shall also be affected as under TAS 17 payments under
operating leases are included in eash flows from operating activities, whereas under the IFRS 16 model, lease
payments shall be aplit into principal and interest payments that will be presented as cash flows [rom financing
and operting activities, respectively.

Unlike the requirements for accountng treatment by lessees, IFRS 16 an fact transfers the accounting and
teporting requirements to the lessor in aceordance with [AS 17 and requires the lessor 1o elassify the lease as
either operating lense or finance lease, respecnvely.

IFRS 16 15 effective for the financial reporting vear beginning on 1 January 2019, The Group has decided not
to apply it as of an carher date. The Group has adopted the modified retrospective method of adoption of the
new requirements of the Standard as of 0L.01.2019. The comparative information for the financial reportng

pertod preceding the initial adoprion (2018) shall not be restated.

The effects of changes in the accountng policies from the introduction of IFRS 16 are presented hiereafter:

As ar 01012019

Typu: of auscta C..ll:gnry i Clrryln“ Lease payinents

nocordunce with | mmount of

IERS 16 waxath Present vilue Gross value

(HGM "000) (BGMN *000) (BGN “000)

Muotor velicles (€ars) Tranapirt vehicles 213 212 232
Maotor voluelen (cars) Transport vehieles 24 24 27
O iy, production anid resldential space Hublilirign 04 ol L
O, production and reddential space Hunllirags 1 244 1 248 1 367
Total rights to use non-current asseis 1 578 1578 1725
Tax effuet 158
Total effoct 158
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2.6, Repurr.lng currency and recognising foreign exchange gains ,’ (losses)

The m:t;m.mtinm [cgi:ti:rn have been prr.‘:pnn.'.d m Bulplﬁun [.r:v(n) ('HGN) in necardance wiath the requircments
of the Bulgarian legislation.

The fAgures, disclosed in the fnancial statements are in thousands of Bulganan Leva (BGN "000) unless
otherwise stated.

The functional currency of the entties of the Group in Bulgaria and the presentation currency of the Group is
the Bulganan Lev(a) (BGN). The Bulganan Lev is fixed, under the BNB Law, to the Furo in a mtio BGN
105583 EUR 1.

Translations of foreign senvities from functional to presentation curreney are carried out 10 accordance with
IAS 21 — Effects of Chanpes in Foreipn Exchange Rates,

27.  Comparative information
In these consolidated financial statemenis, the Group presents comparative mformation for one prior financial
year,
When necessary, comparatve informanon 18 reclassified (and resrared) ro achieve comparability wirh changes in
the presentation for the current reporting period.
The effecis of adjusiments, ru.-mlli.ng from the inial udt.‘q'.lLit‘m of IFRS 9 and [FRS 15, are [rruhunlutl in the

balanee of retmined carnings at the beginning of the period — 01.01.2018,

Financial instruments and revenue i the entity's Statement of Flnancal Positon and Statement of
Comprehensive Income as at 31.12.2017, included in the comparative informaton for the current period, are
recogrised and measured in aceordance with the IFRSs, effective unnl 01,01,2018 — IAS 39 and [AS 11, 1AS 18
and the related Interpretations (SIC and [FRIC), respectively. Detailed disclosures on the accounting policies
for the recognmition and measurement of financial instruments and revenue, untl and as at 31.12.2017, are
presented i the entity’s pubihshed financial statements as at that date.

2.8, Consolidated financial statements
Parent

This 1a the entty, including a non-legal (unincorporated) entity, such as a partnership that controls one or more
other entities in which has invested. Ownership control means that an investor is exposed 1o, or has righis o,
the variable return on its interest in the investee and has an opportunity to influence the amount of that return
by virtue of its powers over the investee

Trace Group Hold PLC, Bulgaria, is the parent.

Subsidiary
A subsichary 18 an entity, or other form of undertalang, that 15 controlled directly or indirectly by the parent.

Subsidharies are consolidated fram the date on wlhieh effective contral is ntr.]u.irud h}-‘ the ('.;ruup and conse to
consolidate from the dare that control 18 deemed o have ceased and 15 transferred outside the Group. The full
consolidation method is applied for their consalidation,
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Joint venture

A joint venture 15 such an entity, or other form of business, established under a contmerunl agreement berween
the parent (as an investor) and one or more other parties (entities), which engage in a joint economic activity
and over which the venturers (including the parent having such a status) exercise joint control. Jomnt control is
in place when the steategic financial and operational deeisions related 1o the joint venture are eonteactually
established to be adapted with the unanimous consent (consensus) between the venturers, The latter have rights
to the joini venture s ner assels.

The joint venture i included in the consolidated financial statements of the Group by applying the equiry
method — from the date on which the joint control 15 sequired by the venturer (in ]m'til:ul:u' — the patent) anl
cease to be consolidated under this method from the date when the joint venture is transformed into a
subsidiary, or from the date thar i 15 assumed thar joint control is transterred from the venturer to third parties,

Asrociale

Associates are entities over which the Group has significant influenee, evidenced by the power to participate in
the decision making related to the Gnancial and operating policies of the entity in which the Group has invested
(investee), but without exercising control or joint control of those policies. Usually, significant influence 1
associited with the direct or indirect ownership of between 20% and 50% of the voting shares, Investments in
associates are accounted under the equity method and are imtially recognised at acquisition cost.

The carrying amount in the Consolidated Statement of Financial Position 18 increased, or decreased, as to
recognise the investor’s share in the profit or loss of the associate, after the acquusition date. The Group's share
in the profit or loss of the associate 15 recognised in the Consolidated Statement of Comprehensive Income, in
profit or loss. Distributions (of dividends) received from an nssocmte, reduce the carrying amount of the
investment. The carrying amount of the investment is also adjusted and subsequenr o changes in the Group’s
proportionate interest in the associate (investee), arising from changes in the investee’s other comprehensive
income. The Group' share of these changes 15 recognised in ather comprehensive mcome.

Unrealised pains, resulting from transactions between the Group and its associates, are eliminated to the amount
of the Group's interest in the associate. Unrealised losses are also eiminated, unless the economic ransaction
does not pve evidence of impairment of the transferred assets. Where needed, the accounting policies of
associntes are amended in accordance with the accounting policies, adopted by the Group.

2.9. Consolidation principles

The consolidated financial statements include the financial statements of the parent, of the subsidiaries, of the
joint ventures and of the associares, prepared as ar year-end; the latter being the date of the financial reporting
perind of the Group.

For consolidaton purposes, the financial statements of the subsidianies, joint ventures and associates have been
prepared for the same reporting period as the ane of the parent and by adopung uniform accounting policies.

2.9.1. Consolidation of subsidiaries

The Anancal statements of the ineluded subsidiasies are eonsolidated in the consolidited Ananeial sttemenis
using the “full eonsolidation” method, line-by-line, applying unified accountng policies. The investments of the
parent are eliminated against the share i the equity of subsidiaries at the acquisition date. Intrgroup

26



“TRACE GROUP HOLD” PLC m A a
Consohdated Annual Financial Stitements for the hnancal reporung 2018

transactions and accounts are fully ehminated, including unrealised intragroup profit or loss, The effect of
deferred tax on these eiminating consolidation entries 15 also accounted for.

Shares of partners — third parties — in subsidiares, other than those of the shareholders of the parent, are
disclosed separately n the Consolidated Statement of Finanaal Posiion, the Consolidated Statement of
Comprehensive Income and the Statement of Changes in Equity as “non-controlling interest”. Non-controlling,
interest includes: (1) the amount of the share of third party sharcholders (pariners) at the first consolidaton date
in the fair value of all idennfiable assets acquired, linbilities assumed and the contingent linbilines of each of the
respective subsidianes, determined (based on the share) under the proportuonal method (b) the change in the
amount of the share of those persons i the equity of each of the respecuve subsicharies from their first
consohdation and untl the end of the current reporting period.

292 Business combinations

All business combinations are accounted for by applying the acquisition method, which requires recognising the
ncquured entity's (acquiree’s) identfiable nssets and habilites assumed, including the contingent habilities,
regardless of whether such were recognised in the financial statements of the acquiree before the business
combination or not. On initial reeognition, the assets and liabilites of the acquited subsidiaty are included in
the Consolidated Statement of Financial Position at their fair value at acquisition, which, in conformance with
the Group's accounting policy, serves as a basis for subsequent measurement. Goodwill 15 recognised after
identfying all idenufiable intangible assets and it represents the excess of acquisition cost over the fair value of
the Group's share of the dennfinble net assets of the acquired ennity at acquisivon date. Any excess of the
identifiable net assets over the acquisiion cost is recognised in profit or loss immediately after the aequisition.

293 Sale of subsidiaries
In sale, or other Form of loss of control over, a HLlhsillirl:y:

®  The subsichary’s assers and habilines (including goodwill, if there 1 such) are wnren-off at their book
value at the date on which control is lost;

= The non-controlling interest in this subaidiary 15 written-off 10 the Consolidated Statement of Financial
Positon at book value at the date of loss of contral, neluding all components of other comprehensive
income, felatng to those;

& The considertion recetved from the transaeton, event or iransacton that resulted i the loss of control,
is recognised ar fair value;

s Al components of m.]uity, rﬂpruumﬂh‘lg unrealised Etl.'m:l or losses, are reclassified in “prnﬁt or loss for
the period”, or are transferred directly in retan eamnings, in accordanee with the requirements of the
respective [FRSs under whose scope these components of equity fall;

*  Any gainy or losses, annbutable to the parent, are recognised in the Consolidated Statement of
Comprehensive Income as “gain or loss on the disposal (sale) of a subsidiary™.

#  The remumning shares hold, forming investments in associntes, joint ventures or other long-term equuty
investments are nitally mensured at fur value at the date of sale and are subsequently measured 1n
accordance with the accounting policies, adopred by the Group.

284, Transactions with non-controlling interest

Non-controlling transacuons are treated by the Group as transactions with entties owning the equity
struments of the Group, The results of sales of the parent’s shares, without loss of control, 1o non-contolling
witereats are not teeated as components of the Group's cucrent profit or loss but as movements, and are
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recopnised directly in equity = typically to the “retained earntings” teserve component. Any difference berween
the amount paid in purchases of the parent, without acquinng control over additonal shares of the participation
of sharcholders in non-controlling interests, and the respectively acquired share of the book value of the net
assets of the subsidiary 1s recognised directly in the Consolidated Statement of Equty — typically in the “retained
earmings”’ reserve component, When the Group censes o have control - joint eontol and atgrificant influence
— a1y remaining minoty investment as a share of the respective entity’s capital is remeasured at fair value and
the difference to carrying amouit 18 recognised in the current year's profit or loss, and respectively all amounts
previously recognised in other components of comprehensive income are accounted for in the same way as in
the case of direct r.iinpu:ml transactions of all components, related with the tnital investment (subsidiary, joint
venlure or associate),

295 Conpsolldation of agsoclates and joini veniures

The equity method 1s apphed for the melusion of associates and joint ventures in the consolidated financial
statements, According 1o the equity method, the parent’s investment 1s inttially recognised at aequisition cost
(cost) and is subsequently remensured to reflect changes in the investor’s share (in particular the parent) of the
net assets of associntes and joint ventures after the acquisition, The Group's investment in associates and joint
ventures also includes goodwill, identified upon their acquisition and net of any recognised impairments.

The Group's profit or loss after acquisition of associates and joint ventures (by the parent) for the reporting
period represents its share of their net financial results from their economic acuvity for that period (after tax),
and this share 15 recogmised and presented in a separate line in the Consolidated Statement of Comprehensive
[ncome, Similaly, the Group’s share in changes of other components of the comprehensive income of
pssocites and joint ventures (entnes) after acquisiton is also recogmsed and prrzn:mmd ag a1 movement in the
other components of compiehensive income in the Consolidated Statement of Comprehensive Income, and
respeetively the Group's consolidated reserves in the Statement of Changes in Equity, The Group recognises
irs share of losses of assocmtes and joint ventures o the amount of 1ts investment, ncluding the internally
pranted loans to them, unless the Group has assumed certain obhigations or payments on behalf of the associate
or joint veniure.

Internal accounts between the Group and the associates, and joint ventures, are not eliminated. Unrealised gains
orf losses on transactions berween them are eliminated to the percentage of the group interest in assocites and
joint ventures, and in the event of losses — impatrment reviews are performed oo, The deferred mx effect in
such consolidation procedures is also accounted for.

2.10. Current and non-curreni asseis and liabilities
210.1. Current and non=current agsets

The Group classifies an asset as current, when it sansfies any of the following cntena:

The Gmup EXpects to realise the asset, or intends to sell or consume 1, in 168 normal upm'nting cycle;
= The Group holds the asset primarily for the purpose of teading;

= The Group expects to realise the asset within twelve months after the reporting penod; or

= The nsset 15 cash or cash L':Im'rulunlu (ns defined under [FRS 7), unless the assei s restricted from h\citig
exchanged, or used 1o settle a lability, for at least twelve months after the reporting period.

An asser i elassified a8 non-eurrent, unless it sansfies the erieria for u]:uy.ifying I Q8 current
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210.2. Current and non=current Habilitfes

A hability 15 classified as current when it sansfies any of the following critenn:
- ']']w G!‘Hllp l;xpl,:r.‘tn iy sl.'lﬂe l'hi: unl:li]ii')‘ in it m:tmlll ujrh:l.'ulir".;|l :)'L‘h':
= The Group holds the liability primarily for the purpose of tading:
= The liability i due to be settled within twelve months after the reporting penod; or
= The Group does not have unconditonal rights to defer the settlements of the liability for ar least twelve
manths after the reporting period.

Liabilities are classified as non-current, unless such ﬁntiﬂt‘y the criteria to be clagsified as current.

Liabilites are classified as current when they are due to be settled within twelve months after the reportng
pertod even if the orginal term was for a period longer than twelve months and an agreement to refinance, or
teachedule payments, on o long-term basis, 15 concluded after the reporting period and before the finaneial
statements are authorised for issue,

211, Property, plant and equipment

The property, plant and equipment of the entity include assets that satisfy the recopnition criteria of IAS 16 and
have an acquisiion cost equal to, or higher than, BGN 700.00, Tn compliance with the accounting policies
adopted, nssets that have an acquisition cost less than the above stated, are recognised as current expense in the
period of acquisition. On acquisiion, each item of property, plant and equipment is measured at its acquisition
cost, as derermined in compliance with the requirements of [AS 16,

The Group has adopted the policy to recognise each item of Property, plant and equipment in accordance with
IAS 16, at acquisition eoat less the accumulated depreciaton and accumulated impatrment losses,

Property, machines, plant and equpment are imtally measured at cost, compnsing their purchase price,
including all duties ane non-refundable purchase taxes, as well as any cost directly attributable to bnnging the
asgel 1o its intended use,

Subsequent costs, relating to an item of property, plant and equipment, are recognised as an increase in the
carrying amount of the asset, if the recognition prnciple under TAS 16 has been applied and when it is probable
that economic benefits, exceeding the initially estimated standard effectiveness of an existing azset, will flow 1o
the Group,

Expenses for the day-to-day “repairs and mantenance” of property, plant and equipment are recognised in

profit or loss, as mcurred.

Property, plant and equipment are depreciated on the straight-line method, over their expected useful life, and
their depreciable amount is systematically allocated over it (i.e. useful life), Accrued depreciation is recognised
as an expense and decrenses the carrying amount of the pssets, The average useful life, in years, of the mun
Eru’upn ol non-current mnﬂihle assers is a8 follows:

Group Year
Buildings 50
Plant 25
Muchines, production equipment and facilities 10—20

-:l"l'um[:lul'l vehicles, excluding cars 15
Motar vehicles (cars) 71
All other depreciible assets 7
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Depieciation beging when the propeity, plant and equipment are available for use, in the location and condition,
necessary for it to be capable of operating, in the manner intended by Management.

Dcprenim:iuu of nusets cended at the earlier of the rwo dates:

- The date that the assets are classified as “held for sale” in accordance with [FRS 5; and
= The date that the assets are derecognised.

Depreciation does not cense when the asset becomes idle or is retred from active use.

The residual value and the useful life of an asser is reviewed ar each financial year-end, and if expecrations differ
from previous estimates, the chanpes are accounted for prospectively as a change in the accounting esamates,
in accordance with IAS 8 Accounting Policies, Changes in Accounting Estumates and Errors,

The carrying amount of an item of property, plant and equipment 14 derecognised on disposal or when no future
cconomic benefits are expected from the asset’s use or disposal;

When in the course of its ordinary acavities, the Group rouunely sells property, plant anl equipment that it has
held for rentals 1o others, it tansfers these assers o mventories, at their carrying amount, when they cease to
be rented and become “held for sale”, IFRS 5 does not apply when assets that are held for sale in the ordinary
course of activities are transferred to inventaries. In accordance with IFRS 15 "Revenue from Contracts with
Customers", proceeds from the sale of such assets are recognised as revenue when the customer receives control
over them, and the performance obligntion is thereby satisfied.

Gauns or losses, ansing from derecognition of an item of property, plant and equipment are included in profit
or loss when the item is derecognised, unless TAS 17 requires otherwise on o sale and leaseback. Gains or losses,
urining from Llcrl:t:('ngn.il'.iun of an iem nfpmr.u.'rt}', plun[ or uqu.i[:uﬂunl:, are determined as the dilference of the
net disposal proceeds, if any, and the carrying amount of the asset. The result (gain or loss) s presented at its
net amount under “"Other revenue” in the Income Statement.

The capitalised costs of nequining such assets, and the advance payments made in this respeet, are recognised in
Property, plant and equipment.

212, Investment property

In comphance with 1AS 40, land and / or buddings, and / or parts of buldings, held manly wath the purpose
to earn rentals or for capital appreciation, or both, are recognised s investment property. A property that is
being constructed or developed for future use as an investment property is also recognised as investment

property.

An imvestment property 1s n:i_'ugniﬂm] as an asset when, and uu])' when i1 I:ruhnh]l: that the future economic
bienefits that are associated with it will flow o the group and the acqusinon cost ol the investment property
can be mensured reliably.

Transfers to, or from an nvestment property shall be made when, and only when, there i a change in use,
evidenced by:
. Commencement of OWNEr-0CCUpalion - for transfers from investment property to owner-occupicd
property;
Commencement of development with a view to sale = for tansfers from wvestment property to
Hventores;
- End of owner-occupation — for transfers from owner-occupied property to investment property; or
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- Comimencement of an opemting lease to another party — for transfers from inventories to nvestment
property.

In compliance with LAS 40, investment property 15 initially measured at cost, which includes and the transaction
costs related to the acquisition.

After initnl recognition, investment property 15 cartied on the cost model — at acquisition cost less all
accumulated depreciation and impairment losses, in compliance with the requirements of IAS 16 for this model,

Investment property s deprecinted on the straight-line method, over its esumated useful life, and the depreciable
amount is systematieally alloeared over it (Le. useful life). Accrued depreciation i recognised as an expense and
decrenses the carrying amount of investment property. The average useful life, in years, of investment praperty
is:

Group Year

Hmldinﬁn 500

Investment praperty is derecognised on retirement (disposal or by entering into a finance lease) or when the
investment property is permanently withdrawn from use and no future economic benefits are expected from its
disposal. Proceeds from sales of such assets are recognised as revenue in accordance with [FRS 15 - Revenue
from Conteacts wath Customers when the customer gaing control over those assets and the performance
obligation is thereby sansfied. TAS 17 applies to disposals effected by entering into o finance lease or into o sale
and leaseback.

Gaing or losses arsing from the retirement or disposal of investment property are determined as the difference
between the net disposal proceeds and the carrying amount of the asset, and are recognised in prafit or loss for
the period and are presented at their net amounts in the Income Statement, under “Other revenue”, unless TAS
17 requires otherwise on a sale and lenseback.

2.13.  Intangible assets

The Group recognises the identifinble non-monetary assets, without physical substance, as intangible assets,
when they meet the definition of intangible assers and the recogninon critera under TAS 38,

An intangible asset is recognised if, and only ifit is probable that the expected future economic benefits that are
attributable to the assei will Now o the group and the cost of the asser can be mensured El’:ul.l.hl:f.

Intangible assets are initially measured at cost (Le. acquisiion cost).

The cost of a separitely acquired intangible azset i3 determined in conformance with TAS 38 and comprises s
purchase prce, import duties and nom-refundable purchase taxes, after deducting trade diseounts and rebates,
and any directly atributable cost of preparing the asser for s intended use,

In comphance with 1AS 38, the scquisinon cost of an internally generated mrangible asser 12 the cost of thar
asset, comprsed of the sum of expenditure incurted as of the date when the intangible nsset st met the
recognition criteri.

After initial recopmition, intangible assets are carried at their aequizinon cost less any accumulated amortisation
anl m\y :qx_-mlmulnrt:d i:?l';puirnlt':ni levgses,

The Group assesses whether the useful life of an intangible asset 15 finite or indefinite and if finite — the length
of, ar the number of production or similar umits, constituting that useful life.

An intungible asset is regarded a8 having an indefinite useful life when, based on an analysis of all of relevant
factors, there 15 no foreseeable hmir ro the peniod over which the asser 1s expecred o generate ner cash inflows
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for the entity, Intangible assets with finite useful life are smortised, while those with indefinite useful life are
not.

Intangible assets that are subject to amortisation are amortised on the steaight ine method, over their estimated
useful life, and the depreciable amount is systematically allocated over it (Le. vseful life). Acerued amortisation
is recognised as expense and decreases the carrying amount ofintangible assets, The average useful life, in years,
of the main groups of non-current intangible assets is as follows:

Group Years
Computers, perpheral devices, sofrwure 5

All other asaets, subject 1o amortisation 7

Assers with finire useful life As per contract

Amaortisation begins when the asset s available for use, Le. when it is in the location and condition, necessary
for it to be capable of operating in the manner intended by Management.

Amortization censzes at the earlier oF

- The date that the asset i# elassified as “held for sale” (or 11 i3 ineluded in a disposal group thar is elassified as
“held for sale™) in accordance with [FRS 5; and
The date that the asset is derecognised.

Intangible assets are derecognised on disposal / sale, or when they are permanently withdmwn from vse and no
future economic benefits are from their disposal. Proceeds from the sale of such nssets are recopnised as revenue
in nccordance with [FRS 15 - Revenue from Contracts with Customers when the customer receives control
over those assets, and the performance obligation is thereby satisfied. TAS 17 applies 1o disposals by entering
into o finance lease or a sale and leascback,

Gaung or losses ansing from the retirement or disposal of an intangible asset, are determined as the difference
between the net disposal proceeds and the r_':nrr}'iug amount of the asset, and are recognised in profit or loss for
the period and are presented ar their net amounts in the Income Statement, under “"Orher tevenue”, unless [AS
17 requires otherwise on a sale and leaseback.

214.  Impairment of non-current asscis

In conformance with the requirements of TAS 36, an assessment is conducted at the end of each reporting
period, on whether there are any indicauons thar the value of a non-current asser, classified as Property, plant
and equipment, 45 Investment property, as Intangible assets or as Investments in subsidiaries, associates and
joint ventures mny hie irn[mlrcd_ I any such indientions exist, the recoverable namount of the asset v estumated
and the impu.irmcm loass s determined.

The amount by which the carrying amount exceeds the recoverable amount 18 recognised as imparment loss,
Recoverable amount is the higher of the net selling price and the value i use,

For the purpose of determining impurment, the Group's assers are grouped into the smallesr idennfiable group
of assets for which cash ows can be distnguished - a cash-generating unit,

215,  Goodwill

Goodwill represents the excess of the acquisition cost (the consideration pad) over the fair value of the group’s
share of the net identifiable assets of the aequiree at the acquisiion date (business combination), In the
consolidated financial sttements, goodwill is ininally measured ar acquisition cost (cosr) and subsequently at
cost less accumulated impatrment losses, Reputation is not amortised.
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Goodwill arising on the aequisition of & subsidiary 18 presented in the Consolidated Statement of Finaneal
Position in a separate line, and goodwill ansing from the acquisinon of joint ventures and associates (entities) 1s
incorporated in the wtal cost of the investment and 15 included in the “investments in joint ventures” group or
the “investments in associates”, r.'t.:ﬁpcl:ti\u'd}'.

Goodwill on the acquisition of joint ventures and associates (entities) 4 tested as part of the total balance (value)
of the investment. Separately recognised goodwill on the acquisition of subsidiaries (entities) 15 tested for
impairment ai least annually. Impurment losses on goodwill are not reversed subsequently, Guns or losses on
sale (disposal) of a subsidiary (enuty) by the Group also include the carrying amount of the goodwill, dedueted
for the company (entity) being sold (disposed),

Any recognised poodwill is identfied as being attmbutable 1o 4 cash-generating unit when a business
combination s realised and that v 15 applied durtng impaement eaes, In determining cash-generating units,
consideration i gven to the units from which future economic benefits were expected on acquisition of the
business combination and in respect of which the goodwill had ansen.

Imparment losses on goodwill are recognised in the Consolidated Statement of Comprehensive Income (in
profit or loss for the year) under “impairment of assets”,

2.16.  Inventorics

Inventones are assets:
- Held for sale in the nrdinar:,' course of business (cnmmud.ir,inn, grmdn):
- In the process of production for such a sale (work in progress);
- loventones, consumed in the production process or in the rendenng of services (matenals, raw
materils),

The cost of inventories comprises all costs of purchase, costs of conversion and other costs incurred in bringing
the inventores to thewr present location and eondinon.

The cost of purchase of inventories comprises the purchase price, import duties and other non-recoverable
taxes, transport and others costs, directly attmbutable to the aequisition of Anished goods, matenals and services,
Trade discounts, rebates and other similar items are dedueted in determining the costs of purchase.

Inventories are included in the cost of the rendered services 1o the extent that such are consumed in the
provision of services. These costs consist primanly of labour and other costs, incurred in respect of the
personnel, directly engaged in providing the serviee, ineluding supervisory personnel, and the attributable
overheads, Labour and other costs, telating to the sales and the peneral administeative personnel are not
included, but rather are recognised as expenses in the peniod in which they are incurred,

[nventories are measured at the lower of cost and net realisable value. Net realisable value is the estimated selling
price in the ordinary course of business less the esumared costs of mmlalnr.um and the esumated eosrs NECessary
tia rl‘mltr.' l'lir: mlc.

Impairment losses are recogmised whenever the carrying amount of an item of inventones exceeds its
recoverable value, Impairment loases are rucugrﬂucd in the Ineome Sutement. The cost ol consumption /
derecognition is determined using the "average weighted” method.

Some inventories may be allocated to other asset accounts, for example inventories used as a component of
self-constructed property, plant or equipment. Inventories, allocated to another asset, are recogmsed ns an
expense over the useful life of that asser.
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2.17.  Aasasets held for sale

In comphance with [FRS 5, non-current assets are classibied as assers held tor sale of their earmving amount will
b recovered pn&im-_ipully througlh a sale transacton rather than thrt.;ugh CONLURLUNE Lse.

Assets held for sale are carnied ar the lower of their carrying amount and their fair value less costs o sell.
Impairment losd is recognised for any inital or subsequent write-down of the asser held for sale

In comphance with IAS 36 and [FRS 5, gains from any subsequent increase in fir value less costs of sale of
assets that are held for sale are recognised to the cumulative impairment loss accrued i respect of that asset,

2,18,  Financial instruments

Financial instrument is any contract that gives rise (o a financial psaet of the Group and a financial linbility, ot
an equity instrument, of another entity, or vice versa,

Finnncil asset s any asset that 18: cash, an equity nstrument of another entity, o contractual nght to receive
cush or other financial assets from another entity, or to exchange financial instruments with another entity under
conditions that are potentially favourable to the group, or a contract that will be serted in the Group's own
equity instruments and is 8 non-denvative for which the group s, or may be obliged, to receive a varable number
ofits own equity instruments, or o dervanve that will, or may be, sertded hy the exchunge of a fixed amount of
ensh, or another finaneial asser, for a Axed number of the group’s own equity instruments,

Financial liability is any liability that is: a contractual obligation to deliver cash or another financial asset o
another entity, or to exchange finaneial ingtruments with another entity under conditions that are potentially
unfavourable to the group, or a conteact that will be settled in the issuer's own ejuity instruments and 15 a non-
detivative for which the Group i, or inay be, obliged to deliver a varable number of its equity istruments, or
a denvative that will, or may be, setiled other than by the exchange of a fixed amount of cash, or another
financial assets, for a fixed amount of the l':l'll.il‘}"l own r.'quil'}' s truments.

2181, Financial nssets
21811 Recognition and classification of financial assets

The Group recognises a financal asset i its financial stutements when, and only when, the group becomes a
patty to the contmetual provisions of the instrument.

The Group classifies financial assets in the following categones: “financial assets subsequently measured at
amortised cost™, “Ananeial nssets subsequently mensured at fair value through other comprehiensive income” or
“financial nssets subsequently measured ar fair value through profic or loss”, as appropriate in compliance with
the contractual terms of the instruments and the Group’s business models, estmblished in accordance with [FRS
9. The classification is in accordance with the nature and purpose of financial assets at their acquisition date.

In case of ordinary purchases and :ml-us, finaneinl tnstruments are rm:ugniuud and derecognised on 1 "oansacton
date” basis, The Group consistently applies the method o all wansactions with financial assets under all
categones, Two additonal categones are defined for the purpose: “financial assets designated as measured at
fair value through profit or loss” separately from those for which this method is mandatory, and “investments
m l,"l.'ll.lﬂ'}' msiruments mensured at fuir value I:]m'luld'l other I:tll']‘lprl.‘]‘lfl‘l!il\"l: mcome, carried ]J}' upl‘iun", :u.-pnmlr_'ly
fram those that are compulsorily measured under this model.
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218.1.2,  Initial recognition

Except for trade recervables, at minal recopmuon all financial assets ave measured at thew fure value, plus the
direct transaction costs if they are not measured at Fair value through profit or less — when such aie inil:i;u]y
recognited net of transaction costs, Trade receivables that do not contain a significant financing component
and for which the Group applics the practically expedient measure under [FRS 15 are initially measured at the
transaction price in accordance with [FRS 15. For all other financial assets, acquired under market conditions,
the Group also adopts the respectve tansaction price as the best evidence of their fur value upon il
ru:ugnirjl'ln, When the two values differ, instruments witl quulr.'L'I pritr:.-. or relevant observable data are
mensured at fair value and the exeess / delieit o the transaction price i recognised in pml’il or loss, and all
others measured at [air value — adjusted to defer the difference, recopnised to the extent of a change in a factor,
which the market participants would take into account.

2.18.1.3,  Subsequent measurement and presentation

For the purpose of subsequent mensurement and pregentation, financial assets are classified in one of the
following three categories: “financial assets measured at amortised cost”, “financial assets measured at far value
through other comprehensive income™ or "*financial assets measured at fair value before profit or loss™.

i.  Financial assets at amoriised cost

The Group measures its financial assets at amortised cost when they are held within a business model whose
primary objective is to hold financial assets in order to collect contractual cash flows that are solely payments
of prncipal and interest on the principal amount outstanding,

These financial assets include: cash and cash equivalents, trade recetvables, loans receivable, receivables earned
through cessions, trade receivables and other receivables where the entity has become a party to a contract or
arrangement and which should be sertled 1 net eash.

Subsequent measurement s carrled out using the “effective interest” method under which interest revenue is
calculated by applying the effective interest rate to the gross carrying amount of the instruments, The credit-
adpsted effecuve nterest rate and the effective nterest rate at the amortsed cost of the asset are applied for
purchased or ongnated creditimpaired assets and those which subsequently have become creditampaired
financial assets, ruaprcu'\'c]y.

Interest is not accrued for trade and other recervables overdue up to 3 months, Financial assets under this
category are subject to imparment review at the date of each set of Gnancial statements of the Group, Changes
are reflected I:u‘uﬁl or lous,

1. Financiul assers at fafr value through other comprehensive income

The Group measures its financial assets at fair value though other comprehensive income when these financial
assefs are held within o business madel whose objectve is achieved both by collectung contractual cash flows
that are solely payments of principal and interest on the principal amount outstanding and selling those financial
fssels,

The Group applies the exemptions under IFR5 9 for equity instruments that are not held for trading, but would
otherwise be measured at fair value through profit or loss, making an irrecoverable election at inital recognition
for partucular investments in such instruments to be measured ar far value through other comprehensive
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income. Such fnancml assets are disclosed i the notes o the finaneial sitements, separately from other
inatruments that ate required 1o be measured by using this model.

Financial assets under this category include: equity instruments, representing minonty shares that are not held
for teading and for which the Group has made an ierecoverable election at inital recognition 1o be subsequently
measured at fur value through other comprehensive income.

Thus category of instruments 13 subsequently measured at Gur value and changes are recogmsed in other
comprehensive income. Far value is determined on the basis of quoted prices in an active market, and in the
absence of such a market - fair value is determined based on valuation technigues, usually discounted cash flow
analysis. [n the absence of quoted prices for equity mstruments, classified as measured ar far value through
other comprehensive income, their acquisition cost is used to determine the fair value when this is appropnate
under [FRS 9; usually there 18 no available up-to-date information and / or o wide range of possible evaluntions
under certain circumstances are available,

Financial assets in s category, held for the purpose of both collecting contractual cash flows that are solely
payments of principal and interest on the principal and selling those assets, are subject o impairment review at
the date of ench of finoncial statements of the Group. Differences are recognised in pmﬁ[ or loss and the
impairment losses are presented in other comprehensive income, without reducing the value of the assets in the
Sritemnent of Financial Position,

iil.  Financial assets at fair value though profit or loss

The Group mensures all fnaneial assets at fair value through profit or loss, other than those financial assets
mensured at amortised cost or at fair value through other comprehensive income.

The Gl'r_lup may nppl}' the r.-.xcmptiunu under IFRS 9 and at tmnal ru:r_‘uguil.ir:ln i::ru-.'n:nhly dl:!iignllll’.‘ a fnanenl
nsset as mensured at fair value though profi or loss, including contracts for delivery of non-financial assers, if
doing so it eliminates or significantly reduces the financial asset’s measurement or recognition inconsistency that
wotild otherwise arise from recopnising results and changes on different bases. Such financial assets are disclosed
in the notes to the financial statements, separately from the other instruments for which this measurement
up'ru;mu;.h is mandatory.

Finaneial assets in this eategory include: equity and debt instruments of issuer companies, traded on an active
market,

Financial assets in this eategory are presented at faie value in the Statement of Finaneinl Posinon, and changes
are recognised i profit or loss,

iv. Composition of the financial assets

The financial assets of the Group at the end of the reporting period include:
= Cash and loans granted, receivables earned through cessions, trade and other recervables, elassified as

“financial assets ai amortised cost™; and
= BEquity instruments, classified as “Anancinl assets at fair value through other compiehensive income”.
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218.14.  Impairment of financial instruments

The Group measures and recognises loss allowances for expected eredit losses and credit impawrments for
financial assets measured it amortised cost, debt nstruments mensured at fur value through other
comprehiensive income, assets under contract with customers and finaneial guaranitee contracts,

The Group recognises the amount of expected credit loss (CL), or reversal, as an impairment gain or loss,
ECLs are the present value of the eash shortfalls for the expected duration of the mstrument, whiehi 15 the
tifference between all contractual cash fows that are due to an entity i aceordance with a contract and all the
cish flowa that the entity expects (o receive, discounted at the original effective interest rate, its estimated value
or the current interest rate, as appropriate, according to the contracrual rerms and the rype of the instrument.
Expected cash flows also include the cash Aows that the entity expects to recetve from the sale of collateral held
or other credit enhancements that are mtegral to the contractual terms,

[mpairment and loss allowances on financial instruments are recognised in three stages — in the Orst two stages
a8 expected credit losses for losses that may result from default events, and w the third stage as a credit
impairment (loss allowance), for which there 15 objectve evidence ol impuirment, as a result of potental or
actual defaults of the instrumenis.

Expected credit losses for exposures for which there have not been significant increases in credit sk since
mitial recognition are recognised as credit losses that may result from default events within the next 12 months,
For credit exposures for which there 15 o significant inerease in erecht nsk since imal recogmnon, the expected
credit losses nre recopnised in respect of losses that may arise over the entire lifenme of the instrument.

At year-end, the Group assesses whether the credit nsk of financial nstruments has changed significantly since
initial recognition, considering all rensonable and supportable information that is available without undue cost
or effort. In such an assessment, the f'rrl:mr.l olserves the internal eredit hlﬂng of the borrower, the modification
and / or restructuring on this or other instruments of the borrower, as well as objective external factors which,
at the discretion of the Group, may have an impact on receivables on an individual or collective basis, In
acdition, the Group assesses whether there is o significant increase in eredit nsk when the contractual payments
are overdue From more than 30 dﬂ)‘u.

The Group regards a financial instrument as a defaulted financial instrument when the contractual payments
are more than 90 days past due, Mlowever, in certain cases, a linancial asset may be regarded as a defaulted
financial asset when internal or external informanon provides an indication that it 1w unlikely that the Group will
receive the full amount of the outstinding considerations under the contimet, before tmking into account any
credit enhancements held by it Financial assers are derecognised when there 1s no reasonable expectation that
the contractual cash flows shall be collected,

The Group applies a !til‘r'l.{‘.l].’lﬁl.'d nppl‘mlch. in aecordanee with IFRS 9, for trade receivables or eontraet assets
that result from transactions that are within the scope of [FRS 15 and that do not contain a significant financing
component, or when the Group applies the practically expechent measure under IFRS 15, measuting loss
allowance at an amount equal to lifeime ECLs for the mstrument at each reporting date. For the purpose,
practically expedient mensure under TFRS 9 has been used and a provision matrix has been created to measure
the uxpucl:d credit losses on tade recewvables and assers under conteaets with customers, Receivables are
classified in artears and are grouped by tvpe and eustomer segments with different eredit loss models,

The Group uses its listoncal credit loss expenence for trace receivables and contract assets as output data to
estimate the expected eredit losses. The historieal data used is for periods of 3 to 5 years back, grouped by type
and the respective customer segment models, and adjusted by forecast of future economic condinons.

Trade recetvables and contract (with customers) assets are non-interest-bearing and are usually settled: between
60 and 180 days, and between 180 and 360 days, respectively. The Group considers o trade receivable or a
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contract (with customers) asset as defaulied when such are past due for more than 360 days and more than 540
days, respectively, However, in specific cases, a receivable or a contraet (with customers) asset may be considered
ne defaulted if the mternal or external informanon demonsteates that it 1s unlikely that the Group will recerve
the full amount of the contracual consideratons, Additdonally, the Group considers all reasonable and
supportable mnformation, available without undue cost or effort, 10 clhiminate the possibility of unrelinble
presentation of eredit rsk on individual or collective basis,

With regards o bank deposits and eurrent aceounts — the Group defines ECLs as a basis for the official external
ratings, published by financial insututions, analogous 1o and in line with the general model for imparment of
financial assets, apainst changes in the instruments’ credit nsk,

[mpairment gains (reversal) and losses, including provisions for expected credir losses and credit impairments,
are recognised in profit or loss, and the adjustment for the impawrment of debt instruments, accounted for under
the FVOCT (Fait Value through Other Comprehensive Income), is presented in other comprehensive income
and does not reduce the carrying amount of the instrument.

218,15, Derccognition, gains and losses

Finaneial assets are derecognised when the contractual rights to receive cash flows have expired or have been
transferred and the Group has transferred substannally all nsks and rewards of ownership, the latter being
subject to evaluation,

[f the Group retains the rghts to receive cash flows from a financial asset, but the Group assumes an obligaton
to pay cash flows to end recipients without material delay, the financial asset is derecognised provided that the
Group has no obligaton o pay amounts to the end recipients unless 1t collects the equivalent amounts and it
cannot sell or pledge the onginal asset, exeept as g collateral in their fvour under this ebligation.

If the Group neither transfers nor retains substanually all the nsks and rewards of ownership of a financial asser,
the Group determines whether it has retnined control of the financial aszer. If the Group has not retuned
control, the Gmuln dc:u:(lgni:\cs the fnaneial nsset and rcL"t'hgniuL'!i nepnrmnly as nssets or habilines any rtgh 12
and obligations ereated or remined in the transfer. If the Group has retuned control, the financial asset s
recopgnised to the extent to which the Group has continuing involvement in it,

The result from the derecognition of a financial asset, representing the difference berween the considerntion
received and its earrying amount at the date of derecognition, is recognised net in proft or loss in “Finance
income / cost” in the Income Statement,

When financial assets measured at fur value through other comprehensive ncome, for which this model 1=
rl,]'lplied, are derecogmsed, the cumulative puns or logses, previously recogrsed i other compreliensve income,
are reclassified to profit or loss. When assets measured at fair value through other comprehensive income are
derecognised, the cumulative gaing and losses on such are tansferred to retained earnings, within equity,

The Gmup l'ct:ngniﬂcs dividends from fnancial assets in 1‘.!1‘1.1[‘_1[ of loss in its Ananeial statements whien the
Group's right to receive payment of the dividend 1s established, it is probable that the economic benefits
assoeiated with the dividend will flow to the Group and the amount of the dividend can be measured reliably.

2182 Financial lfabilities
2.18.2.1. Recognition and classification

The Group recognises a financial liability in s financial statements when it becomes party 1o the contractual
provisions of the financial instrument.
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The Group classifies financial liabilities in the following categores in accordance with their subsequent
measurement: “financial hiabilites, subsequently mensured at amortised cost”, “Anancial puaraniee contracts”,
“financial habilines at fadr value through profit or loss”, “habilines that atse when o tansfer of o financial asset
does not qualify for derecognition or when the conunuing involvement approach applies” and “commitments

to provide a loan ar a below-marker interest rare”,

218.2.2,  Initial recognition

At mitial recognition, all financial liabilines are measured ar their farr value less the direct transacton costs and
in cases of financial labilities not ar fair value though profit or loss — when are initally recognised at fair value
thorough profit or loss. At initial recognition, the Group accepts the respective transaction price as best evidence

of the fair value of all financial habihtes, acquired in market condhiong, When there 15 o difference between the
two amounts, instruments with quoted prces or relevant observable data are measured at fair value, and the

difference 1o the transaction price 8 recognised in profit or loss, and for all other eases — ar fair value, adjusted
to differ the difference that is recognised to the extent of a change in a factor that market participants would
take into account.

21823, Subsequent measurement

For the purpose of subsequent measurement and disclosure, financial labilities are classified in one of the
following five categones: “financial linhihties, subsequently measured ar amortised cost™, “financial guarantee
contracts”, “financial liabilites at fair value through profit or loss”, “labilities that arise when a transfer of a
financial asset does not quul.ify for derecognition or when the continuing involvement approach applies™ and

“eammitments to provide a loan at a below-market interest rate”,

I Financial linbilities ar amoriised cost

The Group measures financial linbilines at amortised cost when they do not necessanly Fall within any of the
other categories, provided for under IFRS 9, and when, at initial recogmuon, the Group does not apply the
exception to irrevocably designate o financial liability as measured ar fair value through profit and loss under the
conchitons of [FRS 9,

“Financial habilities measured at amortised cost” inelude borrowings, trade payables and other payables under
which the entity has beeame party to a contract or a commitment, and which should be settled in net eash.

Subsequent measurement is carried out using the “effective interest rate” method. Amortised cost is calculated
hy ul.king into aecount any dircounts or prumiums: on |||:L]Llinil'il:|l1. ak well as any fees or costu that are an imcg‘m]
purt of the effecuve interest rate.

11, Finuncial guarantee contraces

The Group measures financial habilines as financial guarantee contracts when they sausfy the entena 1w be
measured as such, namely: when the Group has assumed an obligation o make payments on a given financial
instrument only in the event of a default by the debtor in accordanee with the terms of the instrument that is
puiranteed.

“Financial puarantee contacts™ include: puarantee contracty, concluded wath banks, for loans granted to related
parties, avalised promissory notes,
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Financial guarantee conteacts are subsequently measured at the lugher of the amount of the loss allowance,
determined in a similar maoner gz o fnaneial assel mensured ot amortised cost in accordanee with the
“Impairment of financial instruments” section and the amount initally recognised less, when appropriate, the
cumulative amount of income recognised in accordance with the principles of [FRS 15,

i, Financial iabilities, mensured at fair value through profit or loss

Financial liabilies at fair value through profit or loss include finaneial liabilines held for tading and financial
liabilities designated, at imitial recognition, as financial liabilities at fair value through profic or loss. Finaneal
liabilities are classified as held for tading if they have been acquired principally for the purpose of repurchasing
them in the near term. Financial linbilities designated, upon initial recognition, ax financial liabilities at fair value
through profit or loss are determined as such at the date of the mitial recogrution only if the eriterin under [FRS
9 have been met.

iv.  Liabilities that arise when a transfer of a financial asset does not qualify for derecognition or
when the continuing involvemenr approach applies

The Group recognises financial habilities in this category if o transfer of o finaneial asset does not qualify in
derecognition or when the Group neither transfers nor it retains substantially all the nsks and rewards of
nwnq.rnhjp and the conbnued involvement :lppnmth i% uppliq.cl.

The Group mensures financial labilities in this category ai the amount of the consideration receved if the
financial asset is not derecognised, and atamortised cost, or fair value, of the rghts and obligations — depending
on how a financial asset with continumg nvolvement 1s measured when the cononung involvement approach
i1 applied.

V. Commitments to provide loans at below-muarket interest rate

The Group measures financial liabilities as commitments to provide a loan at below-market interest mte when
they satisfy the respective entena = the Group to have assumed a commitment for such an instrument,

Commitments to provide a loan below-market interest rate are subsequently measured at the higher of the
amount of the loss allowance, determined in a similar manner as a fnancial asset measured at amortsed cost
accordance with the “Imparment of fAnancial mstruments” section and the amount ininally recognised less,
where appropriate, the cumulative amount of income recognised in accordanee with the prineiples of IFRS 15.

vi,  Compaosition of the financial linbilities

The financial Liubilities of the entity at the end of the reporting period include:
= Loans obtained, trade and other payables at amortised cost; and
= Financial guarantee conteacts, issued to related partes, in favour of commereinl banks.

218.24.  Derecognition, gains and losses

A financal ].iﬂhilil}' 1% Llurcr_'ngninud when the uhlignlinn T r.lim:h[lrgcd or canecelled or ::xpin.'.::. When an cxjsl:i!rlyl
financial labiliry 18 exchanged with a new financial hability from the same borrower, under substanually different
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terms, or when the teims of an existing liability are substantally modified, this exchange or modification is
accounted for as an extinguishment of the original liability and a recogninion of a new Lability.

The difference between the carrving amount of a financial hability extinpuished or transferred (o another party,
and the consideranon pud, including any non-cash assers transferted or liabilities assumed, are recngm'sm:l in
profit or loss,

219, Cash and cash equivalents

Cash and cash equivalents include cash in hand and demand deposits, denominated 1 Bulganan Leva (BGN)
and foreign currency respectively.

Cash equivalents are current, highly liquid investments that are readily convertible to specific cash amounts and
contain insignificant nsk of chanpes in their value,

The Group has adopred the policy 1o earry short-term deposits as cash and cash equivalents — namely, deposits
with maturity up to 3 months. The accrued, yet not received at year-end interest on those deposits are presented
also as cash and cash equivalents in the Statement of Financial Position.

The Group acerues and recognises losses for expected credit losses and credit impairments of bank deposits
and current accounts in accordance with the adopred policies and the models for impairment of financil
instrnments.

Additionally, a reconetliation of the balances in the Statement of Financial Posidon and the Cash Flow Sttement
is disclosed in the notes to the Financial Statements.,

2.20.  Equity and reserves

The equity of the Group is comprised of share capital, share premiums, translation reserves, general and other
reserves, and financial resulr.

2.20.1. Share capital

The share eapital of the Group includes:
= Registered eapital — presented at nominal value in accordance with the court’s decision for the
registration of Trace Group Haold PLC, distributed among 24 200 000 shares with a nominal value of
BGHN 1 each; and
= Repurchased wreasury shares — presented at their acquisition cost,

IF the Group re-purchases its own equity instruments, those inatruments (rupmchnnnd Lreasury ﬂuuus) nre
deducted from equity. Neither profir, nor loss on the purchase, sale, 1ssue or cancellanon of the equity
instruments of Trace Group Hold PLC is recagnised. The considerntion paid, or received, is recognised directly
in equity capital.

When issuing or acquiring its own equity instruments, the Group incurs various expenses, Typically, such
expenses include registration and other statutory fees, legal charges, accounting and other professional
consulting charges and other simular. In a capital transaction, the transacnon costs are accounted s a reduction
in equity (net of any preferences associated with income tax) to the extent to which such are addinonal costs,
direetly related to the capital transaction, which would otherwise have been avoided, The cost relared with a
capital transaction, which was teeminated without completion, are recognised as an expense.
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2.20.2. Share premium

Share premium was formed on the initial public offering of the shares of the Group in 2007 as a difference
berween the 1ssuing value and the nominal value, less costs to repurchase treasury shares in subsequent penods,

2.20.3. Translation reserves

The Group has established and registered branches in the Republic of Serbia, the Czech Republic, North
Macedonia, the Sultanate of Oman, Germany, Qatar and Ukraine, and their financial position and operating
results are presented in the financial statements by translating those from functional to presentaton currency.

The local currency of the branches is adopted to be their functional currency to the extent to which it eaineides
with the currency of the main economic environment in which the respectve beanch opertes, generating eash

flows from operating activities with a significant degree of autonomy,

Foreign exchange gans and losses arise from the tranglation of income and expense, using the avernge exchange
rates for the period, and of assets and habilines at the elosing exchange rate for the period, as well as from the
recaleulation of the opening balances of net assets at a rate, different from the previous closing rate.

2.204. General and other reserves

General reserves are formed by profit distnibutions, in accordance with the requirements of the Commercial
Act of the Rc',’mh“c of Bulgana and the Articles of Incorporation of Trace Group Held PLC. Other reserves
are formed pursuant a deeision of the General Meeting of Shatcholders.

2205, Financial result

The financial result includes the retained earnings and aceumulated losses (from prior years) that are decreased
/ inereased to reflect adjustments of errors, changes in the accounting policies or ransitions (o new iccounting
atandards, when this 15 expheidy permirted, as well as the profir or loss for the period.

2.21.  Earnings per share

Basic earnings per share are computed by dividing the net profit or loss for the penod by the weighted average
number of ordinary shares, held in the period.

The weighted average number of shares 15 the number of ordinary shares held at the beginmng of the penod,
adjusted by the number of repurchased ordinary shares and the newly issued shares during the penod, muluplied
by the average time facror,

Diluted earnings per share are not calculated as no potential dilutive shares have been issued.

2.22. Employee benefits

The labour and social insurance relations with the workers and employees of the Group follow on the provisions
af the Labour Code (LC) and the soeial insurance legislation effective in Bulgaria, as well as the provisions of
the applicable statutory requirements in respect of labour and social insurance relations in the respective
couritries in which the Group recruits personnel,
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A fundamental obligation of the employer is to pay the statutory social insurance contributions with regards (o
the hired personnel, namely contributions to the pension, health and unemployment funds,

The amounts due for social insurance contrbutions are statutory established. Contributions are proportionately
allocated between the employer and the insured employee. This proportion changes on an annual basis and s
determined under the Social Insurance Code (S1C),

Orther than the compulsory state social insuranee, aptons for additonal voluntary pension and health insuranee
to a voluntiry fund are statutory established.

The group does not have an established and functioning private voluntary insurance fund.

The insuranee and pension schemes (plans), applied by the Group in its capacity of an employer, are based on
the Bulgartan legislatnon and the local legislaton effective in the respective countries in which the ennty recruits
personnel, and are firmly pre-determined. By their very nature, these contnbutions are “defined benefit plans™.
Under these plans, the employer pays monthly defined eontributions to government funds and to universal and
l:u;l:u]'ml'im‘ml ]:Il.!l"l,‘ﬁinn fuinds,

The same applics and for payables to the “Health Insurance” Fund. The Group does not have an estmblished
and functioning prvate insurance fund,

2.22.1. Short=term emplovee benefits

Short-term employee benefits, in the form of salaries and wages, bonuses and social contributions, and benefits
(payable within 12 months after the end of the penod, in which labour, related to these benefits was provided,
or the requirements for thewr receipt were sausfied) are recogmsed as an expense in the Income Statement for
the respective period and as n current payable at their non-discounted value. The payable by the entity social
and health insurance eontributions are recognised both a5 a current expense and as a liability, ar non-discounted
amount, together with and in the period in which the respective income, with which they relate, was earmned.

At the date of each ser of financial statements, the Group assesses and recognises the cost of accumulared
compensated absences, expected 1o be paid as o result of the accumulared unused right to leave. The assessment
includes estmates of the remuneration costs and of the statutory social insurance and health conmbutons
expenses, due to by the employer in respect of those amounts,

2222, Long-term employee benefits

The Group is obliged to pay compensations to the retired personnel upon their retirement (retirement benefit
obligations), in complisnce with the Labour Code. These compensations depend on the perod of their
employment in the Group and may vary between 2 and 6 gross monthly salaries at thew amount as at the date
on which the labour relatons are terminated. As per their characterisues, such schemes tepresent “plans with
defined revenue”. The amount of such payables is defined on the basis of actuarial valuaton of their present
value at the date of the financial smtements.

2.23.  Effects of changes in foreign exchange rates
2231 Foreign currency iransaceions

Foreign currency transactions are initially recorded in the functional currency, by applying to the foreign
currency amount the spot exchange rate between the Bulganan Lev (BGN) and the respective foreign currency,
ns issued by the Bulgaran Natonal Bunk (BNB) at the date of the transaction.
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Foreign exchange gains and losses, ansing in the settlement of cash items or in teanslation of the Group's cash
items at exchange rates, different (rom those at which they were translated upon their imnal recognition for the
peniod, or in prior financial statements, are recognised as profit or loss for the penod, in which such have
incurred, with some exceptions, stted under IAS 21, of foreign exchange gains or loss, ansing in respect of
cash ttems that by thetr nature represent part of the ner investment in a reporting economic unit, denominated
in a foreign currency,

When Monetary 1ems anse from n fm:r.-;gn currency transaction and there 15 a cl‘mngi.' in the I:xt_‘l'mngr: mto
between the transaction date and the date of settlement, u foreign exchange gun (or loss) ases, When the
transaction 18 settled within the same accountng period as that in which it occurred, the foreign exchange gain
/ (loss) is recognised, wholly, in that period. However, when the transaction is settled in a subsequent accounting
period, the foreign exchange gain / (loss), recopnised in each intermediate period until the date of settlement,
15 determuned by the change in the exchange rates dunng each penad.

When a gain or loss on a non-monetary item 15 recognised directly in equity, any exchange component of that
gain or loss shall be recognised in other comprehensive income. When a gain or loss on a non-monetary item
14 recopnised in profit or loss, any exchange component of that gain or loss is recognised as profit or loss.

When other IFRSs require some gains and losses to be recognised divectly in equity and when such an asset is
measured in o foreign currency, 1AS 21 requires the revalued amount to be tanslated using the rate at the date
when the value 15 determmed, rq.:uulling 1 an t.'m:]*mngu difference that s also mcngl'u':h:d in other c:.u't‘nprl!l‘ml‘lni\'u
1HEGIme.

The Group revalues foreign currency items as at year-end and currently during the reporting period,

The functional currency of the entities in Serbin s the Serbian Dinag, i Ukraine — the Ukeanian Fryvnia; in
Germany — the Euio; in the Czech Republic — the Czech Komuna; in North Macedonia — the Macedonian Denar;
in Qatar — the Qatar Riyal: in Oman — the Omani Riyal.

2.23.2. Translation of foreign operations

In the translation of foreign operations, the functional curreney of the foreign operation 1= identified, aceepting
such 1o be the currency of the main economic environment in which the foreign enuty operates and generares
operating cash flows from its activities with g significant degree of autonomy,

For the purpose of each set of consolidated fnancial statements, the teporting curreney of subsidiarnes,
catablished abroad, is wanslated from the functional currency of the respective foreign subsidiary into the
presentation currency (BGN), adopted i the consolidated financial statements, and:

a) all assets and liabilities are translated into the group eurrency at the closing exehange rate of the local eurrency
to the presentation cutrency ar year-end, or ar the dare on which the entiry is sold;

b) all income and expense items are translated in the group currency at the average exchange rate of the local
currency to the presentation currency at the date of the financial statements;

¢) all foreign exchange gains and losses, ansing from translations, are recognised and presented as a separate
component of equity in the Consalidated Statement of Financial Posinon — *“Translation reserve from
translaton of ﬁ:n’cign aetivities mnto the FI‘.'L'..'!I:’I'II:IItif"'l tutﬂ:nr_‘)'”, anel

d) foreign exchange pains and losses, anaing from the tanslinon of net investments in the foreipn (based
abroad) entines, together with the loans and other currency instruments, adopted as hedge of these investments,
are presented directly in equity,
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Goodwill and adjustments to fadr value, ansing in the acquisition of foreign (based abroad) entities, are treated
in the same manner as are the assets and habilities of this entity, and are translated in the presentation currency
at the closing exchange rate,

Translation gains and losses are rtengnj.m-d 08 a component of other cumprehcnsivc mncome in the Statement
of Comprehensive [ncome and in “Translation reserves” heading,

2.24.  Revenue, other income, finance income

The Group considers and presents consderations recewed from customers, and ather lrntmntdum, it three
areas / proups: as income from ordinary activities (revenue from contracts with customers), as other income
from activities other than the pnincipal activity, net of the related costs, and as finance ncome ansing from
financial instruments and investments, net of the transaction costs when this 15 required by the applicable
nccounting basis,

The Group accounts for i contract with a customer only when: the parties to the contract have approved the
contract, the party’s rights regarding the goods or services to be tanslerred and the payment terms are identified,
the contract has commereial substance, and it is probable that the Group will eollect the consideration which it
expects to be entitled.

224.1. Revenue from contracts with customers

The Gmup n'.l;ugnjxfﬂ considerntions as revenue from contrmets with customers unly if the counterparty o the
CONEEICE 18 0 CUSLOMET = LE. A party that has concluded o contrer with the Gmu]: 1o obitmn Em’:drl OF SEFVICES
that are outputs to its ordinary activines in exchange for consideration.

The ardinary activites of the Group are related to: construction, repairs, reconsiruction and maintenance of
infrastructure and other projects and sites of any purpose: sales of output and goods ineluding: construetion
muatertals, machines and equipment, fuel and oil; a8 well as services including: projecr and site management,
commissions, transport, mechanisation, design, geodesy, laboratory analysis and others related to construction,

The Group s a poncpal in s revenue arangements as it l")'r.m:l.l.")' controls the poods or services belore
transfernng them to the customer, including and particulacly for construcnon eontracts, and as it has the
discretion in establishing prices, it 18 exposed to credit sk and bears the ultimate responsibility,

2.24.1.1. Identifying a contract
[, Construction contrcts

The construction services for construction, repates and reconstruction of infrastructure, and other projects and
sites, are performed on assets that are not owned by the Group, it does not have control over them and they
cannot be used by it alternatively, Goods and services under such contracts are sold wgether, typically
constituting n single promise to the customer, respectively and a single performance obligauon, which are not
executed at once and contnue for more than one reporung penod. Some contraces for repairs and manrenance
ave framework apreements; the poods and services are tmnsferred in seres and are part of one or more
performance obligations that are satsfied over nme.
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i, Sales of outpur, goods or services

sales of output, poods or services are pecformed separately, and such ourpur, Hl.'u'ld'.i or serviees do not ruplnc:;.
modify o adapt other output, goods or services, The Group transfers eontiol and custaomers can benefit from
the goods or gerviees received by using, consuming or selling them. Goods or services, provided under certain
framework supply contracts — consulting, services with mechanisation, project and site management and
transport - are transferred 1n seres and control over them ta transferred over tme, while customers receive and
consume the benefits provided by the Group's acuvities simultaneously,

2.24.1.2,  Identifying performance obligations
i. Construction coniracts

Construction contracts specify the goods or services promised o the customer, and the Group uses this as a
basis to identify and evaluate the performance obligaton under the contract. Assets are created and / or
enhanced in execution of these contracts and as a result of the acovites, and such (assets) are controlled by the
customer as they are created or enhanced. In this regard, the Group identifies pecformanee obligations satisfied
over time, under these eontraets with customers, and respectively recognises the revenue, which it believes it is
entitled to for already satisfied obligatons over time.

fi.  Sales of output, goods or services

Separate performance obligntions, which are distinet from others, are identified in sales in which the output,
goods or services are reeeived by customers and are used, consumed or sold by them, Such are satisfied at a
point in tine and revenue 15 recognised to the amount to which the Group estimates it will be entitled to. [n
sales of poods or services under framework agreements, control over them is tansferred over time as they are
part of one or more performance nhligﬂlinn:ﬁ satished over nme. Obligations satislied over nme are accounted
for in the same way 48 are construction contacts.

2.24.1.3. Transaction price = determination and allocation
{,  Construction contracts

Transaction price i the amount of the consideranon, which the Group expects o be enutled 1n exchange for
the transferred poods or services, which are typically part of a single performance obligation. Consideration
under constructon contracts is fixed, but may change as a result of price changes and / or modifications in the
contract’s scope.

A contract modification 15 accounted for as a sepacate contract when its scope and prce are expanded with new
goods or services that can be consumed separately by the eustomer. Typically, the scope of the contract may be
expanded with goods or services that are not distinet and, therefore, form part of a single and / or the same
performance obligaton, with the cumulative effect on the transaction price and on the measurement of the
progress towards complete satisfaction of the performance obligation being recognised currently, at the date of
the contract modification.

ii.  Sales of output, goods or services

Transaction price for sales of output, goods or services is the amount of the consideration, which the Group
expects to be entitled in exchange for those output, goods or services, Goods and services are sold separately
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and / or in series, and may, respectively, form a separate performance obligation or be part of a performance
obligation. Contracts may be modified m terms of prce and / or scope, and in terms of the performance
obligation, respectively. Consideration from sales of output, goods or services is agreed upon, and typically does
not coniain clements of varable consideranon.

Contract modifications that affect their price and scope are accounted for as @ separate conteact, adding new
goods or services from which customers can benefit directly, and il goods or services are exchanged = the
r_'m.ul;inH contret % accounted for as if termunated. Preee l:i‘mntgtn that do not affecr the scope of the eantracts
are alloeated to performance obligations that are unsatisfied or are partally unsatisfied. The cumulatve effect
on the transaction price and the measurement of progress towards complete satisfaction 15 recognised currently,
at the date of the modification, in case of modifications in the scope and / or price of contracts for the supply
of goods or services that are not distnct and which are part of an unsatisfied, or pardally unsansfied,
performuance obligation,

2.24.14.  Recognising revenue
f.  Construction contracts

The Group recognises revenue associated with construction contracts on the basis of the performance
obligation sansfied over ume only if the Group can reasonably measure the progress towards complete
satisfaction of the performance obligation, Propress townrds completion satsfaction is remensured at the end
ol each reporting period.

A single method of measuring progress for each performance obligaton satisfied over tme is applied
conststently to similar performance obligations and in simular circumatances. Output methods, based on direct
estumiates of the goods or services transferred and (whit:h eattrmates are) eondueted by research of the
petformance completed to the respective reporting dates and / or achieved stages, are typically applied, and
when appropriate in compliance with the respective accounting framework, to measure the progress of contracts
for rcpnirs and reconstructon. The C':-mup helieves that the aurput methods, used o measuwre the progress
under these contracts, are appropriate in #o far as esumated and reliable actual nformation 15 avalable on the
value and amount of the goods and services tranaferred to customers, Output methods, through direct estimates
of the performed acuvites and / or delivered units at the respective reporting dates, are applied for framework
agreements for repatrs and mantenance as and when appropriate given the specific type of the contract in
question and the appheable aceounting framework. The Group believes that such provide relinble mformution
in 80 far a8 the obligations under tsks, including apeeific parameters that are subject to wentification and reliable
measurement, are satisficd.

The Group recogruses revenue for g performance obhgaton sansfied over nme only to the extent of the costs
incurred 1f the Group cannot reasonably mensure its progress wwirds complete satisliction but it expects o
recover the costs incurred, and when the costs meurred are not proportionate 0 the Group’s progress in
sansfying the performance obliganon with a view to a faithful depiction of the performance.

IT the Group has a night to consideration from a customer i1 an amount that corresponds directly with the value
to the customer of the Group®s performance completed to date, the Group recogrises revenue in the amount
to which the Group has a rght to mvoice.

i, Sales of outpui, goods or services

Revenue from sales of output, poods or services is recognised in dccordance with the performance abligntions
snified at a pomt m nme or over ome. Revenue for performance obligations satsfied over time 18 recognised
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only if the Gioup can tensonably messure its progress towards complete satisfaction of the performince
obligation. Progress towards completion satisfacton is remeasured at the end of each reporting period.

Output methods are used 1o measure the propress of outputs and poods, while for the measurement of the
progress of services — methads accounting for and resources, these being: direct estimates of the outputs, goods
of services transferred based on the prodiced and delivered unites, or the devoted time, and estimated costs
with the respective adjustments of costs that do not contribute (o the progress towards sausfaction of the
performance obligation or which are not proportionate to it. The Group believes that the methods used are
appropriate in g0 far s the Group controls the outputs and goods before transferring them to customers, which
in turn ensures relinble information and does not require any additonal resourees. With regards to services -
the Group does not invest resources, while in the same time it eliminates limitations on reflecting the cumulanve
effects to be recopnised, as and when necessary,

The Group recognises revenue for a performance obligation satisfied over time only to the extent of the costs
mcurred, when it cannot reasonably measure its progress towards complete satisfacton, but the Group expects
to recover the costs incurred in satisfying the performance obligation, and when the costs incurred are not
|1rnptj:rtinn1|t: tar the progress with a view of s Futhful depiction of the pqrfnrmnncc.

If the Group has a nght to consideration from a customer in an amount that corresponds directly with the value
to the customer of the Group's performance completed to date, the Group recognises revenue in the amount
to which the Group has a nght to invoice.

2.24.1.5. Contract costs

The Group recognises non-current assers from the incremental cosis of obraining a conreact with a customer,
only if it 15 possible that the Group will subsequently recover those costs. Such costs may be commissions,
bonuses or other similur services that would not have been incurved if the contract had not been obtained, Such
assets are recognised in “non-current assers” and are separately disclosed in the explinatory notes to the
Finaneinl Statements. The Group applies the practical expedient, provided for in IFRS 15, and 1t does not
recognse assets from the incremental costs of obtaining a conrract if the expected amornsaton period of the
asset that would otherwise have 1o be recopnised is one vear or less.

The Group recognises nssels from the costs menrred in ful l'.ill.ing a contract if they are not within the scope of
another Standard and can be attibuted directly to a contract, they enhance the resources used in satisfying
performance obligations and are expected 1o be recovered,

2.24.1.6.  Contract balances

The Group recognises and presents any unconditional rights to considerations as contact recetvables from
contracts with customers, If the customer pays consideration, or the Group has a rght © an amount of
consideration that is unconditional before the goods and services are transferred, the amounts are presented as
contract hnbilines from contracts with customers. When the Group fulfils its obligauon and transfers goods and
services to customers before l-lsey pay, the AL, aither than the uneonditonal receivabley, are presented as
contract assets from conticts with customers,

Unconditonal receivables, contract assets and contract lubilities from contracts with customers are presented
together under “Trade recervables™ and *“Trade payables” in the Statement of Financial Posinon, and separately
i the potes to the Finanetal Sttements, In aecordance with [FRS 9, eontract asdets from contracts witli
customers are subject to imparment review, in accordance with the “Impaitment of fnancial instruments”™
section.
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The typical time of payment under contiets with eustomers in terms of satisfying performance obligations and
the dependencies in this respeet, differ substanually under construction coniracts and under contracts for sales
of outpur, goods or services, Under construction contracts, the Group satsfies the performance obligations
over thme, t}'picn]]y maore than one ]'u.!rim;l, recogrusing revenue at the end of each peniod by reference ta the
contract’s progress towards complete satisfaction, and customer approval 15 usually not necessary at this stage.,
However, given that the projects and sites, and the related to such aetivities, are subject to specific legislative
provigions, ceitain official actions — including acceptance and / or approval by the customer and / or a thid
party — are provided and required upon completion of the contract’s actvities, on the basis of which part of
the contract recervables from contracts wath customers become uncondinonal and are paid subsequently. In so
far an asset that is controlled by the eustomer i1 enhanced through construction, it 1 possible to unambiguously
determine that the goods or services under the contract have been transferred, and respectively recognise
revenue from the already satisfied obligations. As a result of these circumstances, there is a discrepancy berween
the time when revenue from construction contracts 1s recognised, respectively the unconditional recervables and
contract nssets from contracts with custorners are recognised, and the time of the payment receipt, with the
ordinaty payment terim varying between 60 — 180 days and 180 — 360 days, Typically, sales of outpur, goods or
services are not subject 1o specific regulations, wirh control over most of them being tansferred to the customer
immediately and / or consumed by the customer when such are delivered, thereby sausfying the performance
nh-]j;gut_i::mh Customer acceptance and np]nrcn‘rll 1% rct.]ll.tited for some sales of gtmds and services, under which
the performance obligation is satsfied over tme, with this approval and acceptance being either in stages, or
upon completion of the contracr. The ume of payment of such supplies vary, bur are within ordinary business
practice.

The ordinary payment terms under construction contracts, which are the most significant to the finaneinl
statements and to the Group as a whole, are defined in terms of uming and amounts (and in individual eases -
based on the type and size of the project or site), and depending on the assignor and source of financing such
consist of an advance payment in the amount of 10% ~ 20%, interim payments of 60% — 80% and a final
payment. When the entity is a subconteactor, the direct or ultimate assignors are public entities / organizations
and the main contraets and conditions vary. It is possible different conditions to be applicable to similar projects
nnd sites, or vice versa, and as a result of which both the amounts and time of payments vary too. Pursuant to
the statutory requirements, performance bonds are usually issued for construction contracts, Such performance
bonds are in fact amounts, part of the uncondinonal receivables of the Group, retained by the assignor for g
certain period - typically between 12 and 24 months. The Group accepts that there 18 no 5igniﬁcmu' component
of funding for the retuned amounts in so far as they are legally established and provide customer protection, s
defined under IFRS 15, but also since in most cases the direct or ultimate party under these conteacts are state
authonties that cannot engage in funding, 1n the context of the transactions’ content, but and 10 principle.

The Group adjusts the promised amount of the eonsideration, paid by customers before the goods or services
are twansferred ro them, w reflect the effect of the existence of a significant component of funding, when such
exists and when the penod between the payment and the tranafer is expected to be more than one year. The
aedjustment 15 recopmised as interest expense under “Finance costa” in the Income Statement,

Advance payments ate stipulated mainly under constructon contracts, The Group believes that there is no
significant component of financing under such contracts in so far as the contracts with customers do not contain
such clauses and the price 15 fxed, and there are no discrepancies between the promised consideration and the
selling price in cash. Furthermore, performance obligations are satisfied over time and the advance payments
are ;Lg'n.!ccl. and deducted, {I}'l‘nim\].ly) within one year and suel represent 10%% = 200 of the transacton pril:c, and
do not exceed the value of the goods or services transferred for a given period, which makes the potential effect
of a component of Anancing magnificant o the contracts, In some cases, the deadlines for construction
contracts are prolonged for reasons beyond the Group's control, and payments have been received in respect
nt'-nnruq hl'-ll'll'.'lil'.' [jtulnngcd contacts utidnl‘ the nl‘igimil :'.xrmr.‘hitiunn that the R‘I:N’Id.‘{ oar m:ﬁ‘il:en \M].l ],1:' l,rm'u;ﬁ,:ri‘r:d
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within one year, In these cases, adjustments are made perspeciive, when the expectation of the new term is
more than one year,

The Group shall diselose the aggregate amount of the transaction pnce allocated to the performance obligations
that were unsatisfied ,or partially unsatisfied at the end of the reporting period and which are part of o contract
with inifial expected term of up to one year, and the expected time of recognising the revenue acerued thereon,
Thia is usually the ease only for construction contracts, since in sales of output, goods or services, the
consideration w which the Group 1s enttled ar a specific dare corresponds 1o the value of the goods or services
reansferred, for which it has a night to invoice,

2.24.2. Other revenue

Net revenue (positive results) and gross revenue, realised from activities other than the Group's ordinary
activities and / or incidental, are recognised as other revenue, Other revenue comprises also operating lease
income in accordance with the accounting policies and IAS 17 Leases, as well as conie from siles of matermls
and gains from disposals of non-current assets, net of their carrying amount, whereby revenue is recognised in
accordance with [FRS 15 — when the customer obtains control over them and the performance obligation s
satisfied respecuvely. Expenses are recognised when revenue 15 recognised, in accordance with the applicable
accounting policies and the relevant standarcls, Other income also comprses the derecognised and non-payable
liabilities, including Anancial habilines and others that are terminated or have expired, as well as differences and
from write-offs related to provisions, recognised in accordance with IAS 37, and surpluses of assers and
inventornes, others,

2.24.3. Finance income

Interest income on all financial nstruments of the Group, recognised using the effective interest rate method,
and the effects under contracts with customers that include significant components of financing are recogmsed
s finance income. Finance income includes and nterest on leases, net gans from transactions in financial
instruments and investments, as well as pranslation gains and foreign exchange paing in accordance with TAS 21,
and other income associated with financial instruments,

2.25. Expenses

The Group’s expenses are recognised as they incur and based on the matching principle and the acerual basis
of aceountng, but only 1o the extent that the latter does not result in the recognition of reportable items of
assets or linhilities that do not meet the eriteris of IFRS and the respective framewark.

Deferred expenses are deferred for recugmiiun is current expense in the penod in which the contracts to wl el
they relate shall be executed. Deferred expenses refer mainly to prepaid subscriptions, insurance, bank
guarantees, loan fees and other similar, and are presented in the Statement of Financial Positon, under “Other
pasets and receivables”,

2.25.1, Operating expenses

The Group aceounts for the aperating expenses by nature eurrently and then allocates them by funetion in order
to form the amount of expenses per fields and activities,
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Expenses are recognised when a decrease in future economic benefits, related 1o a decreise in an asset or an
increase of a lability, has ansen and that can be measured reliably,

[*l:t':pnﬂu for the current pr.'rir:lr.l are rcr.‘ﬂgninud whien the rn!pucm"n revenue 14 necrued.

When economic benefits are expected to anse over several accounting penods and the association of costs with
income can only be broadly or indirectly determined, expenses are recognised on the basis of systematic and
rational allocavon procedures.

Expenses are recognised in the Income Statement immediately when such produce no furure economic benefis
or when, and w the extent that, the future cconomic benefits do not qualify, or cease to qualify, for recognition
ns nssers in the Balance Sheet.

Expenses are recognised using the aceruals principle of accounting, They are measured at fair value of the
payment, o1 of the payable, respectively the transaction price, when this is permitted.

2.25,2, Finance costs

Interest expenses on all financial instruments of the Group, recognised using the effective intereat rate methaod,
and the effects under contracts with customers that include significant components of financing are recognised
ai finance costs. Finance costs include and interest on leases, net losses from transactions in financial
instruments and vestments, as well as translation losses and foreign exchange losses in accordance with TAS
21, and other cosis assocted with financial instriments, il'ld!.ll‘.“.l'l!. bhank fees and commusgions,

2.26.  Profit or loss for the period

The Group recognises all elements of income and expenses dunng the period in profit or loss, unless otherwise
required or permitted under the applicable IFRSs,

Some [FRSs define circumstances, under which the Group recognises specific items outside profit or loss in
the current period. Other [FRSs require or permit components of other comprehensive income, which meet
the defimuon of the income and expense framework, 1o be excluded from profic or loss.

2.27.  Corporate income tax

Tax expense (income) comprises the current tax expense (income) and the deferred tax expense (income),

2271 Current taxes

Current tax 15 the amount of income taxes payable (recoverable) in respect of the mxable profir (tax loss) for
the penod,

Income taxes for the current and prior perods are recognised as a liability to the extent to which such are not
pascl. T the amount already paid in respect of income taxes for the current and prior periods exceeds the amount
due for those periads, the excess is recognised as an asset,

The benefit reliting to a tax loss that can be eartied forward 1o cover current tax of subsequent penods i
recognised as an asset that will reduce the eurrent tax in subsequent penods,

Current tax expense 15 recognised by including it in the expenses group for the period, which reduce the
nl;c‘t,mnl;'mg pmﬁt (4] il‘nul'r:nsr.' thr.' ;lr_‘ﬂqjunling ln:H.
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Current tax liabilities (assets) for the current and prior periods are measured at the amount expected to be paid
to (recovered from) the mxation authorites, using the tax rates (and mx laws) that have been enacted by the end
aof the rr.'pnrl.ing' pr.'l:iud.

Current wcome taxes (or the Bulganan entines of the Group are determuned o sccordance with the
requirements of the Bulgarian tax legislaton — the Corporate Income Tax Act. The tax rate, applicable in
Bulgaria for the reporting 2018, is 10% (2017: 10%),

Subsidiaries, associates, joint ventures and branches abroad are subject to the requirements of the tax
legislations, enacting in the respective countries, and the following mx rates are applied:

Country Tax rate
2018

Serbia 15%%
Ukraine 18%
The Czech Republic 19,
North Macedonia 10%%
Germany 29,79%
Qatar 10%,
The Sultanate of Oman 15%,

2372 Deferred tax assets and deferred tax labilities

Deferred tax assets are the amounts of income taxes recoverable in future periods in respect oft
- Deducnble temporary differences:
= The carry-forward of unrealised tax losses;
- The carry-forward of unused tax eredits.

Temporary differences are the differences between the carrying amount of an asset or hability and 1ts tax base.
Temporary differences may be either:
= Taxable temporary differences — temporary differences that will result in amounts thar shall increase
the taxable profit (tax loss) of future penods, when the carrying amount of the asset or lability i
recovered or settled; or
= Deduenble temporary differences — temporary difference that will result in amounts that shall decrease
the taxable profit (tax loss) of future penods, when the carrying amount of the asset or halulity i
recovered or settled.

When the tax loss 15 used to recover current tax of a prior peniod, the entity recogmses the benehits as an asset
in the period in which the tax loss oceurs beeause it is probable that benefits will flow to the entity and these
benefits ean be mensured reliably.

Deferred tax assets are vecognised for all temporary tax differences when it 18 probable that tmxable profits will
be avatlable agunst which the deferred tax assets can be utihsed. Deferred tax assets are recognised for the carry-
forward of unused tax losses and unused x credits o the extent that it 18 probable that future txable profit
will be available agmnst which the unused tax losses and unused tax credits may be utilised.

The entity reasgesses the unrecognised deferred tax assets ar the end of each reportng penod. The Group
recognises the unrecognised, in the prior penod, deferred tax nssets to the extent to which 1t has become
probable thar sufficient txable profits will be realised w allow the deferred rax assers w be utlised.
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Deferred tax Labilities are the amounts of ineome tax payable in future periods, in respect of txable temporary
differences.

Deferred rax habilities are recopnised for all temporary taxable differences, except to the extent that the deferred
tax hability arses from:

= Goodwill for which amortisation has not been recognised for tax purposes; and

= The mitipl recognition of an asset or hability in g tansaction which:

= 1s not a business combinanon;

= At the tme of the transaction, affects neither accounting profit nor taxable profit (tax loss).

Deferred tax assers and lubilities are measured at the tax rates that are expected to apply in the period when the
asset 18 realised, or the liability is settled, based on tax rates (and tax laws) that have been enacted by the end of
the reporung period (balance sheet date),

Current and deferred tx are recognised as income or expense and are included in the net profit or loss for the
period, except to the extent that tax anses from:
= A tansaction or event, which is recopnised, in the same or in a different penod, directly in equity if it
i5 presented there and when it is appropriate; or
= A business combination representing an acquisition.

2.28.  Provisions, contingent assets and contingent liabilities
228 1. Provisions

Provisions are liabilities of uncertain tming and amount. In accordance with the requirernents under 1TAS 37,
provisions are recognised when there are present obligations, legal or constructive, as o result of past events,
Legal and constructive obligations derive from a conteact or legislation, or an established pattern of past practice,
published policies that create valid expectations in third parties,

Provisions are recognised when the Group has o present nhlign:ian (legal or constructve) as a result of past
events; it 1 probable that an outflow of resources, embodying econsmic benefits, will be required o settle the
obligatons; and the amount of the obligation may be estmated relinbly, 11 these condiions are not met, no
provision shall be recogmsed. Current liabihties include and the obligations under onerous contracts, in which
the costs of meenng the obligntions under the contract exceed the expected economic benefits (o be received
under it,

Provisions are recognised at the Management's best estimate, at year-end, of the expenditure required to sertle
the present obligation,

Provisions are reviewed at the end of each reporting year and are adjusted to reflect the current best estmate.

2.28.2. Contingenrt assets and conungent liabilities

A l;unringe fit ]inhili[y %0 p:'muﬂ‘llr: nhligﬂ ton that anses from [Hust events and whose existence will be confirmed
only by the aceurrence, of non-ocenrrence, of one or more uncertain future evenrs thar eannor be whaolly
controlled by the entity; or a present obligation that arises from past events, but 18 not recopnised because it 18
not probable that an outflow of resources, embodying economic benefits, will be required to settle the
obligation, or the amount of the abligation cannot be measured with sufficient relinbihity,
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A contingent naset iz 0 probable asset that arses from past events and whose existence will be eonfirmed only
by the oceurrenee, or non-occurrence, of one or more uncertain future events that cannot be fully eontrolled
by the entity.

Contingent assets and contingent linbilies are not recogrused, but are disclosed as appropriate.

229, Leases

Under TAS 17, a lease is classified as a inance lease if 1t transfers substannally all the nsks and rewards, incidental
of the ownership of an asset. A lease 1= clasaified as an operating lease, 1if it does not transfer substantally all the
visks and rewards, incidental of the ownerslup of an asset.

2.29.1. Finance lease, whereby the Eneity is a lessee

At the commencement of the lease term, o fnance lease 1 recognised as an asset and lisbiliry in the Statement
of Financial Position, at amounts equal to the fair value of the leased property, or, if lower, at the present value
of the minimum lease payments, each determuned at the inception of the lease, The discount rate to be used in
calculating the present value of the minimum lepse payments, is the interest rate, implicit in the lease, iF this 1
practicable to determing; il not = the lessee's meremental borrowing rate i# used. Any initial direet costs of the
lessee are added 1o the amount recognised as an asser.

Mimimum lease payments are apportioned between the finance charge and the reducnon of the outstanding
liability. The fnance chage shall be allocated to each penod during the lease term 5o as to produce o constant
periodic mte of interest on the remaining balanee of the liability. Contingent rents are chaiged as expenses in
the peniods in which they are incurred,

The deprecnton poliey [or depreciable, leased assers 15 eonsistent with thar for dﬂprncinhlc assets that are
owned, and the depreciaton recognised i¢ caleulated on the busis, determined in the TAS that regulate thar
respective type of assets, If there is no reasonable certainty that the Group will obtain ownership by the end of
the lease term, the asset s fully depreciated over the shorter of the lease term and 1ts useful life,

2.29.2. Operating lease, whereby the Entity is a lessec

Lease payments under an operanng lease are recognised as an expense in the Income Statement, on a steaght-
line basis over the lease term, unless another systemanc bagis is more representatve of the tme that the Group
uses the benefits of the leased nsset.

2.29.3. Finance lease, whereby the Entity 1s a lessor

The Group recognises in iis financial statemenis the assets, held under a fAnance lease, and presents them as
receivables at an amount, equal to the net investment in the lease,

Lease payment receivables are treated na repayment of prancipal and as finance income.

The recognition of finance income is based on a pattern, reflecting a constant periodic rate of return on the
lessor's net mvestment in the finance lease.

Sales revenue recognised at the commencement of the finance lease term by the lessor, 15 the fair value of the
asset, or if lower — the present value of the mintmum lease payments, compured ar a marker rare of inrerear. The
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cout of sale, recognised at the commencemeit of the leage term, is the cost, or the carrying amount if different,
of the leased property less the present value of the non-guaranteed residual value.

2.29.4. Operaring lease, whereby the Entity is a lessor

Assetg, held under operating lenses, are presented in the financial statements accarding to the nature of those
Assels.

Lense income from operating leases 15 recogmised a8 income, on a steaight-line basis over the lease rerm, unless
another systematic basis 18 more representative of the tme pattern in the use of which, the benefit denved from
the leased aszet is diminiahed.

Costs, including depreciation, incurred in earning the lease income, are recognised as an expense. Lease income
i recopnised on a straight-line basis, over the lease term, even if the receipts are not on such a basis, unless
anather systematie basis is mote representative of the nme pattern in the use of which, the benefir, derived from
tlie leased asset, is diminished.

Initial direct costs, incurred by the lessor in negotiatng and arranging an operating lease are added o the carrying
amount of the leased nsset, and are recognised as expenses, over the lease term, on the same basis as the lease
meonme.

The depreciation policy for depreciable leased assets is conducted in consistency with the lessor's normal
depreciation policy for similar assets, and depreciation is ealeulated in accordance with the IAS, regulating that
reapective type of assets,

2.30. Segment reporting

The Group identifies its reportable segments and reports separately, in its consolidated financial statements,
information about each segment in accordance with the organisatonal and reporting structure at Group level,
Operating segments are components of the entity thar are evaluated repularly by the chief aperating decision-
imikers —using fnancial and operating data that i specifically milored for the respective segment — in the course
of the current monitonng of the sctivities and assessment of the entity’s performance. Financial segment
information in the publicly available financial sttements is disclosed on the same basis as the one used to
disclose such for internal purposes, thus allowing investors to see the Enaty, and respectvely the Group, from
the Management's perspective,

The Group operates in a sngle business sector, The main services performed and the ourpur produced by all
entities are related with the prineipal activity, and are part of it in different stages, The materials obtained and
poods produced form a significant share of the input materials used in building and construcuon works. Also,
the risks and rewards, associated with the principal actvity of the Group cannot be distinguished due to the
similanity in the nature of the activities performed, the characteristics of the environment and the customers of
the ennties, as well as due to the same resources used in these processes, including equipment, subconteactors
and personnel. Thus, the Group has approved 1o account for its activities, by distinguishing activities only on a
peographical basis.

The operating sepments of the Group are monitored currently and managed separately, with each operating
segment being a separate geographical area, serving different markets and types of customers, thus bearing
different business nsks and rewards — depending on where it is located. The later are defined in six zones,
depending on their nature and ability to generate cash fows:

v Bulgarin;

v Serbia:
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¥ The Czech Republic;
¥ The Sultanate of Oman
Qatar;

Ukraine; and

North Macedonia

b T T

2.31.  Fair value measurement

For financial reporting purposes, some of the Group's assets and labilities are measured and presented, and /
or only disclosed nt fair value. Such are the long=term mvestments in equity mstruments, classified as “financial
assets measured at fair value through other comprehensive meome’

Far value 15 the prce that would be received to sell an asset, or pud to transfer a lability, i an orderly transaction
between independent market participants at the measurement date (e, an exit price). Fair value is the output
price and it i based on the agsumption that the transaction to sell the asset, or transfer the linbility, tmkes place
either in the principal market for this asser or lishility, or in the absence of a prineipal marker — in the most
achvantageous market for the asset or linhility, Both the principal market and the most advantageous market are
such markets to which the Group must have necess,

Fair value is mensured using assumptions and estimates that the potential market participants would use when
pricing the respecuve asset or liability, assuming that market participants act in their best economie interest.

Fuir value mensurement of non-financial nssets 15 always based on the assumption of what would be the highest
and best use of a gi\.fun assel for the marker purlir.‘ipnntﬁ. In some eases, the transachon pril:t: 1% used as n
measurement basis of equity instruments, designated ns measured at fair value through other comprehensive
income, when this 1 appropriate in accordance with [FRS 9,

Dhfferent measurement techniques that are appropriate to the specifics of the relevant conditions, projects and
atres, and for which the Group has sufficient inpur data are applied in order 1o make the most of the public
available, observable information, thereby minimising the use of obseure nformation.

The Group allows the use of the three approaches adopied = the market, revenue and cost npprrmch.

The e value of all assets and habilines, measured and / or disclosed in the Onancial sitements at fair value, 18
categorised under the following 3 level fair value hierarchy, namely:

Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or labilities are applied;

Level 2 - Valuation techniques that use inputs, other than directly quoted market prices but which are divectly
or inditectly available for observation, including and the cases when the guoted prices are subject to sigmificant
adjustments, are apphed; and

Level 3 - Valuaton rechniques, under which the lowest level of ipur dara used 15 unobservable, are applied.
The Group applies mainly fair value Level 2 and Level 3.

At each balance sheet date, the entty assesses whether a transter along the levels of hierarchy of the fir value
of an asset or a hability, measured at fair value on repentive basis, 15 necessary depending on the input data,
avatlable and used at that date,
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2.32,  Accounting assumptions and accounting estimates, errors
2321 Accounting assumptions and accounting estimates

As n resulr of the uncertainties, inherent in business acuvites, many items in the financial statements eannot be
measured with precision but can only be estimated. Estimations involve judgments based on the latest available,
relinble information, with such referring to all items in the financial statements except of share capital and cash
in hand, denaminated in the funetional currency,

The use of reasonable esumates 15 an essential part in the prepamation of financial statements and does not
undermine their reliability, Application of the International Financial Reporting Standards requires Management
to apply certain accounting assumptions and accounting estimates in the preparation of the financial statements
and in the valuaton of some assets, labiliies, revenues and expenses. All these are conducted on the
Management's best estmate at the end of the reporting period. Actual results could differ from those presented
in the financial statements.

An estmate may need revision iF changes oecur in the cireumstanees on which the estumate was based or as a
teault of new information, or more expetience gained. Revision of an estmate does not relate to priot penods
and 1 not correction of an error,

Any change in the measurement basia npplicd is treated as o change in the accountng policy, and not as a change
in the accounting estimates.

When 1t is difficult to distinguish a change in the accountng policy from a change in the accounting estimates,
the change is treated a8 a change in the secounting estimates.

The effect of a change in accounting estimates is recognised prospecuvely, by including it in profit or loss i the
period of the change, if the change affects that period only, or in the period of the change and future penods if
the change affects both,

A change in the accounting estimates shall be recognised to the extent to which it gives rise to changes in the
assets and liabilines, or relates to an ttem of equity, by adjusting the carrying amount of the related asset, liability
or r:r.]uity ttem in the pt-rim.l af the I:l'lﬂan.

2322 Errors

Prior period errors are omissions from, and misstatements in, the financial statements of the Group for one or
more prior periods, ansing from a fulure to use, or from the mususe of, reliable information that
= Was avalable when the financial statements for those periods were authonsed for 1ssue; and
= Could have been obmined and taken into account in the preparaton and presentation of the financial
statements had reasonable efforts been put,

Such errors include the effects of mathematical mistakes, mistakes in applying accounting policies, oversights
or misinterpretations of facts, and fraud.

[n accordance with [TAS 8, ervor can arise in the recognition, measiitement, presentation or disclosure of
elements of the financial statements, Potential eurrent petiod errors, discovered n that same penod, are
corrected before the financial statements are authonsed for ssue. However, material errors are sometimes not
discovered until a subsequent penod and these then prior period errors are corrected.

The Grotip cotrects material prior petiod ertors retrospectively in the fiest set of Gnancial statements, authonsed
for 1ssue after such errors are discovered, by:
- Restatng the comparative amounts for the prior presented penod(s) in which the error oecurred; or
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= If the error occurred before the eatliest prior presented period(s) = restating the opening balances of
assets, linbilites and equity for the earliest prior penod presenred.

A prior penod error 1s corrected by a retrospective restatement, except to the extent that it 18 impracueable 1o
determine either the penod-specific effects or the cumulanve effect of the error.

233,  Key estimates and Management's judgement, carrying a high level of uncertainty

The Management has made severl aceOUNMing AsELmpHons il accounting estimates 10 determining the
amounts of some of the assets, labtlities, revenue and expense in the current consolidated financial statements,
All these have been J:lr:.rﬂ".lrrnud based on the best estimates and information, available to the Management at the
end of the repornng period. Actual results could differ from those presented in these consolidated financial
ALALEmEnts,

2331 Impairment of property, plant, machines and equipment, intangible assees and investment
property
In accordance with the requirements of TAS 36, an assessment 18 performed at year-end, on whether there are
any indieations that the value of an item of Property, plant, machines and equipment, or of Intangible assets or
of Investment property may be impaired, If any such indications exit, the recoverable amount of the asset is
eattmated and iml:mirmum losg 18 determuned. Mo property, plnm, muclhines or m|ujpm:.-nt have been 1rnpuirud
at 31122018,

2332, Impairment of investments (n associates and joint ventures

Joint ventures are those entities over which the Group and the other parties have joint control and have rights
over the entity’s net assets. Associates are those entities over which the Group has sipmbcant influence and
contingently holds between 20% and 50% of their eapital, but which are not subsidiaries or jotat ventires,

Such investments are valued at cost less imparment losses, At the date of each set of financial sttements, the
Management conducts an analysis and assesses whether there are indications for impatement of its investments
and what 15 the possible amount of the impmurment loss, The Management regards the following, as ndications
for impairment of investments in other entities: 8 negative value of net assets, o significant excess of payables
over receivables, significant limitations in activity, When the Management nssesses investments, the
Management follows an individual approach for each investment and the respective indicators, The
Management hias approved that o review af the condueted assessment 18 rl:l.]l.l.iﬂ:l’.l upon the establishment af
more than one such indicator,

Based on the analyss and assessment, conducted by the Group's Management, it was decided thar there are no
inchcations for impairment of invesiments at year-end.

2333, Impairment of inventories

At the end of the reporung peniod, the Management reviews the available invenrories — marerials, producton /
output and goods — in order to establish whether there are such whose net realisable value 1s lower than their
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carrying value, Reviews for impairment of advance payments are also conducted on this buse in so far as the
Group is expected w acquire a non-monetary asset in exchange of those.

No indications for impnirment of inventones have been established in such a review as ar 31,12.2018

2334, Impairment of financial assets

At the end of each reporting peniod, the Management measures and recognises loss allowances for expected
credit losses and credit impairments on financial assets measured at amortised cost, debt instriments imeasured
at faur value through other comprehensive income, contract assers from contraces with customers and financial
guarantee contricts,

At year-end, the Group holds: financial assets measured at amortised cost, including trade recervables and loans
g_ﬂuucrj; contract assets from contiaets with eustomers and finaneial puaraniee contracts.

A provisions matnx and the sumphified approach i accordance with [FRS 9 are apphbed in the measurement of
the expected eredit losses for racde receivables. Reeeivables are aceounted for on 1 eollective basis agmnst the
probability of default events and the resulung potential losses, computed based on the Ennty's historical data
for a 5-year penod. Objective external information and the accrued credit impairment are taken into account
for receivables for which there 1s sufficient information.

Louns granted are reviewed individually in terms of the expected credir losaes. When evaluating credit nsk, the
Entty uses an nternal credit ratung methodology, which in the context of the “low eredit mung” definiton is
based and consistent with the globally understood definition of low credit nisk. Public informanon, adjusted for
the cireumstances, is used in determining the potential losses, and eredit impairment is recognised for receivables
for which there 1 sufficient information.

Finaneial puarintee conLacts are aecounted for in the same way as are the loans grmm:tl‘ mkjng_ into fecount
the effect of the guarantee issued with regards to the person for which it is issued.
Movement of the impairment allowance

Type 3L1z.2017 Changoes in the Movement in 2018 JL1Z.2018
opening 1
balance f neicase decreane
IFRS 9 -
Trude und vther recevables 2 565 1 00w 3189 a 6763
Recetvable Trom CCHR AL (insolvent) 5241 285 205 (m 5 GRZ
Impumu:m i emly and eanh el iweilesin ; 11 5 {6} 3
Impatrment of financial nssers [ 235 10] 201 547
Toul B 041 1396 3 600 (25) 13 m2

2.31.5. Revenue from contricis with customers

The Group recognises revenue from construction contracts on the basis of the performance obligatnon sansfied
over tme only if the Group can reasonably mensure its progress towards complete sasfacion of the
performance obliganon, Progress towards complere satsfaction s remeasured at the end of the teporting period
using inputs, in pacticular estimates of the expected and actually incurred costs that the Management considers
appropriate. Nevertheless, modifications may incur i furure in so far as it 8 possible thar (e and
circumstances that were not known or were not under the Management's control have not been taken into
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account, as well as due to the fact that upon completon, these contracts are subject to official ﬂpl:lnwni and /
or acceptance by the customer and / or third party - a stte bady,

Contracts for the supply of output, goods or services, effective for the reporting period and at the end of i,
refer o aindividual supplies or supplies in serics with sansfied performance obligations, or partally sansfied
performance obligaions, under which the Group is entitled 1o a consideration equal to the value of the
transferred goods w which the Group has a right to invoice. The Management does not consider that any
changes 1n the recoprsed income, balances and receivables under these contracts are likely (o oceur in furie,

The promised consideration under construction contrets and other supply conteacts, effecuve and not
completed during the period, are at fixed prices, for which no modificatons are envisaged,

2.33.6. Pravisions

The Group recognises the following types of provisions:
= Provisions for construction conteacts, relating to assumed guarantees to eliminate possible defaults by the
assignor and for other relared costs, incurred under concluded construction contiacts;
= Lingation and lawsuit provisions,
= Provisions for land reclamanon in the extraction of underground natural resources and the exploitation
of mineral raw materials after completion of the actvities;
= Provisions for other contractual commitments,

The amount of the recopnised provisions is the best estmate of the costs, necessary to settle the current
linbility at the date of the consolidated financial statements,

Providions are restated at each consolidation year-end (date of the consolidated Anancial statements) based on
the current best estimate of the hability’s settlement. Changes in estumates may result from changes in the
amounts or tmung of cash outflows, or from changes in the ntereat rates (discounnng factors),

2.33.6.1. Provisions for construction contracis

In accordance with the concluded contracts for building and construction works, the Group has assumed o
comimitment 1o temove, at its own cost, possible defiaults on behalf of the assignor within ame frames, defined
under the respective contracts, Upon completion of each construction project and / or site in respect of which
the Group has ngsumed such 0 commitment, provisions for construction contracts are estimated by internal
apectalists, who have the requisite qualifications and experience, on the basis of prior experience with similar
projects and / o sites, When determining provisions for construction contracts, the Management is required to
assess the costs to remove possible defaults on behalf of the assignor at the date of the consolidated financial
statements. The best esomate of the requisite provision for construction conteacts, in connection with the
provided guarantees to remove possible defaults and other related costs, amounts 10 BGN 5 586 thousand at
31122018 (31.12.2017: BGN 10 852 thousand).

2.33.6.2, Provisions for land reclamation

The Group, vin two of 1ts subsidianes (Trace Road Construcuon J5C and Trace Yambol |5C), has concluded
concesslons contiacis for extracton of undergrmtml natural resources on the territory of Bulgnrtin. After the
completion of the concession contracts, the Group has the obligation to perform, at its own cost, technological
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and hiological reclimaton of the affected plots, The value of the technological and biologieal reclamnation is
determined at each year-end, based on the reclamation amounts, defined under the concession conteacts, which
should be transterred by the entities w special escrow aecounts,

Pursuant to an approval obtained from the Mining and Energy Ministry of the Republic of Serbia, the Group,
through its subsidiary Trace Serbia, exploits mineral raw materals from its own land in Serbin and has an
obligation 1o refine and re-cultivate the land after the completion of the mining activites, The value of
technologienl and biologieal reclamation ts determined at each yenr-end on the basis of an approved technical
design for site reclamation.

The measurement of provisions for land reclamation in the extenction of underground natural resources and
the exploitanon of mineral raw matenals after completion of the actvines requires the Management o make an
assessment of the costs of reclamation and post-exploitaton care of the land at the date of the Consolidated
Statement of Financial Posidon. The best estimate of the necessary provisions for land reclamation amounts to
BGN 493 thousand at 3L12.2018 (31,12.2017: BGN 511 thousand),

2.33.6.3. Actuarial valuation

Calculations of certified actuaries have been employed in determining the present value of the long-term
retirement benefits obligations, These ealeulations are based on assumptions regarding the mortality, the pace
of employees’ turnover, the future wages and salaries, and a discounting factor. These assumptions are regarded
L'l}' the M:inugr_'mr.'m as reasonable and npp::nprim'l: for the Grnup,

2.33.6.4. Deferred 1ax assets

The assessment of whether future taxable income will be available against which to utlise deferred tax assers i
based on the last approved estimated budget, adjusted for significant non-taxable income and expense, and
specific imitauons on the tansfer of unused tx credits or losses, Deferred tax assers are recognised whaolly if
i reliable estimate of taxable income implies the probable use of o deferred tax asset, particularly in cases when
the asset can be used without tme restrictions, The Management decides on o cose-by-case basis whether to
recognise deferred tax assets that are subject to certain legal or economic constrains, o uncertainties depending
on the specific facts and cireumstances, associated with them.

Buased on this approach, the Management has decided to recognise a deferred tax asset for the tax loss that is o
be carrted forward in the amount of BGN 617 thousand at 31,12.2018, n so far as the conducted esumates and
forecasts provide a level of certainry that the Group will be able o generate sufficient taxable profits over the
next five vears agunst which the tax loss, incurred in prinr P‘l'l'l‘-“dh to be unlised.

2.33.6.5. Impairment of goodwill

The Group's Management has conducted the necessary procedures for performing the mandatory impairment
test of the goodwill in the sequisiion of a subsidiary, recognised n the Consolidated Annual Statement of
linancial Position. For this purpose, it 15 assumed that the entity appears as a “cash-generating unit™,

The calculations are made by the Management. A detuled review of whether events and facts have occurred,
indicating changes in the assumptions and judgments made as at 31.12.2017 14 also performed.
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Financial budgets, developed by the Management of the respective ennty and of the Group as a whole, covering
i three 1o five year penod, and other medium-term and long-term plans and intention for the development and
testructunng of the activities within the Group are used as a basis for the estimated cash Oows (before maxes).
The recoverable amount of ench cash-generating unit is determined on a “value in use” basis,

The key assumptions, used in the ealeulitions are specifically determined for the entty that carries the goodwill,
which is treated as a separnte unit, gcnnml:in“ cash flows, and are in accordance with its spcciﬁc activites,
business enviranment and rsks.

The tests and judgments of the Group’s Management for the impairment of the recopnised goodwill are made
in the light of ita estimates and intentions regurding the futiire economie benefits that the Giroup expects (o
obtan from the subsichary, ncluding and through the use of 18 commercial and industnal expenence and the
revenue generated, and expected to be generated by it in future, secunng positons on the Bulganan and foreign
markets (development and maintenance), expectations for future sales and reswruetuing of the acavity and
others,

As a result of the analysis, conducted by the Group’s Management, impairment of goodwill in the amount of
BGN 447 thousand, 18 recognised at the date of preparauon of this preliminary consolidated statement.

2.33.6.6. Events after the reporting period

Events after the reporting peniod are those events, both favourable and unfavourable, oceurring after the end
of the reporting rmrind aniel before the date on whieh the eonsolidated Ananeinl smtements are authorsed [or
issue,

Two types of events are disungushed:
= Events that evident conditions, existing at the end of the reporting period (adjusting events);
A
*  Events that evident condinons that occurred afrer the end of the reporung period (non-adjusting
BVenils).

The Group adjusts the amounts, recogmsed m the consohdated inancial statements o reflect adjusong events
after the reporting period and updates the disclosures.

The Group does not adjust the amounts, recognised in the consolidared financial stements o reflect non-
adjusting events after the reporting penod. When the non-adjusting events after the reporting period are so
signi bicant that their non-disclosure would affect the abulity of the users of the consolidated financial statements
to make economie decisions, the Group discloses the following information for each significant eategory of
non-ndjusting events:

- The nature of the event; and

= An esumate of ity Anancial effect or g statement that such an estimate cannot be made,
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II.  Additional explanatory notes on the items in the financial statements

1. Statement of Financial Position

L1 Property, plant and equipment

TR/\CE

Land Duildings  Plams  Machines and  Transpon Other Capitalised  Toml
eijuipment vehicles ASELLS CONIE
Hook value
Bulanee as at AL12.2006 17 490 11009 6 A2 62 748 27992 1 437 3 138
Addhnons 21 119 6 i LRA) a1l 3783 5303
T)iirptmln 24 {19 {(546) (51% {2:4) (286) {1 #OH)
Effeers of foreign corency rranslanons 03 3o (t)] £} G0 Az 4u7
Transfers tw invesoment property (309 (138) = (447}
i'.:llq:i.wuln ubider btigtiess commbifatioie (5] {1 (14
Dalance as an 31.12.2017 17 295 11000 [RER] 02734 28173 4470 GHI7 137048
Addiliziois 029 1177 164 i oAl J1in 177 H029 17042
Dhisponals [669) - z2n {3 1BH) {1 DB {109} (12348) (17521)
[Effeers of Toreim euriiney e latiii 2 11 ] 1n A | (3 a]
Trunlers ol wocts S 346 (570 {31%) {24 165
Bulunce uw at 31122018 17257 12732 o B4z 3 628 Mma9E 472 2662 137 560
Deépreeiation
Balanee us at 3LIZ.2016 - 1468 2124 32 2t 19220 235} - 57 440
Ailddirions L 167 7183 123 361 1676
“Disposils {12 7 {38 @) (195) 0
“Tiffocts of fi sreijEn curtency ranalaone (‘Tj (-'.'tﬂ) 29 N 65 it2
Transfurs o invesiment propery {an) {21)
Phisposuls under business combinanons {H) % {16)
Balance as at 31.12.2017 - 1685 2458 34 040 20021 277 B 6 950
Adldingns 70 507 27 1 314 576 o BT
Dinponats {35) (1 750) {HAG) {93 271
Eftects of foreigin eurtency transliin (13 ] 4 3 i 53
Tranulers ol assets iu 06 { I'Jij (21%) (14)
Bulince an at 31122018 . 1982 334 34 306 2y 3245 - 63104
Not book vilue
Mer book value ns ar 31122017 17 295 o 35 3 HO5 28 494 B 152 1900 o817 Ta 094
Ner ook value as ar 31122018 17 287 10770 3498 29322 9471 176 2662 T A5G

® The presented values of non-current tangible assets at 31.12.2018 include fully depreciated buildings, plants,

machines and l.'.l'.l'l.,!ipn'll:nt. transport velieles nnd other assets with book values: BGN 115 thousand, BGRN 423
thousand, BGN 8 111 thousand, BGN 6 633 thousand and BGN 1 266 thousand, respectively that are used in

activities of the Group,

* The presented values of non-current tangible assets ar 31.12.2018 mclude lands, buildings, plants, machines
and equipment, transport vehicles, others and cost to acquire non-current tangible assets with book values:
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BGM 4 659 thousand, BGHN 2683 thousand, BGHN 1572 thousand, BGN 19 207 thousand, BGRN 5 385
thousand, BGN 14 thousand and BGN 1 721 thousand, respectively that have mortgages and pledges in favour
of commercial banks under loan agreements and bank guarantees issued.

*  The presented values of property, plant and equipment as at 31.12.2018 inelude lands and buildings, owned
by the subsidiary “T'race Serbia” AD (J5C), for which the entity has title documents. In accordance with the
Act on Legahisanon of the Sites of the Repubhic of Serbia, dated 2015, these real estates are subject to
lepitimation / legalisation. Pursuant to this Act, sites that have been built / constructed without a permit for
LS are grnnwd such a permit (f:‘.-r use) after the completion of the procedure for obtaming such a permit for
use, This permit for use 18 submitted to the Real Estate Cadastre, Pursuant to the Land Conversion Aet, in
force as of July 2015, and the formal instructions of the state administration in early 2016, the entity has
submutted requests for conversion of the owned by it land. According to these procedures, dunng the penod
2015-2018, *T'race Serbin™ AD (JSC) has legalised part of its sites and has flled applieatons for the remaining
sites that are being processed. Lands and buildings with carrying amounts of BGN 4 156 thousand, have been
legalised in “Trace Serbia®™ AD (JSC) at 31.12.2018,

1.2, Investment property

Land Buildings Oiher Total
ARRELR

Book value

Balance as ar 31.12.2016 = = . =

Auditiomn 720 ’ | 754 2480

Trunafure ecim PIPLE 300 138 : 447

Balance as ur 31,12.2017 1035 134 1754 2927

Aeldinemm 1 536 2453 : 1 08

Disprsitls

Tranaless of nases 1754 - {1754)

Balance as at 31122018 4 325 25M - G 916

Depreciation

Balance as at 311220106 - - v -

Tranafers Trom ' 21 21
“Balance as at 3L12.2017 . 21 . 21

Adddiiym : 45 A5

Balance as at 3L 12.2018 . (11 = 0o

Net book value

Net book value an at 31.12.2017 1035 17 1754 2806

Met book value as ut 31122018 il 328 2838 x i 850

® The mvestment property refers to landed properties, buildings and the adjoining them lands, specifically
detached parts of buldings for independent use, intended for long-term reatal to subsidiaries and third parties.

®  The presented values of investment property at 31.12.2018 include lands and buildings with earrying amount
of BGN 1 842 thousand and BGMN 2 418 thousand, respectively, which have mortgages and pledges in favour
of commercial banks under loan agreements and bank guarantees tssued,
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LA Intangible assets

Righis Soliware Othor asscis Total
"~ Book value
Balunce an at 3L12.20146 2122 587 i 2523
Adddiinine 114 7 i 124
Dhagieiali fa) - i)
THifoet ol arcign eserency Franslatons 3 1 ; 3
_ﬁnluce am oar 3.12.2017 2242 254 147 2648
Aadiitiong ) | - 2]
Dol {33) {1ty {3
Hifvct of furoign cororney tranilations I
Balanee an at 31122018 2242 247 137 2626
Amoriisation
Balancy as at 31.12,2016 729 186 (1 UR3
Atddim 116 2R 11 115
Lhinpssals L (5 (T
Eifect ol forcign currency teanalion 1 L i
Balance an at 31.12.2017 R 209 79 1124
Additw 106 28 K 147
Dinjouinals (A% {10y {43
Balance as ar 31.12.2018 942 204 B2 1228
Ner baok value
Met ook value as at .ll..12.2ﬂﬁ 1406 ED [ 1524
Pt book value as a1 3L lﬂ.ﬂ.ﬁlﬂ 1300 43 EE 13908
L4. Investments in joint ventures
Investments in joint ventures 31.12.2018 3112207
Investments in joint ventires 24 24
Tatal 24 24
Investments in joint ventures under the equity method
Investments 31.12.2018 31122017
volume amount volume amount
Tence = M Invest, ('i:rn\m\y A% 24 510 24
Total 24 24

"Trace - M Invest” was registered on 08.09.2017 with a principal place of business in Germany. The ennity's
activity 18 related with infrastrucrure construction and high-rise eonstruetion. The joint venture has not engaged
1N any actvities ar year-end.
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1.5. MNon-current financial asscis

TR/.CE

Maon-current financial assets 31.12.2008 JnLizznz
TIH'.II‘IL‘IH' ansets, mensured at amortsed cost 11 5
Financial assers, measured at fuir muﬁ?iii{aim 8 - 11 11
Toral 22 16
1L.5.1.  Loans and receivables = non-current
Type 31122018 3L12.2007
Louns 11 5
Taotal 11 5
1.5.1.1. Loans = non-current
Type 31122018 31.12.2017
Loan recelvables from unrelated parties (net) &
Loan recewvables from unvelared parties 'Ir.‘."' o b 4
: iﬁgﬂﬂgﬂﬁeﬂ&fn‘ublu from unrelated parties - 1
Iimpaivinedt of loan ceceivibles from unrelated parties (1)
Total | R
L5.2. Financial assets, measured at fair value through OCI
Type 31.12.2018 31122017
Mon-controlling stake in the capital of other entities 11 11
Total = 11 11
Nun-n:anﬂulllng stuke (minority shares and interests) in the capital of other entities
l‘ype 31.12.2018 3.12.2017
volume TGS voliine At
GOF-SK-13-TRACE RAILINFRA CONS, [SC 0% 10 0%, 10
SRBIJOVEDE, ALFABANIE | 1
Total 1 11

These are presented at cost in the Statement of Financial Posinon as at 31122018 and 31.12.2017.

The iination of liquidation proceedings for "GCF-SI-13-TRACE RAILINFRA CONSORTIUM® JSC has
been registered in the Commeraal Registry on 26.11.2018. Eduardo Rossi was appointed as the entry’s
liguiclator, "GCF < 5K < 13 = TRACE RAILINFRA CONSORTIUM™ |5C was establishied in connection to a
contract for an awarded public tender, executed by "GCF < 5K < 13 = TRACE RAILINFRA"” — a Company
under the Law on Obligations and Contracts,
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16,  Investments, accounted for under the equity method

Investments, accounted for under the equity method JL12.2018 31.12.2017
Investments 0 associates 1 748 1 788
Towl all 1748 1788

Investments in associates, accounted for under the equity method

Investments 31.12.2018 31.12.2007
viliiiie Aol valiiie i ol
Technastroy-Inzhenering 99 J5C 33% | 747 33% 1 740
Redko Trace Internanional 0D (1 1 0% - o B 7
Voden Proekt (teansl, Water Project) Starn Zagori = 0 1 0%s 1
Company under the Law on Obligations and Contracts
Taotal 1748 1788

The entity measures investments in associates under the equity method.

L1y

lechnostroy-Inzhenering 99" |5C has its principal place of business in Bulgaria. The Group “Technostroy-

Inzhenenng 99" |5C includes and two subsidiaries. The activities of all entities of the Group are relate to
construction, repatrs and maintenance of roads and road fcilities,

"Redko Trace [nternanonal™ OOD (LTD) has s principal place of business i Qatar. The entty’s activity 15
telated with the construcnon of buldings, roads, bridges, railway and subway hnes, The associnte does not
engage in any acovities at year-end,

The movement of investments in associates is presented hereafter:

Indicarors TECHNOSTROY - REDEO TRACE
INZHENERING 99 JSC _INTERNATIONAL 00D (LTD)
Balance on 1 January 1740 47
Share in the eurrent period’s profit / (loss) 7
Effect of foreipn currency tranalitions - (5)
Lmipairment (+2)
Balance as 31 December 1747 -

Summuarised financial information on associates as at 3L12.2018

Indicators TECHMNOSTROY - REDEO TRACE
INZHENERING 99 |SC INTERNATIONAL OOD (LTD)
Current nisets 6 240 11
Mon-current anseis 3199 i1
Current labilities 44 933 H
Revenue 5199
Profit/(loss) from 18
CONUALLAE Bperations
Tonil comprehensive income iH
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Summuarised financial information on associates as at 31.12.2017

Indicatorns TECHMNOSTROY - REDEKO TRACE
INZHENERING 99 |SC INTERNATIONAL 00D (LTD)
Current apsets 5513 11
Mon-current nssets 3 660 11
Current linhilines 3 6H3 H
Revenue 4 751
Profir/(loss) from G
continuing operatons
Totl comprehensive income 1

1.7. Non-current trade receivables

'.I-'!rpc ILIZ2018 3.12.2017
Recelvables from related partdes outalde the Group (net) 5003 4975
Conteact receivables from contractd with customers 5003 4975
Conteact receivables from conteacts with customers (ner) 3876 5 361
Conreact receivables from contracts with customers 4205 5361
Imparment of contract receivables from contrcts with customers (f';ﬂj - = -

Total #9569 10 336

® Retention bonds under construction contracts that are expected o be realised in more than 12 months after
the end of the reportng peniod are presented as non-current trade receivables.

= Retenton bonds under construction contracts, amountng to BGN 5 093 thousand and BGMN 3 278 thousand,
are included under the presented as at 31.12.2018 conteaet receivables from contects with eustomers — related
parties and conteact receivables from contracts with customers, respectively,

= Contract receivables from conteacts with customers, to the amouwit of BGN 327 thousand, have been
impaired by the branch in the Czech Republic as at 31.12.2018,

1L.4. Other non-current receivables and assets

Type 31122018 3zz2m7
Guarantees / bonds issued and depasits placed 269 128
Advance payments 38 382
Receivable fram COB AL (insolvent) = 5 6A2 5725
lmpmrmunl of recervable from CCB AD {insolvent) (5 GH3) (5 241)
{ither recevahbles OR 3

Total 405 1837

* Non-current guarantees ssued are cash collaterals on performance bonds, 1ssued by banks for projects and
sites with validity untl 2036,

* Non-current advance payments include insurance of projects and sites, with validity unul 2024, and
performance bonds, issued by banks for projects and sites with validity unnl 2026.

* Based on the facts and circumstances available ar 31122018 and at the date of authorsaton of the
consolicdated financial statements for 1ssue, and based on the lawyer’s assessment of the collectability of the
recervibles from CCB (insolvent), the Management of the Group has decided to impair the receivable in full.
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1.9, Deferred tax assets

Temporary 31 December Changes in the Miwement of deferred wxes in 2018 31 December
diffcrence 2017 'm".‘;;:l increase decrense 2018

“Temporary Deforred Temporary Defemed Temporary Dofermd Tomporary Deferred  Temporary Defened
difference x  difference fux differonce nx difference fax difference fux

Deforrod wax ansats

Tmpairment 10870 1 085 FETET 532 54 (1925 (195 i5 766 ; 1

Coinpunmited laved i [y - - 7h6 73 (543) (59) THO : zﬂ
“Thin capitalisation 234 0 . : . . (334) @y : ’

Loks 12380 1238 : 161 17 37 (638 6178 617

Income af individuals 2064 207 = - 4967 496 (2321) (33D AT a472

Provisions 12001 1197 : 508 504 (7063  (790) 07z 005

Laong-torm umpliyee 280 25 - - 2 10 {09) 9 75 26

benefin

| S0 o pruﬁu 269 A5 . ' . - . . G0 s

Changes i inierests m {1401} R ] " . . . 1 401 140

atilviiclia i

Tixpired payubles 1060 106 . 146 15 (8BY) (89) H I
“Total assets: 38363 383G 1420 11 16 580 1 (I8980) (1 373z 3

659 uil0) 736

* The probability that differences will have a reversal in the furure and the ability of the Group 10 penerate
sufficient tax profitis taken into account when recognising deferred tax assets.

* Deferred tax asset in the amount of BGN 210 thousand, relating to the taxable loss that was realised in
previous years by the Parent’s branch in Serbia, has not been recognised ar 31122018, Pursuaiit to the
requirements for the Corporte Income Tax Act, the Parent can carry the taxable loss within 5 years as of the
date on which such is incurred, only from the txable profits realised in Serbia,

1.10. Goodwill
Goodwill amounts to BGN 447 thousand at the nme incurred and anses from the acquisinon of 70% of the
eapital of “Vior Velika Morava” AD (JSC) — Belgrade, Serbin from “Trace International” LTD in 2008,

The Management of the Group has initiated the requisite procedures to perform the mandatory st for
impairment of goodwill upon the acquisition of the subsidiary, recognised in the Consolidated Annual Statement
of Financial Position. As a result of the analysis, conducted by the Management of the Group, impairment of
goodwill in the amount of BGN 447 thousand, has been recognised at 31.12.2018,

1.11.  Inveniories

Type 3.12.2018 3112.2017
Marterials (net), including: 6 788 7792
Direct materils 4 Bla 5701
Spare party 925 954
Fuel, oil and lubncants THE 879
Ancillary materinls 177 182
Other materials 52 !
“Oivetheads - 1
Output (net) 1165 1345
Output / production 1165 1 345
Goods (ner) ii 52
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sondi 1 52
Wark in process (net) 5 17
Work in process 3 17
~ Totl 7964 9 206
1.12.  Current trade recetvables
Type 31.12.2018 3L12.2017
“Receivables from related parties outside the group (net) 19 542 28 752
Contract receivables from contracts with customers 17 657 17 027
Impaitment of contract receivabiles from contracts with customers (24
Contract assers from conteacts with customers 1 654
Impairment of contract assets fram conteacts with customers &) -
Advance pavments recevililes LS 1 825
Oher wade recevables 24 -
Contract receivables from contracts with customers (net) 35030 67 6dd
Contract recavables from contructs with customers AT 67 BTG
Impaement of contract receivibles from contricrs wath customers (2 738) (232)
Contract assets from contracts with customers (net) 13 806 -
“Contrict assots from contmcts with CUNTOMErs 15 806 .
Advance paviments receivables (net) 3243 10 ﬁﬁ,’
Advance payments receivables 3871 10 621
Impairment of udvince payments receivibles (628) (20
Operating lease receivables (net) 9 -
Oiperating lease receivables 0
Other trade recelvables (net) TE2E .
Oither reade receivables 580 s
Impairment of other trade receivables __(M) =
Total 72155 106 991

= Retention bonds under construction contracts, amounting to BGN 5 831 thousand and BGN 4 599 thousand,
respeetively, are included in the disclosed contract receivables from contracts with eustomers with related parties

and contract receivables from contracts with customers at 31.12.2018,

® The Group has pledged as a collateral a special pledge an a set of receivables from contracts, eoncluded by
and between the Group and thied pattics, in connection with obtained bank loans and conteacts for bank

puaraniees.

The aging structure of trade recervables is as [ollows:

amount relative share
Up to 60 days 59 294 T0Wa
61 days = 120 days 7 9RO By,
121 days — 180 dayy B 358 10%
181 days = 360 days 1497 e
Owver 360 days 7842 gy
Total B4 980 100%
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1.13.  Other current receivables and assets

TR/\CE

Type 3L12.2018 3122007
“Recelvablen from related parties outside the group (net) iy RS
Dividends receivables 331 331
Litigation receivables (net) B 799 1975
Lhi“ll‘;il‘! recervalilos = 3683 4 266
-I':':-'l-pnirmcnt of litigition receivables (2 884) (2291)
Social insurance receivables 37 27
Socul insurince 37 27
Other current receivables 1599 2 B10
susrantees / boneds issued and deporits placed RETH 90K
Insurince recervables 20 25
Advance payments 502 | 489
Receivables in respect 1o deficits and thefis I .
[Dividends receivables ' 6
-\-'.."ﬁ to b utilised in o subsequent fax Fnriud 174 .
Other receivables 140 308
_!_T.Elmm of ather recervables (98) (16)
Recoverable taxes 3 BEo 5177
Value Added Tax 3720 4944
Corporate Income Tax 430 220
Oither raxes w " ]
Tatal 6 925 10320
L14.  Current financial assets
Current financial assets 31.12.2018 3.12.2017
Finonein] assets, measured ot amortised cost 113 | 787
Total 113 1787
L14.1. Financial assets, measured at amortised cost
Type L1208 3112.2017
Loans 113 491
Receivables, earned through cessions - 1296
Total 113 1787
1L14.1.1. Loans = current
Type 31122018 3.12.2007
Loan receivables from related parties outside the group (net) = 153
Loan receivables from related parties outside the group 204 204
Iinrerest receivables, ncerued under loans o reluted Pnrr.'u:n outside the group 74 _":'.L
Impaement of loan receivables from related putties outside the group (278) {(126)
Loan receivables from unrelated parties (net) 113 338
Loan receivialiles from u:}rﬁl_lrl{l;_:‘l []IE:.I'IE'I ) 223 2}.'?-
Interest receivables, acerued under loans to unrelated parties 144 161
Impairment of loan receivables from uneelated parties. (258) (109)
Total 113 491
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TR/.CE

Loans to unrelated parties have been Emm-.-cl under the following conditions:

Barrower Contracted  Intereat % H:mrlty Securltics / Guarantecs
loan
Amonnt
Hydropromet Engmeening BGN BY 12%) 3a2.2m2 Promussory note
thousand
Tadorsw AD (J5C) RGN 100 20%, 31.12.2006 Promissary note
thousand
Mohamed Ahmedov Ahmedoy BGM 17 7.5% 30,07.2020 Pm;u'umrg.* note
thausand
FC Vereya NGO BGN 17 1% 3122018 None
thousind
FC Vereya NGO BGHM 10 ™ 30,06,2017 Promussory note
thousand ~
FE Dinamo Vianje BGM 25 ti% 08,111 3016 Promissary note
thiousind
BBA Road Safery Awsociation BGN 10 AIR+2% 31.07.2021 Mone
thioussnd
Balances of loans 1o related partes ar 31.12.2018
Borrower Curtent portion ut MNon-current portion st
amortised cosn amortised cosn
_['rinnipnl Interesi i'rlm.'lpn] Iinterent
Hydropromer Engincering HH 21
ll}'l:lmprnmut Englnurtng 4mpui.rmzut (BH) (21)
Todaray AD (5C) 92 25
Tadoray AD (JSC) — imipairmient (92) {25) -
Mohamed Ahmedov Ahmedov 3 : 2 N
_Jh_l:ﬂmmﬂi Ahmedov Ahmedoy = impaument [12 )
FC Vereya NGO 7 .
FC Vereya NGO 17 7 b
FC Vereya — impairment (24) 5| -
FK Dinpmio Veanje 16 G
Others - 89 10 =
Tatal 14 95 1 -
L14.1.2.  Receivables, earned through cessions — current
Type B 31.12.2018 31.12.2017
Receivables, earned through cessions from unrelated parties (net) - 1296
Recewables, enmed through cessions from unrelated parties 1 296
Total - 1294
L15.  Cash and cash equivalents
Type 3122018 31.12.2017
Cash in hand 56 121
Denominated in Bulgarinn Lev(a) (BGN) 1] Ot
Deniominated in (oreign cuttencies . 0 31
Cash at bank (in current accounts) A5 887 35 652
Denominated in Bulgarian Lev{u) (BGX) 37022 A0 482
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Denominated in foreign curtencies H BOS 5170
Cash equivalents 170 276
Regeivablen from employees 169 276
Ohther cnsh equivalents I icH
Restricted cash amounts 210 435
Cureent deposits 114 -
Impairment of cash {31 -
Total 36 407 36 484

* Resmcred amounts include the cash, avalable in the current accounts of the branch in the Czech Republie,
amounting to 55 thousand, that are parmished under an imtated Execunon Proceeding,

® Pursuant fo the conducted analysis and the apphed methads to measure the estmated credit losses on cash
and eash equivalents, the Management has decided that it is necessary to impair the eash and eash equivalents

by BGN 30 thousand.

Cash reconciliation

Statement of Financial Position — Stiement of Cash Flows

Type 31.12.2018 31.12.2017
Cash and cash equivalenis in the Consolidated Statement of 36 407 36 484
Financial Position
Impurment of cush 3 -
Cash and cash equivalents in the Consolidated Statement of Cash 36 437 36 484
Flows
116, Equity
Lia.1. Share capital
Type of ahare 31.12.2018 3122007
Number Value MNominal MNumber of Value MNominal
of shures shares
Oredinary
churchnncd 24 200 000 24 200 D00 1 24 200 000 24 200 000 1
uned paid
J.E.':". Pk ——
Repurchased (5 870) {22 510) 383 (3555 (16 490) .6
Sreasury shaces Ty N A o =
Total: 24194 130 24177 490 24 196 445 24 183 510
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" Sharcholder 31122018 Lo
Number of Valug Paid Ya Numbor af Valur Paid L
shares share sharos share
Criling = M 2178 B 2178 G0 2178 000 D00 2178 000 2178000 r J l'ht aon 0,00 &
1113
Rikoilay 16 205 83| 16 205 B3] 16 205 B3 6607, 16 205 B3I 16 2068 831 16 20583 6697
Mliliaylin
3unIn}l:w| | 202056 | 203 (156 1202056 07"
| yvibeniva
Manl Duney 33wl 33 941 33 941 014" 33041 33 741 33 941 014" _
Huylltl 1068 10068 10648 D04%s 111 164 1068 10 06R 0044
Deleliey
Rusmtan T 10 T o Tion 003 o (R GOl O3
Dhinrva -
Licniiivi
Cither 4503 004 4 563 004 A563 004 18 B 5761 675 5701 675 5701075 2381k
shurohaoldors — _ — .
Trace Cimoup 5 R0 SHID SHTD DO 3555 3555 3555 001"
Pl L
Tredsiy
uhnmmnul 2hatze
Total 24200 000 24 200 000 24 200 D0 X 24200 000 24200000 24 200 000 s
Trace Gironp (5 BT (23 410) (22 5100) (3 554) 106 490, {16 490)
ol P —
frizaninry
aliares
Total: 24 194 130 24 177 490 24 177 490 100" 24 1% 445 24 183 510 24 183 510 100"

® At the end of the cutrent period, Trace Group Hold PLC and 18 subsidiaries hold 5 870 repurchased treasury
shares, amouniing to BGN 23 thousand,

L16.2. Share premium

Share premium, amountng to BGN 21 739 thousand at year-end, 15 formed from the capital, 1ssued by the
Parent in 2007 — BGN 21 763 thousand - and from the wsue and repurchase of treasury shares in the period

20142018 = BGHN 24 thousand.

116.3. Translation reserve

Translaton reserve, amounting to BGN 798 thousand (los) is formed from foreign exchange gains / (losses),
nnulng in the tﬂumlnuun of the financial statements of the foreign entities into the presentation curtency of the

G roup.
1164, Reserves
General renerves E":lhur FOROTVEN Total reserves
Reserves as at 31,12.2016 = 2420 57179 59 500
Increased by: - 051 951
Profit durribunon 051 051
Deceeased by - (6) (64)
Others - (64) (64)
Reserves as at 31.12.2017 2420 B8 (b6 o0 486
Increased by: - B 903 #9203
Trobit distribution - B 03 H 903
Decrensed by: N = =
Covering losses
Chthers - .
Reserve as at 31.12.2018 2420 66 969 69 389
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116.5. Financial result

TR/ CE

Financial result Value
Profit as at 31122016 122
Increased by: 4127
Prabt for the financial reporting peniod 2017 3 845
Others 252
Decreaned by; (951)
Allocation af profit 1o reserves (951)
Profiv as ar 31.12,2017 3208
Effect from tansition to (first-time adoption) IFRS 9 and 1FRS 15 (1 D85)
hﬁl:i[l'liﬂ.’ balance as at 31.12.2017 2213
Increased by: A
Prafit for the finuncial reportng 2018 5905
Ulthers 67
Decreased by: (10 432)
Dividends disteiburnion (152m
Allocation of profits to reserves (8 903)
Loss an ar 31.12,2018 (2 247)
Logs as at 31,12,2016 (11377)
Increased by: -
Decreased by: =
Loss as at 31.12.2017 (11377)
Increased by: — 5
Decreased by: N
Loss as at 31.12.2018 (11377)
Financial revult an at 31.12.2016 (11 255)
*Financial result as at 31,12.2017 (8 079)
" Financial result as at 31,12,2018 (13 624)
117,  Non-current financial liabilities
MNon-current financial liabilities 31.12.2018 31.12.2017
Lense payables 227 1511
Financinl labilines, measured ar iimortsed cos 5338 1 340
Tuotal 7 609 24851
1.17.1. Lease payables = non-current
Type 31122018 3L12.2017
Lease payubles o unrelared parues 221 1511
Total 2271 1511

* Furure mimmum lense payments, payable within 1 year and those due to between 1 and 5 years, are disclosed

in detail under Note “Lease payables — current”,
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1.17.2. Financial liabilities, measured at amortised cost = non-current

TR/ .CE

Type 3122008 3L12.2017
Loan payables 5338 1 340
Totl 5338 1 340
1.17.2.1. Loans = non-current
Type 31122018 3L12.2017
Loan payables (o fnancial msttutions 5334 1 340
Total 5338 1340
118,  Non-current trade payables
Type 3122018 31.12.2017
Payables to related partdes outside the group 2 456 1420
Supply payaliles 2 456 1 420
Supply payables 7577 B 511
Total 10 033 9931

* Retention bonds to subcontractors under construction contracts are carned as non-current supply payables

to related and unrelated parties.

119, Non=current provisions

Type 31.12.2018 3.12.2017
Provisions for long-term employee benefits 677 627
T Tl 677 627

1.19.1. Provisions for long-term employee benefits

-Ty'pl.‘ 31122018 3.1z.2007
Present value of the payable at 01 January 627 545
Payable, recognised in the Balance Sheet at 01 January 627 545
Interest expenne 2 3
Curtent service cost 03 58
Eﬁﬁ?ﬁﬂmm&ﬁml actunlly executid redundancies UpOn Merger - 11 (6i1)
Payments, conducted within the period (fdh) (19
~ Actuatial profit, recognised within the pu;indde other changes B 96
" Present value of the pay able at 31 December 677 623
Unrecognised actuaeial profic / loss ur 31 December - S —
l"nynhl:, ﬂ:cugnil:d in the Balance Sheet at 31 December 677 627

MNon-current employee benefits payables include the present value of the payable, due by the entities of the
Group - operting manly in Bulgaria and Serbin = for redrement benefits at the date of the Statement of
Financial Posion, In accordance with the Labour Code, enacung in Bulgaria, each employee 15 entitled 1o a

retrement benelit of two gross salieies, and if he / she has worked with the same employer in the last 10 years

of his / her service = his / her retirement benefit shall amount 1o six grosa salaries as at the retrement date.
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In determining these payables, the entities of the Group performed an actuary valuaton, appointng for this

purpose a certified actuary.

The core assumptions, employed in determining the retirement henefits ablipations, are stated hereafter:

2018 2017
Discounung rate 1.25% 2.00%
Puture increase i1 the remuneiutions = for the negt purim,! 5. O0Y, 500,
Future inerease in the remunerations = for each '.ml.muquun( pcrmd R0 500
1.20.  Deferred tax liabilities
Temporary difference 31 December 2017 Movement of deferred taxes in 2018 31 December 2018
increane decreuso
Temporary  Deferred  Temporasy  Defested  Temporary  Defersed  Temporary  Delorrod
dilferenee tux difference tax difference Lix difference Hik
“Deferred tax liabilitics
Amoctisation B o0 Bo2 3 &a0 354 {2707y (270) 9753 976
Tntea group profits it a7 ; 260 =gt
Total labilides: 9166 919 1560 354 (2707) (270) 10019 1003
121, Other non-current payvables and labilities
Type 31.12.2018 31.12.2017
Deposits and bonds® payables 129 159
Concesslon payables 999 1072
Toml 1128 1231

* Payables under performance bonds, issued by banks for projects and sites with validity until 2035, are carried
as other non-current payables,

1.22,  Current financial liabilities

Type 31122018 31122017
Lease payables 1315 B2
Ifinnncial linlulities, mensured ar amortsed cost | 627 :’I,-_ﬁl?nr
o Total 2042 3427

1.22.1, Lease payables = current

Type MAZ2018 3LIZ2017
Lease payables o unrelared parties 1 315 H42
Toiml 1315 R42
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Finance lease, excluding related parties

Future minimum lease payments as at 31.12.2018

Up to 1 year 1 year =5 years Over 5 yoars Total
Lenne pavments 1 394 2 M0 s 3 734_
Discounting (7t (69) : (148)
MNet present value 1315 2211 - 3 586
Future minimum lease payments as at 31,12,.2017 o
Up to 1 year 1 year -5 years Over 5 years Total
Lease paviments B o wr 157 2478
Discounting (63) (6l : (lﬁ}_
MNet present value Hi2 1511 s 2 353
1.22.2, Financial labilities, measured at amortised cost
Type 31.12.2018 31.12.2017
Loun (obtuined) pavables 1 627 2 5a5
Toal 1627 2 585
12221,  Loans = current
Type 31122018 3112.2017
Loan payibles to financial insntutions 1569 2530
Interest puyables on louns from fnancial institutions 8 4
Loan piyables to unreluted parties 5i) &1
Total 1627 2 585

Loans from unrelated partics and financial institutions have been obtained under the following terms
and conditions

Bank / Creditor  Contracied Interest % Maturity  Securitics/ Guaranices
loan
amount
Piraeus Bank BGH 245 3 m. Reference Interent Rare(RIRY 3% 300062021 Mortgage on real estate,
Bulgaria AD thousand pledge of recoivables
UniCretlit BGN | month Average Depouit D2.03.2019  Mortgage on real estate,
Bulbank AD 13000 Index (ADI)+2,95% pledge  of  non-current
thousand inngihle assets  and
receivahles
5G Expresshank EUR 440 1 m. Euribor+2.9% AOBE2020  Pledge  of  non-current
AD thousind tangible asseis
5G Expressbank EUR 443 1 m. Euriboet2,9% 30,06.2020  Mortgage on real estate
AD thiousancd
SG Expresshank EUR 401 1 m Eurdbart 2.25% 28022021 Pledge of non-current
AD thousand mngj.l:lc aasits
LIBB AL BGN 900 | m. Reference Interest 20,10.202%  Martgage on real oatate,
thousand  Rate(RIR)+3.15% for BGHN pledpe of recevables
LBB AD BGH 300 | m. Reference Interest 30092019 Mortgage on real estate,
thousand  Rafe(RIR)4+2.5% for BGN / | m. pledge  of  nen-current
Funbor +2.5% for EUR tangibile AHAETH aiidl
receivilbles, codebtor
relited party
D5k Bank BGH 5000 1 m, Eurtbort 2 B69% for BGN 25.06:2025  Morgage,  pledge  of
thoisanic recetvaliles
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Balances of loans obtained as at 31.12.2018, excluding related partics

Bank / Creditor Current portion at MNon-current portion at
amortised codl amuortised cost
T nictpul Interent Pringipal Interesi
5G Expressbank AD 608 506
L'BB AD 138 1 532 .
“Pirncus Bank Bulguria AD 40 . 74 =

Arhlencs Club Beroe RGO 50 .

Bank DSK AD 774 7 4226

Total 1619 8 5 338 -

Changes in liabilities arising from the financing activities

The table hereafrer presents the changes in the liabilities from financing actvites, presenting both the monetary
and non-monetary changes. The liabilities, arising from the financing activities, are those linbilities the cash fows
for which aie, or the future cash fows shall be, elassified in the Statement of Cash Flows of the entity as cash
flows from financing activites,

Lishilities, uriulng from Onl Caiihi Misw from Chianges of non-monciary nature — non- On 3
financing activities January ﬁumlnm.lvll.lﬂ by l:!llh Decembar
Procecds Paymants Obined Liffear of Other
{incieaidn) changes in changos
fureign
mthﬂn s

Lasiaji-teerm il loans 1340 4 530 . - . {532) 5338
Shor-term bank loans 254 | 276 {3 01 279 532 1577
Lo Habalines 2353 H50 {1 130) | 407 7 5 566
Shiirt-terin teado loana 51 - x : = [t} 50
uiieelatedl [m'riui

Toual labilives feom 6278 6 665 (4 174) 1776 . o 10 551

ﬁmmcini activities:

1.23.  Current trade pavables

Type 3.12.2008 3iaz.z2m7
Payables to related parties outside the group 16 943 38 836
Supply payables - 15242 18 501
Contract linhilities from contract with cusromers 1 553
Advinees reeeived payabiles 02 20 335
Other trade piyables 56 =
Supply payables 51214 66 9dd
" Contract Habilities from contracts wil.h customers R -
“Advances received payables 513 16 353
Toual 76 873 122 133

* Retention bonds under eonstruction eontracts, amounting to BGN 2 150 thousand and BGN 6 051
thousand, are ncluded in the presented payables o related parties and supply payables as at 31.12.2018,
respectively.
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1.24.  Tax payables

TR/\CE

Type 31122018 31.12.2017
Value Added Tax 2299 H35
Value Added Tax — interest 101
Corporare rix 209 133
_Curpnnllu tix = lnlerest - 2
Personil Income Tax 325 272
Withholding Tax 23 :
Thx on expenses 14 17
Other tuxes ol il
Other tixes — interesi 21
Total 2936 1390
1.25.  Employee benefita payables
Type 31.12.2018 31.12.2017
Employee benefits payables 2117 2 047
Including payables of unused compensated annual leaves 062 506
Socil insurinee payables 61z 656
Inelading payablen of unused compensated annual leaves 1401 98
Tayables to the key management personnel = remunerations 1308 440
Payables to the key munagement personnel — social insurance _18 !
Payables under non-labour relations — termunetirions 206 B
Toral 4 351 3203
1.26.  Current provisions
Type 31.12.2018 31.12.2017
Provisions for legal obligations, including: 6772 11901
Provisions for olilipations under construction contracts 5 586 T8
Provisions for reclurnation obligations 493 u_i:ﬁ-
Provisions for other nhﬂgntinnn 6903 538
Total 6772 11 901

* The provisions, accrued under construction contracts, relate o assumed commitments (warenties) and
expected costs 1o replace possible defaults, The accrued provisions for reclamation relate 1o assumed obligations
for reclamation of lands in the extraction of underground natural resources and exploitation of mineral raw

miterials after completion of the activites,
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1.27. Other current payables and linbilitics

TR/\CE

Type 31.12.2018 31.12.2017
_Puynhlﬂ to related partes outside the group 3 988 4 639
Dividends payables 32% 3819
Pl:[mmn and bonds pavables 02 Bi0
lncluding punrintees of the 5B (Supewhury Bourd), AMB (Munaging 702 771
Boaed), B (Board of Direcrors)
Other payables and liabilitics 10 10
Deposits and bonds payables X 427 453
Concession pavables B8 108
“Dividends payables 17 174
Insurance payables 79 1]
Other payvables and liabilities 231 2418
Tatal 5 630 7872

* Bank guarantee payables, insurance payables and other costs under construction eontracts, completed in

2018, are included in other payables.

2, Income Statement

2.1 Revenue
21.1. Revenue from conrraces with customers
Type of revenue 2018 2017
Revenue from construction contracts, I.nr_']u:linnz 324 824 202 249
Revenue, :e:n!gnism:l within the penod 324 450 202249
J'#n"mﬁ@_md by decrvaitng the npmirg babancer of coutrt Fabifities 290a7 10 wyr
Under already satisficd performance obligations 76 .
“Revenue from sales of output (production), including: 10 564 # 559
Sales of asphalr mixnices B - B 918 6002
Sales of agprepaies 1551 2498
Sales of metal constructions Gh .
Sales of concrete and lime solutions and SBIE 7 15
Siles of emulsion 22 5
Sules of muinerl powder 3
Siles of others . 36
Tncluiding anil by decevciiing the apm‘:g bathennees of coutrect Babilities i
Revenue from sales of goods, including: 100522 7 885
Sales of muchines and equipment 1317 50
Sales of fuel and od 3253 1778
Sules of reinforcing iron 4447 1423
Sules of aggregutes and sund . 10
Siles of salt 717 1262
Sales of milway mareeiuls 1 551 75i
Sales of georexnle 3 .
Sales of bitumen 1077 1591
Sules of concrere, cement 7348 306
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Siles of nuphuh mixhires 423
Oither ﬂuudn 995 622
“Revenue from sales of Aervices, Includnlng: 960 706
Commissiony == - i
Services with mechanisation 129 254
Transport services 235 211
I_nl:lurntm}' services 17 0]
Consulting services il 10
Denign services 17 19
Tall 404
Other services TH 1413
Taotal 36 572 309 399
212 Other revenue
Type of revenne 2018 2017
Olperating lease revenue 494 377
Sales of industrinl wasre 16 a7
Insutance elaims received 7 73a
Surpluses of inventories 17 22
Penalties 2 6
-I"inhlr:u writter-off 1 026 187
Revenue from provisioned absences and benefits 58 .
Reversed pm\"inium under l:uﬂdmg wnd construction contracts 1 056G 1348
Reveried imparment of recelvables 138 13
Wiits und compenaationg awarded 10 173
Reversed provisions under other payables / obligations 40 :
Reversed litgation provisions . 712
Unused provisions written-off 1745 229
_Other revenue (ner) 537 333
Revenue from sales of materdals (31 1103
Revenue from sales of materialy 1472 1103
Carrying smount of marerials sold (1 503) -
Gaine / (Lossen) on disposals of non-current asscis 137 238
Giaing on digposals of non-current assets 247 471
Currying amount of assets disposed (110 (233)
Total 5303 5141

* Revenue from reversed provisions under contracts for building and construction works in 2018, amounting
to a tatal of BGN 1056 thousand (BGN 766 thousand - Trace Group Hold and BGN 200 thousand - Trace
Setbin), arise from the contractual obligations of the Group under assumed guarantees o replace possible
defaults under eonteaets for building and eonstruction works that have expired and reversed amounts of the

provisions, accrued in 2017,
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213  Frinance income

TR/.CE

Typ: of revenue 2018 2017
Income from participations and interest 5 21
Interest income, Inr.'luliinlr 74 308
Under trade loans 7 167
Under accounis » =
Uinder rrade receivables 54 127
Uithers 13 13
“From transactions with financial instruments 1 7
_Foreign exchange gains 625 1278
Other finance income 6 =
Total 711 1614
2.2, Expenses
221  Cost of materfals
Type of expense 2018 2017
"Direet materials 51 602 49 210
Fuel and lubricants 5635 6 823
Spare parts 1 4470 1333
Eleetricity 773 A5
Tiren 54 523
Ancillary materials 209 134
Road niEnu 147 104
Stationery 146 179
Lniforms / work wear, prorecrive equipment and medications 138 168
Vehiele consumuliles 115 136
Insrruments and consumables 88 85
Oither overhenads 66 #o
Murketing muteriuls B3 48
Water 3 38
Oiffice m.luipmr:nt consumibiles 3 57
Mutural gis 11 183
Heating 11 10
Tender documents 2 i
€ ither materials 326 20
Toral 61402 60 179
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222 Cosi of external services

'I’;r_p,- of expense 2018 2m7
Subeontnictors 185 492 152 085
Consaliing and other contracrs 7 222 B 705
Hired / Leased mechantsntion and cquipment 7 192 7 354
Contract services 7007 5278
Mired / Leased transpon 5 004 5 380
Transport services 2 a6n | 465
Design | 666 2237
Secunty 1 523 1511
Insurance 1 440 1131
-P.npujn and servicing of assets 1 294 1 263
Laboratory tesis 1 046 1002
Rentals 12 987
“Tuxes and fees 1002 1310
Blasting waorks 503 671
Legal services 479 3
~Communication services 391 373
Auddit 238 257
Civil contracts and remunerntions / fees 172 230
“Concession foes 151 131
Customs services 137 200
Subscnptions 130 130
.-\dvertiuinﬁ 94 Lo
Membership fee 6l 6l
'1'ru.inlng 53 40
Muintenuice acereditation 43 73
Srorage fee 41 202
Gieadetic services 17 6
-Rc-crunhmg rock service ' 10
Other external services costa 653 768
Total 227 720 193 948

* The Group discloses the amounts, acerued in 2018, for independent fnancial sudit services provided by the
regiatered auditors (CPAS) i the amount of BGN 213 thousand and for other services — in the amount of BGN
24 thousand.

223, Depreciation and amortisation costs

T}rpl: of expense 2018 2m7

Depreciation and amortisation cosis of production: 4183 4 245
Non-current fanghble assets 4 066 4121
Mon-current intangible assets 117 124
Depreciation and amartisation costs of administrative: B83 576
Non-current tngible nssers 53 555
Mon-curvent intangible asicts A0 21

- Total 5 066 4821

84



“TRACE GROUP HOLD” PLC

Consolidated Annual Financial Statements for the financial reporting 2018

224, Employvee benefits (Salarfes, wages and soclal insurance contribution coses)

TR/ CE

Expennes, incurred for: 2018 2007
“Silacles and wiges, Including salaries and wages of: 24 554 23 330
Pinduction pm{ﬁm:l = 16 298 15 185
Adminmtrative p:rmnnl:l 8256 8 145
Social insurance contributions, including contributons paid in respect oft 4 546 4 926
Production permoniel 3456 3 548
Administrative personnel 1 090 1 378
Including expenses of the key management personnel 3799 300
lncludlni expenses ielated o unused leaves 233 125
Total 29 100 28 256
225 Impairment losses
Type of expense 2018 2017
Lows on impairment of goodwill 47 -
Loss on impatrment of receivables 2 541 1 620
Loss on impatrment of cash 9 .
Lowa on impaitment of Goaacil assets 1 050 126
Total 4047 1746
2.2.6. Othercosis
Type of expense 2018 2017
Donutions and grants 1093 1618
Receivables written-off Ll 672
Budiness I:l.'ip: 549 523
Withhalding tax expense 460 -
Provisions for pavables 417 2515
Provisions under contracts for I.'luﬂdlrlg and construction works 376 4 430
Entertainment expennes A4 201
Socin] costy, presented in kind 351 397
E\i[.mrun with no luplmrti.ng documentation 197 1200
Pennluies and lnes 91 402
xpenses under Arncle 200 of CITA 0} 158
Hlmrruﬁl:: costs and retirement of non-curent assets BY 331
Labour medicine il 40
Interest expense on state recervables 4 12
Interest expense on commercial frnsactons 7 9
Unrecognised tax credit 25
Other coura 340 232
Total 5078 11 925

* The donations to the “Trace for People™ Foundation amount 1o BGN 1 037 thousand in 2018,
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227  Allowances

TR/\CE

fi'wc of expense 2018 2m7
Carrying amount of assets disposed (net) 10 681 8 dda
G sarrying amount of wuscts du[u:l:cd 10 681 H 440
Changes in the production stocks (nu) 08 78
..( |1un3|.-a in the [.\rm.lucnnn stocks 'l-ﬁg o 78
Caplitalised assets’ expenses 4 (22)
Other allowances 50 (163)
Total 10 844 B
228 Finance costs
_T‘;'pr of expenic 2018 2017
Interest expense, including interest expenses incurred: 572 B20
Under trade louns . 1
Undet loans [rom Gnancil msbitabons 271 270
Under leases g2 R
Under tade payables 218 417
Oithers 1 16
l:.xpl:nlﬂ, related with bank guarantees 1188 6i2
“Prom transactions In ﬂnmchl h‘llll'l.lml!l:lll 1 =
F;a_r;l}n :m.lmuge losses 257 456
Other finance costs 647 382
Total 2 665 2290
2.2.9.  Share in the result of associates
Entiy Ziis 2m7
Technostroy- ]11ahcnurlny, 09 J‘\('_. 7 3
“Redko '|“k-||_\:f' Internationd OOD (L. JLJ‘_I (5) :
Total —=== = = 3
2210, Tax expenses
Type of expense 2018 2017
Corporate income mx {408) (399)
Others (325) (403)
Total o (733) (802)
3. Sutement of Comprehensive Income
ﬂnmpunenu M December 3 December
. 2018 2017
Other comprehensive income
ltems that are not lub]m:l“ ‘(';.;Jéﬂ'l-:'ﬁéaﬁum reclasslfication in profit or loss,
including:
Actunrial guing / (losaes) 35 49
Items that are not subject 1o subsequent reclassification in profit or loss,
including: - R
Teanulaton of Toripgn ae fivition (240 (135)
Other comprehensive income (185) (86)
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4. Other disclosures
4.1. Consiruction contracis

The cumulative revenue under construction agreements for 2018 and the allocation over nme of the remaining
price under sipnilicant, incomplete construction contracts as at 31122018, 15 as follows:
=

Contracts in Revenue, Transaction Expecied perlods Changes in the expected
progress recognised under  price, allocated  of recognition of {rime) terms to satisfy the
the contract to the remaining the remaining perdormance obligation
{cumulative) perlormance transaction price
ohligations
Uptol 1year- Initial term Actual
year 2 year term
“Contract 1 55 280 20 0135 20035 2019
“Contract 2 RTIE! 1402 1402 2019
Conteact 3 5189 1 580 1 580 2019
Conteact 4 20 624 4989 B 989 2019
“Contract 5 20942 3 BB 3 BB 3010
Contract 6 54 308 A0 B2G 39 414 112 20200
“Contract 7 16 601G 3762 2762 A018 2019
Contract 8 (N 9067 6 500 3308 2018 2020
Conreact 9 1 095 5202 3202 2019
Contract 10 1971 LR 3 0na Mo
Coniruct 11 1 026 | 639 1 659 2019
Contract 12 176 1 198 1198 2010
Contract 13 a0 0 9 2019
Contract 14 110 636 23 704 23 794 2015 2019
Contract 15 34 518 2543 2543 Mil5 2010
_Cthnl'.r:u.'t 16 34010 20 20 2014 2010
“Contruct 17 3 10 760 10 760 2019
Contract 18 70 408 468 2019 2019
Conteaet 19 9 597 5067 5067 2019 2019
Total 375123 141 236 136 426 4810
construction
contrucis

4.2, Related parties and related party transactions
The Group discloses the [ollowing related parties:

Owner of the capital of Trace Group Hold PLC, exercising control, is Nikolay Ganchev Mihaylov — 66.97%.

Associates
Technostroy-Inzhenenng 99 |5C

Patno Poddarzhane (rransl. Road Maintenanee) Elhovo LTD « indirectly through Technostroy-Inzhenering 99
IE8

Zemit Story Inghenenng EOOD (LT1) — indirectly through Technostroy-Inzhenenng 99 J5C
Redko Trace Internatonal OOD (LTD) = indirectly through Trace Internanonal L'TD
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Voden Park (transl. Water Park) Stara Zagora — a Company under the Law on Obligations and Contracts

Joint ventures

Trace-M Invest, Germany

Other related parties:
Entities, reluted through the principal sharcholder

Galim = N LTD, Galini LTD, Himeolor |SC, Inzhproekr LTD, Systemhaus Fau LTD, Dikol-2 G Mihaylov
EOOQD (LTD), Infrainvest (1.T1)

Entities in which the Groih has jaint o significant control

PS5 = a Company under the Law on Obligations and Contraces, Voden Park (transl. Water Park) Stara Zagora —
n Company under the Law on Obligations and Contracts, Expo Tech Park — a Company under the Law on
Obligations and Conteacts, Innopolis — o Company under the Law on (thgmmnﬂ and Contracts, RPM
Karczhali 20014 —a (..nmp'my under the Law on Obligations and Contracts, PIM — T — a Company under the
Law on Obligations and Contracts, Mewo Stroitelstvo (transl. Metro Construction) = a Company under the Law
on Obligatons and Contracts, Patno Poddarzhane (wanls, Road Maintenanee) Bourgas 2014 < a Company
under the Law on Obligations and Contracts, GCF SK-13 Trace Railinfra Cons, J5C, GEF SK-13 Teace Ralinfra
Consortium, Infeastrukturne Stroitelstvo (transl. Infrastructure Construction) EAD, Evropeyski Zheleznitsi
(transl. Huropean Railway) — o Company under the Law on Obligations and Contracts, Gorna banya — a
Company under the Law on Obligations and Contracts.

Trace for People Foundatons ULNC ~ Trace Group Hold, primary founder
Key Management personnel of the entity:

Nikolay Mihayloy = Chairman of the Supervisory Board

Manal Deney — Member of the Supervisory Board

Anton Donchey = Member of the Supervisory Board

Desislava Lyubenova = Charman of the Managing Board (MB)

Boyan Delchev — Chief Executive Director and Member of the MB

Rositsa Dineva < Georgievn = Member of the MB

Related party transactions and balances

Sales
Customer 'T‘ﬂu- of transaction 2018 2017
Associutes und joint ventures Sefvices, naicts 77 384 48 434
Entities and persons, related vin the principul shureholder  Services 05 890 48 314
Key Manugement pessonnel Services, ussets 12 2
Toral 143 055 9 750
Purchases
Supplice Type of transaction 2018 2017
Prancipal shareholder Services 6 437 5109
Associutes and joint veniures Services, muaterials 342 1oy
E;FIM and persons, reluted Serviceds, materiils G2 087 10 052
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via the principal shareholder

key Munugement personnel Services, others . 5
Teace for lf'eupln Foundation ULNC Citheps 1 037 1 416
o Total 69 903 47 386
Receivables
* Customer 31122018 31122017
Associntes and jomnt ventures 13 338 B A8E
Enrities and persons, related 11 623 25170
vin the principal sharcholder
IKey Management personnel 5 :
Total 21966 34058
Pavables
Supplicr 31122008 3L12.2017
Principal shareholder # 581 7242
Associntes and joint ventures 1 60l 13 706
“Entities and persans, related 11 994 23077
vin the principal shinreholder
Key Manugement personnel 758 g0
Total 2294 44 R95
Loans granted
Dehiar Coniracted  Interest % Maturity  Securities / Guaraniees
loan
amount
Redko Truce Internations] 00D (LTI BGH 156 105% 31122016 Promissory note
thousand
Redko Trace International OO0 (1.713) BNG 235 10,8% 31122016 Pramissory note
thowsanid
Balances of loans granted (principal and interest)
Debior Current portlon st amortised cont
Principal Inierest
Gialin Mihaylov - 24
_Galin Mibaylov — impaiement . (28)
Redka Tiace Internntional OOD (LTI B3 4
Redko Trace International QOD (LTD) = impawment (83) {18)
Redko Trace International QOD (LTD) 121 28
Redko Trace International QOD (LTD) — imparment (121) (28)
Total = -
Interest income, acerued on loans E‘tuhtl:d _
Debior Receivable as m Acerued Received Receivable as at
3L12Z2017 in 2014 in 2018 3L12.2018
“Glin Mihaylov 29 I 28
Galin Mihaylov = impairment . (28) (28)
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Redko Teace International OO0 (LTD) a8 ) I8
Redko Trace International Q0D (1 .I'D) 18 i 1B
Redke Trace International OO0 (L oy - (23) (23 (46)
lﬂ“']mfﬂ‘eﬂf =

Total 52 (51) 1 5

Key Management's remuneration =
Type Amounts, acerued for:

Remunerations and social insurance contributions within the period

Board of Directors 20
Mnnnging! Bourd 1204
‘\uj‘.’rcr\'i:ur)- Board 1663
Manuges / Executive Directors 745
Controller 14

Tuotal: 3693

moE——— —

4.3, Capital management

Through its capital management, the Group targets to create and mantamn the ability to continue to operate as
a going concern, and to ensure appropriate retumn on the shareholders’ investments, and economic benefits 1o
the other nterested parties and stakehaolders in its business, as well as to maintain optimal capital structure in
order to reduce the capital costa,

The eapital secunity and structure are monitored on a current basis, Different sources of financing are employed,
with such being both the Group’s own sources of finance as well as borrowed funds from banks and related
partics,

T_ﬂn 3112208 3.12.2m7

Tatal debt capital, including: B8 779 93 143
Liabulities = reloted parties 19 251 19921
Liabilities — unrelated parties 6% 528 73223
Decreased by: (36 407) (36 484)
Cash and cash equivalents

“Net debt capital 52 372 56 659
“Toral cyuily 101 218 98115
Total eapiral 153 590 154 774

Leverage ratio o 0M 0,3‘?_

4.4, Financial risks

In the eourse of its ordinary setivities, the Group may be exposed to different financial nsks, the most significant
of which are: the currency risk, the eredit risk and the liquidity rsk. This is why the overall risk management is
focused on minimising the probable negative effects, which could have an impact on the Gnancial results.
Finaneial risks are identified, esumated and monitored on a current basis, through various contral mechanisms,
in order to determine adequate service prices for the services rendered by the Group, and to adequately assess
how the available liquid resources are muntuned, without placing undue concentration on a mven risk.

The various types of nsks that the Group 1s exposed to in the course of its ordinary activities and the approach
followed in managing these nsks are deseribed hereafier.

Credit rislk
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[n the course of its activities, the Group is exposed to eredit risk, whieh is telated to the nsk that some of s
counterparties will not be in a position o meet their obligntons wholly and in the nommally expected time
periods,

The financial assers of the group are concentrated in three groups: Cash, receivables from customers and
financial assets = loans pranted.

The Group's cash and cash at banks (current accounts) are concentrated 1n the following banks - “UniCredit
Bulbank™ AD, “DSK"” AD, “"UBB" AD and “SG Expressbank” AD. The Management believes that there is no
risk 5o long the serving banks maintain o stable liquidity.

3L12.2018 Overdue “With time 1o matny With re-
negotinted
n:ultm'[ly that
has not expired
Impaired Impairad Mot impaired Mot impaired Tatal
MNon-ciirrent asscts = 11 G 481 2 893 9 385
Moi-euerent fnanciil asiots . 12 - 12
Muon-current Gnaneinl asiers — ; (1) ; ) (1)
lifipuileiiiedil
Mun-curcent cende and orher = . 5003 . 5003
receivables from related parties
Monscurrent trade anid utﬂzr & LNt = 1 3RH 2 RU3 10 200
receivahles =
Mon-current trade and other (6 009} - - - {6 009)
recelvililes - impairment
Current asscis - 113 55078 14 877 70 968
Current linancial assets from 278 - 278
rebitted partion
Cuprent Ananeldl aueis from (278) : : - (278)
_related parties — impairment

Current Anancial anseis . 257 114 - - 371
Current El:lm:i.-:“ﬂ ARBELE — (257) (1) . - (258)
LNRIEment
Current teade and other 24 - 19 642 19 666
receivabiles from related puetes
Current teande and other (24) . (24
receivables from relared pacries -
lnpairment
Current trade and nther 5 7R = 36 336 14 B77 56 097
receivalilen —
Current trade and other (5 784) - . (5 784)
receivables < impairmet

Totul financial assets - 1_24 ﬁ_ir 450 17 770 80 353
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Liquidity risk
Immediaie 1 month r Iycar— Over5  Withno  Total
ALIZ201R -3 months 5 yeans yours  mafority
matlis =12
monihs

MNon-current ainets . . = 9 386 a0 15395

Muop-curfent fiianeial asseis 12 12

Moii-eurrent trade and otlier receivables from relanad partics 5093 5003

Meom-current trade pnd wther rocenvablen 4 281 6007 10290

Monscurrent Habilities = g . 18 D32 530 = 19 471

Mom-current fimancial [uhllllll; . :f?'l'_l_ h‘i}ﬁ B30
Mon-eurient trade and other payablos o related partes 2456 2456

Mon-current tende and orhiey puynb!h B 705 A 705

MNet liguid dishalunce — non-current - - - (95d4n) EE—ﬁj- GO0% (1 076)
Cumulative liquid disbalance = non-current . . - (9546) (10 OK5) @o76) (@076)

CUFrent AREem 36 437 23 28] 47 688 - G343 1574y
Current fnneial assety from related prarrics 78 I8

Current Dinanei] assei 114 57 371

Currenr trade and other recervables from related parties 5 543 14 099 24 19 666

Current traide and other recevables 177534 33475 5781 56 007
Canly and canly eqovalinis 36437 36437

Current liabilities - 2288 53269 - - 758857

Current fmanenil linbilines "o 2463 3265
Current teade and other payabled o related pariies 5214 14 082 19296

Current trade and other payables 16 572 36 724 53 200

Met liguid disbalance — current 36447 a1 {5 53]') = = 6 343 317 802

Cumulative lyguid dishalance = current 36 437 37130 31 549 3 549 31 549 3TRYZ  A7802

Taoral financial assets 36 437 23 281 4T GER 9 386 E 12352 129144

Total finuncial liabilities - 2258 53260 IHOA2 539 - 08328

Total Not Liquid Dishalance T 693 (5581)  (9546)  (539) 12352 33816

Total Cumulative Liguid Disbalance 36437 37130 31549 22008  2i46d 33816 33816

Liquidity risk is expressed s the adverse situation where the Group will not be in a posinon to meet
unconditionally all its obligations upon their matunty. A conservative iquidity management policy 15 followed
in order to constantly maintain optimal cash liquidity and a good ability to finance s economic activities, The
maturity and timely payment are monitored by the Finaneial-Accounting Department, on o current basis, while
muntaning the necessary information on the available cash and pending payments,

Tntereat risk

Interest tisk is the risk that the fair value or the future cash flows of the held by the Group finaneial assets and
Liabilities will vary as a result of luctuations in the market interest rates. The instruments with fixed interest rates
are exposed to the sisk of fuctuations in the fair value beeause of changes in the interest rate levels — the changes
in the levels of marker interest rates will affect the value of held financial assets and liabilities with fixed interest
rate. The financial assets and labilines with foanng interest rates are exposed to eash flow nsk - future cash
flows generated from these shall depend on changes in marker interest rates.

Overall, the interest-bearing finaneial assets and labilities, representing finance leases receivables and payables,
and loans obtained or granted, form a significant portion of the strueture of the Group's assets and labilities,
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31122008 Interest- With With fixed  Total
free floaring intereal e
interest %
MNon-current asscts 9374 - 11 0 385
Non-current financial assein 11 11
Mon-current trade and other receivables from celated parmies 5003 50193
_Mon-current trade und sther receivables 4 281 4 281
_Mon-current labilitics 11 161 5338 231 18 770
on-cureent Anancisl Labilities 5338 2371 7 609
Moncurtent trade snd other payvables from related parties 2 456 2456
Non-eurrent trade and other payables B 7005 8705
Long-term risk exposure (1787 (5 338) (2 260) (9 385)
Current assets 71 380 35971 18 107 375
Current financil anvcis 5 18 113
Current tride aod other veceivabiles from related parties 19 642 19 62
Current tende and other receivables 51213 5] 213
Caaliand cash equivalents 436 15071 36407
_Current liabilitics 72 650 1569 1315 75 534
Current finuncial labilities 5H 1 5649 1315 3042
Current teade and other pavables from relared parnes 19 200 19 296
Current teade and other payables 53 206 53296
Short-term risk exposure {1264) 34 402 (1297) 3Mad
Total financial asscrs 8l 760 35971 29 116 760
Total financial linbilities B3 Bil 6907 3 586 94 304
Toul exposure o intorest risk (3 051) 29 064 (3 557) 22 456
Analysis of intereat rate elasticity
Effcet on pl‘ﬂ-ﬁl [ loss, net of taxes 3L12.2018
In an increase of interest rates by 0.5% 130
In a decrease of interest rates by 0.5% {130)

Currency risk

The Group 15 exposed to currency sk in 8o fir as the two branches of the Pareni and some entities of the
Group operate in countries, the national currencies of which are not fixed agunat the BGN — namely Serbian

Dinars and Crech Cranes.

3122018 Denominated  Denominated Denominated  Denominated Other Total
in RSD in EUR in CZK in BGH CUFENCICH
MNon-current asseis 322 - - i 164 . 9 ARE
MNon-current financial aswets 11 11
Bon-euerent teaide and other recervabiles 5093 5002
from celated partiod
Non-current wide and other receivables 3321 1 0l 4 281
Mon-current linbilities 3282 962 - 13 524 - 1877
Mon-current fnancil linbilities u62 5647 7 604
Non-eurcent teade and other payables 2450 245¢
to related parties
Non-cureent trade and ather payables 3 282 543 87
Long-term risk exposure {(61) (1962) = (7 362) = (9 385
Curront aagets 23690 13290 55 §2 299 2 10737
_Current financial assers 22 0] 1
Current trade and other reeeivibles 19642 19 642
_fvonm relared partics
Current trade and other receivables 16 211 35 000 ] 51 2121
Cash and cush equivalents 7 457 1.3 55 27 566 36 407
Current linbilitics 13073 1465 URTH 60 060 - 7353
Current financial Labilines | 465 i d77 2947
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Current teade and other puj‘nhlvn 2716 16 380 111 2n¢
o relatedd pasties -8 _ Rt
Cuerent reade and other puyables 1087 936 42103 53 201

Shori-term risk exposure 10 617 {136y (RET) 22239 2 31841
Total financial assets 26 911 1329 3 8H 463 2 116 760
Total financial liahilities 16 355 3427 936 73586 - 94304
Total exposure 1o currency dsk 10 556 (2 098) (881) 14 877 FI LT

Analysis of the currency clasticity o the RSD

Effect on profit / loss, net of taxes 3L12.2014
In an inerease of the exchange rute by 10% 0.0
In a decrease of the exchange rate by 10% o (249

Analysis of the currency elaaticity to the CZK

Eifect on profit / loss, net of taxes 3L12.2018
In an increase of the exchange rate by 10% (1))
In a decrease of the exchange fate by 10% 74

4.5, Fair value

Fair value is the selling price of an asset, or the transfer cost of a liability, ar the valuation date, under ordinary
transactions between independent, willing and informed market participants.

Fair value of financial instruments, taded in active markets, is based on quoted prices at balance sheet dare.
Quoted market prices are current “bid-prices”™ (“purchase” price).

Fair value of fnancial instraments that ace fot teaded in actve markets 18 determined using valuation methods
that are based on various valuation techniques and assumptions of the Managements, employed on the basis of
the market conditions, existing at the date of the Consolidated Statement of Financial Position.

The fair value concept assumes realisation of Anancial instruments through sale. Nevertheless, in most cases,
espectally when it comes to trade receivables and payables, loans and deposits, the Group expects 1o realise
these financial assets and labilities by their full refund, or settlement respectively, over time. This is especially
true for trade receivables and payables, loans and deposits. Thus, such are presented at their amortised cost,

Furthermore, part of the financial assets and liabilities are either current by their nature (trade receivables and
payables, short-term loans) or are presented ar thew market value in the Consolidated Statement of Financial
Position (bank deposits granted, investments in secunties), and hence their fair value is approximately equal o
their carrying amount,

5o long as there is no sufficient market experience, stability and liquidity for purchases and sales of some
financial assets and liabilities, there are and no sufficient and reliable market prices for those financial assets and
liabilities, The Management of the Parent believes that in the existing eircumstances, the financial assets’ and
liabilities’ estimates, presented in the Consolidated Statement of Financial Position, are relinble, adequare and
farr for financial reporting purposes.

4.6.  Contingent assets and contingent liabilities

Cruaraniees and warrantles fssued

Contingent_asscts, including: bank guarantees issued, collaterals and pledpges over receivables from

subsicharies and other related parties established in favour of commereinl banks:
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TR/.CE

Contingent assets
Lsnuer Value I favour of: Purpose Muturity Security
LUBH AD 2980 Bulganan Srate Agency and  Securing 1552023 Reul estate,
Bulgarian  Municipalines;  performance non-current
Bulgarvian Municipal and / obligations tangible asiels,
or Srare Enterprises;  under contracts p(pdgzn af
Bulgarian Ohwner's receivibles,
Assnciatinns pledges of
ﬂc‘-:nlﬂll"‘l
D5K BANK EAD 19644 Bulgarian State Agency and  Securing 2952026 Real estite,
Bulgartan  Municipalities;  peeformance non-currert
Bulgarian I\'h.mil:ipul and / nl:lhg'.mnnn tangible assc,
ot Stute h‘.nlcqm'uu:; TD of  under contruets p'lrdgen af
NRA, OTP Bank Serbia AL and YaT recervaliles,
abiligarions pledges of
AEEOLnia
INVESTBANK AD 122 Bulgarian State Agency and  Securing 30112021 Real etiite,
Bulgarinn Munii:]pnlltiun pl:rl'm:mnn:e AON-Current
obligations tunjible  assets,
under conteacts pledges of
receivables,
ledges of
HCCOUnts
EXPRESSBANK 26 197 Bulgarun Minismries;  Secusing 17.2.20360  MNon-current
Al Bulgarian Stite: Committee, pcrfnrmnru:c tangible assers,
Agencies und Munieipalities;  abligations cush, pledges of
Bulgariin Municipal snd / under contracrs receivables,
or  State Enterprises;  and pledges of
Builgarian Owner's  participation in HCCOUiTE
Associarions; Serbian  renders
Municipality; Serbian State
Enterprise; private entities,
registered i Bulgurg
Mucedoniin Stiite
_linterprise
UNICREDIT 37092 Bulgarian Mlnintr:,'; Securing 392037  Real esrate,
BULBANK AD Bulgarian State Ageney and pl:rfurmnnr:l: non-cuiTent
Bulgarian  Municipalities;  obligations tungible assety,
Bulgarian  Municipal  and  under contracts cugh, pledges of
Stite Enterprises; Bulgariin receivables,
{ hwners' AssociaHon; pledges af
serbian Srare Enterprises; sccounts
Crech  Siate 1'-!;1.11-.;1::&:;
povate enury, regutered in
Serbin
Tatal: B6 044
__Contingent asscty
Type Warranties and securities, fusued in - Insured amount, i

lavoiir of counterparticn

thousands of BGN

Insurance gunmintees

|51C OZK - Insurance AD

5184
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Contingent assels
Contract / Counterparty Warranties and securitdes, Type of security
igsued in favour of
counterpartics
No 110/ 02,09.2015/ UniCredit Bulbunk Galini — M LTD Real estute
DB-8139-218/02.06,2015/Investbank Chalini =N LTD Real entate
Contingont asucis
lasuer Amount In favour of: Puspose Maturlty Security

DEl EAD 200 NRA Security  under 1 yenr Wirranties  /

Arncle 176 of Bank

the VAT Law = guarntees

teadler in fuels

Total: 200
Contingent Habilities
Contract / Counterparty Warranties and Type of security
securitics, insued in
favour of
counterpartics
Conreacr, dared 04.03,2015 / Sociere Generale Expressbank AD  FC Vereya NGO Co-dehior
Lawsuits
The Group (per entities) is a plaintiff or defendant under the following lawsuits as at 31.12.2018;

*Trace Group Hold” PLC

Commereial case Ne 7802/2016, Sofia City Court, CCB (plainuff) against “Trace Group Hold” PLC
{defendant), with financial interest of BGN 33 thousand and BGN 1 thousand for accrued legal advisory fees.
Commercial case Ne 6362/2016, Sofia CII)' Court, UnCredit Bulbank AD (plmnl'ifﬂ agmnst “Trace Group
Hold” PLC (defendant), with financial mterest of BGN 304 thousand.

Commercial case No 576/2018, Sofia City Court, filed by *“Trce Group Hold” PLC (plaintff) agmnst
UNIKZLY (transl. National Railway Infrastructure Company), with Gnaneial mterest of BGN 1 412 thousand
and BGR 159 thousand due for acerued fees.

Civil ease 32 / pg, 33 /2017, listed i the Prague City Court, Czech Republic - Prague Airport, Ruzyne
(plantifl) against “Trace Group Hold" PLC, in its capacity of a pardeipant at the Prague Airport Consortium
2013 (defendant), Disputably terminated legal relations, with finanaial interest: no actions unul specifying the
amount, Possible counterclaim.,
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Clums agamst 12 /twelve/ media, filed by Trade Group Hold PLC (plaintiff) in the form of partal elaims,
each with financial interest of BGN 20 thousand. Subjeet of the clums: Clims for non-pecumiary damages
and damages to the reputntion of the entiry;

“Trace Sofia” LTD

IExecunve case 20158510402185, Sofin City Court, Trace Sofin LTD (plainnlf) against Aleksandur Trfonov
Tomoy (debtor) with financial interest of BGN 429 thousand.

Admunstrative case 11983//2017, Administrative Sofin City Court, filed by Trce — Sofia LTD against the
Bulgarian Natonal Bank (BNB) with financial interest of BGN 1 809 thousand.

Commercial case 2839/2017, Supreme Court of Cassation, following a eassation appeal of “Trace — Sofia” 1.TD
against 1 decision of Court of Appeal Sofia, in favour of “Telelink” EAD, which confirms decision 1454 of the
Sofin City Court under Commereial ease 8454/2013 with financial interest of BGN 507 thousand.

Civil ease 22552/2018 and Civil ense 19851/2018, Sofia Regional Court, “Dana Build” OOD against *Trace —
Safia” LTI with fnancial interest of BGRN 90 thousand,

“Trace Yambal” |SC

The entity 18 o planufl under lawsuits, of commercial nature, with finaneial interest amounting to BGN 1 151
thousand as ar 31,12.2018, Impairment of BGN 152 thousand has been acerued at 31.12.2018 based on the
lawyers” assessment on the collectability of receivables and the Management's judgement.

“Trace = Road Construction” J5C

The entity 1 a plainaff under lawsuits, of commereial nature, with financial interest amounting to BGN 4 195
thousand as ar 31.12.2018,

A5 at 31122018, the Management has recognised impatrment of lingations and court receivables in the amount
of BGN 2 331 thousand based on the fact and circumstances available at that date and based on the estimates,
presented by the lnwyers and the legal advisors,

The entity 1 a defendant under lawsuits, of commercial nature, with financial interest of BGN 4 054 thousand
as at 3122018, The entity’s Management believes that eash outflows are unlikely to oceur and thus no
provisions for litigation payables have been recognised in the financial sttements,

“Infra Commerce” LTD

Civil case 74078/217, filed by the plunaft “Infra Commeree” LTD againat the defendant “Tarktour” EOOD
with financial interest of BGN 45 thousand (principal), BGN 4 thousand (interest), BGN 5 thousand (fees for
the first hearing).

Civil ense 47589/2017, filed by the plantff “Infra Commerce” LTD against the defendant “Todorov” ]8C with
financial interest of BGN 110 thousand,

Administeative case 12425/2017, filed by the plunaff “Infra Commerce” LTD against the defendant “BNB"
with financial interest BGN 2 507 (prineipal), BGN 865 (sttutory interest on the principal for the period as of
20.06..2014 and untl 10.11.201-)

“USM™ JSC

Commercial case No 311/2014, USM |5C (plainuff) against Stottelna keramina 2005 AD (defendant) with
financial interest BGN 39 thousand.
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Commercial case Ne 31172014, USM ]SC (plainff) against Inmat AD (defendant) with financial interest BGN
12 thousand.

4.7. Operating segments

The Group operates in a single business sector. The mun services performed and the outpur produced by all
entities are related with the prineipal activity, and are part of it in different stages, The materials obtained and
goods produced form a significant share of the input materials used in building and construetion works. Also,
the sisks and rewards, associted with the principal actvity of the Group cannot be distinguished due o the
similar nature of the services performed, the characteristics of the environment and the customers of the entities.
Hence, the Group has adopted the poliey to account for 1ts actvities, by distinguishing activities only on a
geographical basis.

The revenue, realised per goods and services, 15 llusteated in Note 2.1 1o the Annual Consolidated Finaneial
Statements, The breakdown of these income per the country, in Bulgaria and abroad, is as follows:

Operating segments Bulgaria  Serbia Crech  Oman Total Consolid  Group
As at 31 December 2018 Republic ation
Revenue (rom contracts with 284 168 76032 - - 360200 (13628 346 572
Customers
Revenue from construction 26 887 73 267 3815 (13628) 324526
contracts
Including from other segments 13 628 13628 (13628 .
Revenue from sales of output 8470 2 004 111 564 e
Including from other segments : -
Revenue from sules of goods 0933 389 - 10 522 10522
Including from other segments ' i :
Revenue from diles of services 878 g2 960 60
Including from other segments : =
{ther revenue 2547 2430 326 5 303 5303
Ineluding from other segments E 3
Finance income 207 153 351 gl 711
Im.‘.lLlﬂir_IE Interest income 67 7 74 =24
Expenses, including: (272 801) (60 929) (2 '730) (336 460) 4 047 (332 413)
Cost of materials (#9661) (11 739) (2 (61 402) (61 402)
Cont of external services (194 660y (36 B55) (252) (231 767) 4047 (227 720)
Depreciation / Amortisabon costs (3 429) {1634 (3 (5 066) (3 066)
Employee benefits (salaries and (19 499) (9 574) 27) . {20 100) (29 100)
_wages)
Impairment losses (1727 (82) (2 238) _{iﬂ'ﬂ'} {4 047)
Other costs (3 825) (1 045) (208) (5 078) (3 078)
Allowanees {9 545) (1 299) - (10 8440 (10 84
Firanee costs (2117) (163) (85) - (2 6065) (2 (65)
Including interest expenses (572) (572) (572)
Share in associites 2 - 2 ]
_'I'n:l: cxpenses ('r.'ﬁi— 47 (43) . T (733) (733)
Trofit / Loss 1724 15971 (2 181) . 15514 (9 581) 5033
Segment asseis 171 983 S 0012 38 566 226 609 (5437) 211172
“Segment liabilitics B0307 30567 14 245 125200 (5255 110 954
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Investments under the equity 1744 1 748 1748
method
MNon-current assets acquired .
Defereed tax assets 3736 3736 3730
Operating segments Bulgada Serbia  Czech  Oman  Toml  Comsolid  Group
As at 31 December 2017 Republic ation
Revenue from contracts with 24617 o4 737 541 MOK05 (] ()?34) 309 161
customers
Revenue from construction 207 467 94 737 541 2745 (10734) 202011
CONFACEs
Inl:luding feom other segments 10 734 10734 (1078) .
Revenue from sales of ourpur 8559 B 559 B 559
Including from other segments i =
Revenue from sales of goods 7 8ES 7 885 7 HE5
Including from other segments . 3
“Revenue ffom siles of tervices 706 06 TG
Including from other segments = :
Olther revenue 5141 5 141 5141
Innlude from other IEEI'HEH"I : .
Finance incoime 175 1 350 go 1614 I 614
_Including interest income 202 16 - 308 A08
Expenses, mcluding: (221212)  (Taa6l7) (8737 (306 566) 5691 (300 875)
Cost af marerials (40 #48) (1B 282) (1 4:49) (60 179) {61 179)
Cont of external services (151 6H3) (43 G48) (4 308) (199 639) 5691 (193 948)
“Depreciation / Amortiution costs (3262) (1 554) (5) (4 821 {4 821)
Employee beneflit (saliries and {16 783) (11 133) (338) {28 256) (28 250)
_wages)
Impairment losses {1 530) (216) (1 746) (1 746)
Other costs 7504) (178 (2637 (11 925) (11 925)
Allowances (6 427) (1712) (B 339) {8 337)
Finance coutn (1 298) {957) (15) (2.270) (2270
Including interest expenses (689) (131} (820) (520
Siles of non-current assets 238 238 278
Share in associates 3 ! E
Tax expensen (592) (210) (H02) (802)
Profit / Loss 045 16391 (8 122) BO14 (5 043) 3871
Segment asscts 20D 989 57 319 3 344 560 271 122 (7622) 263 600
EE“‘H“ liabilities 124 284 42 630 15 4491 182 405 (16 920) 165 485
Investments under the equity | 788 | 788 | 788
method N
_Non-current assets acquired 7 307 600 7007 7007
Deferred rax assets 3820 16 3836 3 B3

The eore elients of the Group, with revenue from transactions accounting to over 10% of the rotal revenues in

2018, are:
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In Bulgaria: Agentsia Patna Infrastruktura (transl. Road Infrstructure Agency), Metropolitan AD, DP
Nationalna Kompania Zhelezoparna Infrastrukmuea (reansl. SE National Railway Infrastructure Company),
Mintstry of Economy and Energy, Municipalities throughout the country;

In Serbia; Kondon Serbia OOD (transl. Corridors Serbin LTD), PD Direktsin za izgrazhdane (tranal,
Directorate for construction) Nis — Serbia, P Direkiaia za izgeazhdane (wansl. Directorate for construction)
Pirot = Serbia, Municipalities of the ternitory of the Republic of Serbia,

4.8, Transactions with non-controlling interest (NCI)
Subsidiaries with non-controlling interest

“Trace Internatonal” LTI 15 a subsidiary with significant non-controlling interest for the Group at year-end,
halding 70% of the eapital of “Trace Al Junuhi® L1,

Corporate name of the subsidiary TRACE AL JUNAIBI LTD

Place of principal serviry The Sulrmate of ONAN
The portion of ownership cights of the NCI 30,0005
The partion of voting tights of the NCI 30,00
Total for NCI, BGN 000

Net book value of the NCI an at 31.12,2017 340
Prafit / Loss, atmbutable to the NCT for the period 28
Dividends paid, attributable to the NCI (18)
Changes in interests of subsidiarica (15)
Met book value of the NCI as at 31.12.2018 335

4.9, Events after the reporting period

The [ollowing events that require to be disclosed in the consolidated financial statements oceurred after the date
of the consolidated financial statements and before the date on which it was authonsed for ssue:

= A contract for the purchase — sule of shares of the capital of “Vior Velika Morava” LTD Belgrade was
signed on 17012019, by the power of which "Trace Group Hold” PLC acquired 100% of the shares of *Vior
Velika Morava” LTD from "Trace International” LTD. The transaction cost amounted to FUR 171 468, The
change of ownership was regstered in the Serbian Trade Register on 05.02.2019, The eapital of “Vior Velika
Morava" LTD amounts to RSD 15 743 000 and is distributed among one share. “Trace Group Hold” PLC 1
sole capital owner of "Vior Velika Morava™ LTI as of 05,02.2019,

=

= An increase of the eapital of "Trace Balkans” LTD ~ from RSD 100,00 1o RSD 32 562 172,50 — was
registered in the Registration Agency of the Republie of Serbin on 17.01.2019. The capital increase results from
an increase 0 the nominal value of shares, Pursuant to the change, the ennty’s capital amounts o RSD
32 562 172,50, distributed AMong one share at par value of RS 32 562 172,50,

- Pursuant to the acquisition of | share from *“Trace Balkans” LTD, “Trace Group Hold” PLC becomes
the sole capital owner of “Trace Serbin” JSC, effective us of 12.03.2019. On the prounds of Artiele 114,
paragraph 3 of POSA, the Managing Board of “Tace Group Hold” PLC gave preliminary consent to conclude
a contract for the restructuring of “TRACE SERBIA™ JSC (restrueturing company) and “VIOR VELIKA
MORAVA" DOO (metging entity). Pursuant to the restructuring, the eapital of “Trace Serbia” ]SC will be
increased by an increase in the nomunal value of one share and it will amount to RS 985 282 2555, distributed
among 591 527 shares, each at 4 nominal value of RSD 1.665.659.
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s An increase in the capital of “Infra Commerce™ LTD was registered in the Commercinl Registry at the
Registration Ageney on 26,03.2019, The increase of BGN 395 000 (three hundred and five thousand) has been
executed by the issue of 3 950 (three thousand nine hundred and fifty) new shares, each at 4 nominal value of
BGN 100 (one hundred), The entity’s eapital amounts o BGN 400 000 (four hundred thousand), distributed
amang 4 000 (four thousand) equal shares, each at o nominal value of BGN 100 (one hundred).

- The subsidiary “Infra Commerce™ LTD acquired 5000 {five thousand) available, ordinary, voting
shares, each at nominal value of BGN 10 (ten), representing 100% of the eapial of "HIMCOLOR" |SC, UIC
160087427, pursuant to which “Infra Commeree” LTD, UIC 175029440 became the sole eapital owner of
“HIMCOLOR" |SC.

= "Trace Group | Iold” PLC sald the owned by it B251 shares, each at par value of BGMN 10, in the mpimj
of “Technostroy — Inzhenering 99 |SC, UIC 12805792 on 18.04.2019. The tansacton prce s BGN 1 100 000
(one milion and one hundred thousand).

There are no events after the reporting period, other than the above disclosed, which require adjustments or
diselosured in the consolidated financial siatements or the Notes o the consolidated Ananeial starements.
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The Annual Consolidated Management Report presents commentary on and analysis of the Consolidated
Financial Statements, and other significant information with regards o the financial position and the operating
results of the entity. Tt comprises information under Article 39 of the Accountaney Act and Art. 100 (n), paragraph
7 of the Publie Offering of Securities Act (POSA), as well as Art. 32, paragreaph 1 (2) and (4) of Decree No 2 of the
Finaneinl Supervision Commission, Art. 187 () and Art. 247 of the Commereial Aet,

1. General information on the entity

“Trace Group Hold” PLC is a publie limited company since 2007, as per the meaning of Art. 110 of the
Public Offering of Securities Aet (POSA). The ennity is registered in the district court of Stara Zagora, under
company file No255/2005,

Domicile and registered address: No 12, “Nikola Dbnmnpium—“ Sir., 1408, Sofia;
Mailing address: No 12, “Nikola Obrazopisov® Str., 1408, Sofia.

Telephone: +359 2 80 66 700; +359 2 B0 66 680;

Fax: +359 2 80 66 711

E-muail: gracegroup@tmeebg com

Website: wwaw. tracebg.com

Share capital as at 31 December 2018:

Up to the date of preparmation of this management report the repistered company capital 15 BGN
24 200 000, distributed among 24 200 000 non-cash, non-bearer shares, at nominal value of BGN 1 each, of which
24 195 185 wre voting shares and 4 B15 are treasury shares with no votng rights. The shares of “Trace Group
Huold” PLC are waded on the Bulgarian Stock Exchange as of 27 Oectaber 2007,

Capital distribution structure of *Trace Group Hold” PLC up to the date of preparation of this management
report is as follows:

Sharcholder’ & name Holds number of shares Owns %
At e dadhi the  dadh the d'ntb’fn the daie
WA22018  BLI22017  BLIZ2018 BL122017
Nikolay Mihaylov 16205831 16205 831] 66,97 66,97
“Galim = N" L'TD 2 178 000 2178000 Q.00 0,00
Trace Group Hold PLC - redeemed 1815 3300 0,02 0,01

trenaury shiares

Othier Physical and Legal entities 5811 354 5813 969 24,01 24,02

The enuty has a two - level system of management, consisting of Supervisory Board and Management
Board, as well as Audit Committee appointed by the General Meeting of Shareholders.

Members of the Supervisary Board up to 31,12.2018 are:
Prof. Nikolay Mihaylov, PhDD (Econ), Dipl. Eng. - Chatrman of the Supervisory Board
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Acad. Anton Dontchey — independent member of the Supervisory Board
Manol Denev — member of the Supervisory Board

Members of the Management Board up 1o 31.12.2018 are:

Dessislava Lubenova — Chairman of the Management Board

Dipl. Eng. Boyan Delchey — Vice-chairman of the Management Board
Raositsa Dineva — Georgleva — member of the Management Board

Fxecutive director up to 31,12,2018 & Dipl. Eng. Boyan Delehey,

Members of the Audit Committee up to 31122018 are:
Boyka Georgieva
Prof, Flnsting Nikolova, PhiD

Flristo Savchev

The Entity has registered branch companies in Serbia, Czech Republic, Macedonia and Ukraine:

"Teace Group Hald™ PLC Bu'gnldq Branch
"Trace Group Hold” PLC Prague Branch
“Trace Group Hold” PLC Skopje Branch
“Teace Group Hold” PLC Kyiv Branch

As at 31.12.2018 the subsidiaries of the Group are:

e  TRACE - 50FIA |5C, SOFIA, BULGARIA = 100,00% owned by Trace Group Hold PLC
Prineipal activity: Construction, curtent repairs and maintenance of highways, roads, streets and the
surrounding them infrastructure;

= TRACE - ROAD CONSTRUCTION J5C, SOFIA, BULGARIA — 99.86% owned by Trace Group Hold
PLC
Principal actvity: Construction and reconstruction of ronds and road facilities, current repairs and winter
maintenance;

= TRACE YAMBOL JSC, YAMBOL, BULGARIA - 99.48%, owned by Traee Group Hold PLC
Prinetpal aetivity: Construction and reconstruction of roads and road facilities;

¢ INFRA COMMIERCE LTD, SOFIA, BULGARIA- 100% owned by Trace Group Hold PLC
Principal activity: Trade activites in Bulgaria and abroad, trade representation and trade intermediation;

¢  TRACE TRANS LTD, 5OFIA, BULGARIA — 100% owned by Tiace Group Hald PLC
Principal activity: Transport activitics, repairs and maintenance of tansport vehicles, rental (sublease) of
transport vehicles and complex transport services;

s LISk JSC. STARA ZAGORA, BULGARIA - 99.69% owned by Trace Gmup Haold PLC
Principal activity: Rendering of services, by means of building mechanisation;

¢  TRACE PROPERTIES LTD, SOFIA, BULGARIA — 100% owned by Trace Group Haold PLC
Principal activity: Travel and tourism, and trade activities in Bulgaria and abroad, hospitality, as well as all
types of auxiliary services;

* TRACE PLOVDIV LTD, PLOVDIV, BULGARIA — 100% owned by Trace Group Hald PLC
Principal activity: Construetion and reconstruction of roads and road facilines;
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* TRACE SVILENGRAD LTD, SOFIA, BULGARIA - 60% owned by Trace ~ Sofia |SC and 40%
owned by Traee - Road Construction [SC
Principal activity: Construction, current repairs and maintenance of highways, roads, streets and the
surrounding them infrastrueture;

s METRO DRUZHBA LTD, SOFIA, BULGARIA - 100% owned by Trace Group Hold PLC
Prinetpal activity: Tunnel and bridge construction;

s TRACE SOP LTD, SOFLA, BULGARIA = 100% swned by Trace Group Hald PLC
Principal activity: Road design and road construction;

s TRACE UKRAINE LTD, SOFIA, BULGARIA - 100% owned by Trace Group Haold PLC
Principal activity: Transport activities, maintenance and repairs of transport vehicles, rental (sublease) of
transport vehicles;

* TRACE INTERNATIONAL LTD, SOFIA, BULGARIA — 100% owned by Trace Group Hold PLC
Principal activity: Construction, trade in construction materials and products, trade activities in Bulgaria
and abroad, trade representation and intermediation;

*  TRACE SERBIA |5C, NIS, SERBIA - 100% owned by Trace Group Hold PLC
Prineipal activity: Construction and reconstruetion of road and rond facilities, current repatrs and winter
matntenance;

*  TRACE PZP VRANJA LTD, VRANJA, SERBIA ~ 100% owned by Trace Group Haold PLC, until
merge in Trace Serbia |5C, Serbin on 02.08.2018
Principal activity: Construction and reconstruction of roads and road facilities, current repairs and winter
maintenance;

= VIOR VELIKA MORAVA |5C, BELGRADE, SERBIA ~ 100% owned by Trace Internanonal L'TD
Principal activity: Design and supervision of water infrastructure projects and engineering activities;

*  TRACE BALKANS LTD, BELGRADE, SERBIA ~ 100% owned by Trace International LTD
Principal activity: Conatruction of roads and highways:

=  NEW BRIDGES LTD, BELGRADIE, SERBIA - 100% owned by Trace Balkans L'TD until merge in
Trace Serbia |5C, Serbia on 02.08.2018 |
Principal acuvity: Construction of road facilites;

* TRACE AL JUNAIBI LTD, THE SULTANATE OF OMAN — 70% owned by Trace International LTD
Prineipal activity: Construction, repiies and maintenance of roads, highways, airport landing strips and
preimises, trade of eonstruchon materials, services and cquipmem;

I1. Principal activity review
. Principal activity divisions executed by the Group of Trace

The companies part of Trace Group are engaged in all types of activities related to engineering and
mfrastructure — construction, rehabilitation, maintenance, design and all additional activites, “Trace” continuously
diversifies and extends its scope of business, The portfolio of activities of “Teace” further includes nvesmment,
international trade and logistics,

The company successfully develops its business activities in the following areas of construetion on the
Furapean market:

¥ Construction and maintenance of the road infrastructure, on the territory of the Republic of
Bulgaria and of the Republic of Serbia, including construction of bridges and tunnels;
TRACE takes part in the implementation of the major projects part of the Republican
nfeastructure, among which are completion of “Trakia” and “Hemus" highways, The eompany participates in the
construction of the Serbian part of Corridor 10 Hlighway.
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The companies part of TRACE organization structure carry out projects for reconstruction and repair
works of the road network as well as of the urban infrastruciure, 'l'hl.‘lv hnp]mm:m orpoing repair work and winter
mantenanee of 20% of the ronds n the country and 3 000 km of the road network in the territory of the Republic
of Serbia. The company has resources for construction and maintenance of the waffie organization system, verneal
and horizontal marking, and has the technical and human resources to perform emergency restoration actions in

arens alfected |J:r natural disnsters.

¥ Construction of metro (subway);
“Teace Group Hold" PLC participates in the execution of 1/3 of the "Sofia Metro” project. Seven
metro stnfions are put into t'J[‘.lL'tilriun and the ;l.lungsi,th;' metro part, {hu'renr]y Trace II‘I‘.I]T|L'I¥’|L'HIH ]?n'njur.‘lt-; of the
Third line of “Sofia Metro™ praject,

¥ Construction of railway infrastructure and all related facilities — construction of high-
speed railway lines, implementation of innovative railway technology = the Gismar
system;
The company is specialized in construction operations of the upper and lower superstructure of the
ratlway track:
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Rehabilitaton, reconstruction and new construction of the milway track by mechanized means
Mechanized laying of a new railway road and dismantling of an existing one

Earth excavations, rock excavations, embankments with landscaping and re-cultivation of terrains
with application of modern rechnologies and high-producnvity machines

Repair, rehabilitation and construction of new major and small artificial structures along to the

existing and new built railway lines
Reconstruction of existing and construction of new eailway stations and stopes.

¥ Construction and maintenance of civil and military airports in accordance with the
international standards;

Significant project of the company is the reconstruetion of "Geafl Ignatieve" Airport, where design
und construction works were carned out simultaneously for only 3 months. New technologies were introduced -
production of polymer modified bitumen and laying of polymer modified asphalt concrete, as well as
implementation of an advanced lighting system.

¥ Construction of waste water treatment plants; integrated water cycles; water supply and
sewerage network systems and ecological projects;

In the water and ecological sector the holding company puts its efforts in the realization of projects
related to rehabilimtion, reconstruction and new eonstruetion of water supply and sewerage networks and facilities,
which leads to an improvement in the quality of people’s lives,

During the last few years “Trace Group Hold” PLC expands its setivity in the environmental seetor
and focuses iis efforts on implementation of waste management and soil protection facilities - municipal waste
disposal installations, constuenon of regional landfills for municipal waste, construction of pre-treatment facilities,
including composting, sorting and waste separation. The holding company has the capacity to work on adaptation
to climate change, prevention and risk management.

“Trace Group Hold” has a strong experience in the design and implemeniation of anti-landslide
actvites and foruficanon facilives, coastal and shore protecuon structures.
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¥ Building construction, with diversified profile, including energy efficiency projects;
The holding company has ar us disposal a ream speemlized in the eonstruction of public, industrial,
commercial and residential buildings. The subsidiaries have the opportunity to build hotel complexes, industrial,
resiclential, commercial and administrative buildings with the adjacent infrastrueture.

¥ Gas and power facilities, including gas statons;
¥ Trade in construction producis and supplies,

In order 1o ensure the quality of its projects, “Trace Group Hold” PLC carries out commereial nctivities
with products and materals used in the construction process. Via its subsidiary "Infea Commeree” LTD, the
holding company already has a stable presence in many commercial niches: fuels and road bitmen, technieal salt,
fittings, rulway consumables and materials, construction machinery and others,

¥ Production of asphalt mixtures, bitumen emulsion, stone flour. Production of stone
aggregates,

“Trace Group Hold” PLC owns asphalt plans (rwo of which are mobile), polymer modified bitumen
procuction plant, bituminous emulsion production plant, stone flour production plant, npgregates for inert
materials and crushing and sorting plants for fractions production. The production bases and warehouses of
“Trace Group Hold" PLC are located in key wansport and communieation centers, allowing the assigned projects
to be performed in the shortest possible tme and with high quality.

“Trace” manages to achieve steady growth, managing its loeal subsidiaries with extensive experience
and knowledpe, covering the entite territory of Bulgara, with offices located in the economieally significant
regions of the country, Some of these companies have long traditions in many construction sectors, dating back to
the early twenteth century, The foreign subsidiaries and branches — in the Republic of Serbin, in the Czech
Republic, in North Macedonia and in Ukraine — also contribute for the company’s development and growth,
“Trace” manages the production, financial, and human resources and potential of the group through it
interconnected entities,
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The “Trace for people” Foundation, registered at the Ministry of Justice of the Republic of Bulgaria as
a non-governmental organisation, acting entirely in public interest, i also part of the Group. The “Trace for
people” Foundation is a dover of the company's social poliey.

“Trace Group Hold™ PLC 18 8 member of the:
*  Bulganan Construction Chamber
*  Bulganan Branch Chamber “Roads”
*  Confederntion of Employees and Indusirinlists in Bulgaria (CEIBG)
*  “Bulganan Forum for Transport Infrastructure” Association
*  Bulganan - Polish Chamber of Commerce and Industry.

2. Operating results

Met sales revenue structure:
The consolidated net sales revenue amount to BGN 351 875 thousand in 2018 and record 11, 87% growth
compared with the net sales revenues in 2017 (2017: BGN 314 540 thousand).
The types of revenue, their relative share and their change, compared with the financial reporting 2017, are
presented in the table hereafter.
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The Income from Clients contraets amount to BGN 346 572 thousand and increase by 12, 01% compared
with the pnor reporting period (2017 BGN 309 399 thousand). They include income from construction contracts,
income from sales of products, income from sales of goods and income from rendering of services,

Income from contracts with clients in 2018
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The change in the consolidated income from Clients contracts in the current reporting period, compared
with the prior reporung period, arises mainly from the inereased revenues, generated by the "Bulgaria” segment.
BGN 270 619 thousand were generated in 2018, compared with BGN 215 328 thousand in 2017, The Group's
revenues, generated outside Bulgaria (in Trace subsidiaties and branch company in the Republic of Serbia) amount
to BGN 75953 and are by 19, 25% less than the revenues, generated in the prior reporting period (2017: BGN
94 063 thousand),

Net income from contracts with elients for 2018.

mUTLGARIA =3ERELA

The main share of the consolidated operating ineome structure is comprised of the revenue generated under
income from construction contracts, amounting to BGN 324 526 thousand (93, 64%%4), Their value increases by 11,
4% or BGN 32 277 thousand compared with the previous reporting period (2017: BGN 292 249 thousand). For
the period, 77, 42% of them or BGN 251 259 thousand have been generated in Bulgaria and the rest 22, 58%
amounting or BGN 73 267 thousand - in the subsidiaries in the Republic of Serbia,

The core projects that formed the 2018 revenue from construction works in the Republic of
Bulgaria are:

1. Sofin Metro Extension Project, Third Metro Line — depot “Botevgrdsko shosse™ Blvd, — “Viadimir

Vieov™ Blvd. = Central urban aren — “Ovcha Kupel” Residential Distriet, Stage 11 = from km 11 +

960,34 (11 + 941.33) to km 15 + 749,00, with four metro station: Lot No 2 - Section from km 14 +

277.56 to lem 15 + 74900, at ]CI‘IB!‘h 14714 m, 2 / two [/ underground metro stations and 2 rni]wny

stop;

Sofin Metro Fxtension Project, Third Merro Line — depor “Botevgradsko shosse” Blvd, — “Viadimir

Vazov” Blvd, = Central urban area — “Ovcha [Kupel” Residential Distrdet. Lot 3 Section from km 6 +

561,05 (end of MS 8) to lan 4 + 950,00 with 2 metro underground stations and a tunnel section;

3. Mechanised renewnl of the milway track from km 414165 to km 47+379 in the Batanovisi = Radomir
mterchange, current road Nel, at length 6214 m, 2% and 3" reacks in the Bamnovtsi station, at length
649 and 572 m, milway track between switches No3 and N5 A, at length 462 m and between Ne3A and
NoSA, at length 10.70 m, at total length of 7909.70m, and medium repairs of switches No3A and No5SA
n the Bamnaovesi station along 5 the eatlway line;

4. Ongoing repur works at the street nerwork and road sirucrures within First zone of Sofin Municipality,
Lozentes Distrct;

5. Reconstruction of “Montevidea” Str., including: Execution of construction works in relation to
Reconstniction of of “Montevidea™ Str., from “Nikola Petkov™ Blvd. 10 “763" Str.: Preparation of a
technological project and execution of building and constueton works in accordance with the
prepared design for re-asphalting of “Montevideo® Str., in the seetion from “763" Str. to the juncton

e

9



“TRACE GRPUP HOLD® PLC TR/.CE
Consolidated Management Report for the financial reporung 2018

9.

10,

13.

14
15.

with “President Lincoln” Blvd.; Preparation of a rechnologieal design and implementation of building
and consteuction wotks, aceording to the project for Replicement of the pavement on “Boryana” Str.,
from the junction with “Montevideo” Str. to “Ljubljana™ Str.;

Demgn and exeeunon of eonstruction: Road eonnection [or “Sofin” Awrport, with a range {rom
“Brussels” Bled. (from ot 201 = o.t. 206 (o o.t. 255 = .. 226) to “Mimi Balkanska” Str. (from ot 214
to o.t. 215);

Rehabilitation of the railway sections Skutare — Orizovo and Straldzha — Tserkovski, part of the project
“Rehabilitnnon of the railway infrastruerure on the milway line Plovdiv — Bourgas ~ Phase 2, Lot |
“Rehabilitation of the railway section Skutare — Onzovo™;

Sofin Metro Extension Projeet, Third Metro Line ~ depot “Botevgradsko shosse” Blvd, — “Viadimir
Vazov” Blvd. — Central urban area — “Oveha Kupel” Residential District, Stage 1 = from km 4 + 320 1o
km 4 + 950, with one metro staton;

Sofia Metro Fxtension Project, Third Metro Line — depot “Botevgradsko shosse™ Blvd, — “Viadimir
Vazav” Blvd, — Centeal urban area — “Oveha Kupel” Residential District, Stage 11 = from km 11 +
906,34 (11 + 941.33) to km 15 + 749.00, with four metro station; Lot No 2 — Section from km 14 +
277.56 ro km 15 -+ 749,00, at length 147144 m, 2 / mwo / underground metro stations and a railway
stopi (nonTaps ce kato Homep 1)

Completion of linking infrastruciure for external connections at the Regional Waste Managemeni
System Site for Borovo Region (Byala, Rousse Region, Ruse District) with the Republican Road
Metwork and the techmeal infeastrueture nerworks;

Design and implementation of construction works for rehabilitation on “Bulgaria” Blvd, from “Fritjof
Mansen” Blvd. to Sofia Ring Road and “Daskal Stoyan Poppandreev’ Blvd. from Sofin Ring Road o
Bridge over Boyana River;

Repair works of sweets and roads, Lovech municipality”, Lot 3 - Reconstruction and rehahilitation of
"Osameka" Str, and Lot 4 - Reconstruction and rehabilitation of "Krayrechna" Sir.;

Improvement and development of the spaces berween blocks of flats in “Zapad” Residential area,
Asenovgrad, divided in 6 zones;

Reconstruction of overpass over railway line and “Slavyanski” Blvd,, Stara Zagora;

Execution of construction works at project: “Road 1-9 “Slunchev Bryag — Burgns™, section Ahelay By-
pass road from km 207472637 to km 212423306, vaporizer at km 2074580, new foundation of steel
column of reconstruction VL 20 kV “Ravda” at km 207+ 680, reconstruction of optic cable of “SKAT”
TV at km 2124011 and reconstruction at underground network ar km 212-+120%,

The main projects, forming the generated revenue under building and construction works abroad
in 2018 are:

=]

E 75 Highway, Section: Grdeliea (Gorne pole) — Caneina Dolina, LOT 2: Road and bridges from
"Predejane” Tunnel to “Caricina Dolina®, [CB No: CORRX.E75.EIB. PACK1-LOT2ICBE);
Construction of E80 Highway, Section: Parallel non-commereial road, Bela Palanka ~ Pirot (zapad)
(tranal. West), ICB No: CORRX.ESO.EBRD.B.ICB;

Construction of E 80 Highway, Pirot (Istok) (ransl. East) - Dimirovgrad (remainig works), ICB No:
CORRX.FEB0.EBRD.A2-RW.ICH,

Maintennace (modernization) of Stte road IB 39, Section: Viasotince - Svode, from km 58 + 876 to km
46 + 362, 1, = 12,514 km, Contract [DD Ne RRSP / RRW-IB39VS / 2017-08,

The below graphs illustrate the distribution of sales revenue, generated under construction contracts, per
geographical segments and the compurison of such to the same in the prior reporting period:

1o
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Income from construction contracts for 2018,
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Income from construction contracts for 2018
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The consolidated revenue from sales of production amount to BGN 10 564 thousand in 2018 and record
an incresse of 23, 43% compared with the same in 2017 (2017- BGN 8 559 thousand). These revenues represent
3, 05% of the income from Clients contracts and their relative share increnses compared with the prior reporting
period by 0.28% (2017 — 2, 77%). Viewed geographically, 80, 18% from them, or BGN 8 470 thousand have been
realized in the country and the rest 19, B2% - in the Republic of Serbia.

The realised in 2018 production was mainly generated from the sale of asphalt mixtures (84,42%%) — BGN
8918 thousand and record an increase of 48,58% or BGN 2 916 thousand compared with the same in 2017 (2017
— BGN 6 002 thousand), Distributed geogeaphically, 84, 71% of the asphalt mixtures were sold in the Republie of
Bulgaria, while 15, 29% were sold on the territory of the Republic of Serbin, because the main production faeilities
are loeated in Bulgaria.

The revenue from sales of inert materials amounts o BGN 1 551 thousand and reeord a deerense of
37,91"% or BGN 947 thousand compared with the same in 2017 (2017 = BGN 2 498 thousand. Distributed
geographically, 57, 19% or BGN 887 thousand of the nert materials were sold in the Republie of Bulgaria, while
42, B1% % or BGN 664 thousand were sold on the territory of the Republic of Serbia. One of the reasons for the
lower rates of this type of revenue during the year is the use of mert material production in own projeet sites and
the weaker realization outside the proup. During the year, BGN 66 thousand were also realized revenues from
sales of metal structures and BGN 22 thousand — from sales of a conerete emulsion, ete,

Revenue from sales of goods amount to BGN 10 522 thousand and increase by 33, 44% compared with the
prior reporting periad (2017: BGN 7 885 thousand). They conatitute 3, 04% of the consolidated revenue from
income of clients contracts an their share increases by 0, 49% compared with the same in 2017 (2017 - 2, 55%),
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Distributed geagraphieally, 95,15% or BGN 10 012 thousand of the goods were sold in the country, while the rest
BGN 510 thousand were sold in the Republic of Serbia. Prior share in the revenue from sales of goods ave for the
revenue from sales of fuel and oil amounting to BGN 3 253 BGN, which record increase by 82, 96% compared
with the prior reporting period (2017 - BGN 1 778 thousand), Sales of ralway materials amount o BGN 1 551
thousand and record inerease by BGN 797 thousand compared with the prior reporting period (2017 - BGN 754
thousand). Sales of bitumen outside the Group record a decrense by 32, 31% and amount w BGN 1 077 thousand
compared with the prior reporting period (2017 - BGN 1 591 thousand). Dusing the year on the tetritory of the
country were realized sales of machines and equipment amounung o BGN 1317 thousand, sales of salt
amounting to BGN 717 thousand. Sales of concrete and eement during the vear amount to BGN 738 thousand,
sales of other goods amount to BGN 995 thousand. A major part of the revenue from sales of goods were made
by the holding's trading company and the rest part - from the subsidiaries, which have reported sales of materials
manly to their subcontractors outside the group, in order to ensure their activity with the required qualiry.

Revenue from sales of rendenng services during the year amount to BGN 960 thousand and record inerense
by 35,98% compared with the prior reporting period (2017 — BGN 706 thousand). They have been realized mainly
on the terntory of the country - 91, 46%. The provided services outside the Group include revenue from materials
supplied by clients amounting w BGN 404 thousand, revenue from tansport services — BGN 235 thousand,
revenue from services related to mechanization — BGN 129 thousand. The relative share of this type of revenue in
the Group amaounts to 0, 28%.

Other income structure

Other sales income amount to BGN 5 303 thousand and increase by 3, 153% in comparison with the
previous reporting period (2017 < BGN 5 141 thousand). They include income from operating leases — BGN 494
thousand, other net mcome = BGN 537 thousand, Other mcomes are realised from wrire-off unreimbursed
provisions under construction contracts amounting to BGN 1 745 thousand. By their nature, they represent
unreimbursed amounts under warmnty repaies as 80, 92% are in the country and 19, 08% - in the Republic of
Serbin. The reimbursed provisions under construction contracts amount to BGN 1056 thousand and are
generated in the Republic of Serbin and in the Czech Republic. They record increase by 21, 66% m comparison
with the previous reporting period (2017 = BGN 1 348 thousand). During the year write -off liabilities have been
reported amounting to BGN 1026 thousand mainly generated in the Republic of Serbia. The result of the sale of
fixed assets is BGN 137 thousand. Income from restored depreciation amounts to BGN 138 thousand.

Finance income structure
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The consolidated finance income for 2018 amount to BGN 711 thousand and have decreased by 55, 95% in
eompatison with the prioe reporting period (2017: BGN 1614 thousand). In absolute value the foreign exchange
giuns record erease and for the reporting period amount to BGN 625 thousand (2017 —= BGN 1 278 thousand).
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Distributed geographically, 56,16% them are generated in the Ceech Republic, 21,12% - in Bulgaria and 22,72% -
in the Republic of Serbin. The currency transactions between the entiies in the Republic of Bulgaria, the
companies and branches i the Republic of Serbia and the Czech Republic maimntain their intensity,

[nterest income amount to BGN 74 thousand and decrease significantly in comparison with prior reporung
pertod (2017 — BGN 308 thousand), The reason for that is the decrense of the interest income enrned under
commercial loans and under trade receivables,

The geographical distribution structure of the group’s finance income is as follows: 29, 68% gencrated in
Bulgaria, 20, 96% generated in the Republic of Serbia and 49, 37% generated in the Czeeh Republic.

The below praphs present the finance income per geographical segments and a companson of such with
their values in the prior reporting period

Financial income for 2018.
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Expenses by economic elements strucuire
The consolidated expenses by economic elements amount to BGN 332 413 thousand and record a 10, 48%

merease compared with the prior reporting period (2017: BGN 300 875 thousand). Their change 15 intereonnecred
with the volume of eonatruction works that the Group has exeeuted within the year.
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Expenses, incurred by the group for raw materials, materials and consumables amount o BGN 61 402
thousand and increase barely by 2, 03% compared with the prior reporting period (2017: BGN 60 179 thousand),
In essence, these are the expenses, incurred for direet mw materials and overheads, consumed in the production
process, expenses for fuels and lubricants, tires, spare parts, electricity, office materials and consumnables, water
and others. Their relative shate to the total expenses by elements is 18, 47%, geographically distributed as follows:
80, 89% in Bulgaria and 19, 11% in the Republic of Serbia.

The most signifieant portion of the group’s cost is for the mw materials amounting o BGN 51 602
thousand with a relative share in the Group of 84, 4%, Compared to 2017, these cosis increased by 4.86%.

Expenses, incurred for fuel and lubricants gmount to BGN 5 635 thousand and have a relative share in
the Group of U, 18%. They record decrense in comparison with the prior reporting period by 17, 41% or BGN
| 188 thousand (2017 — BGN 6 823 thousand). The machinery and motor vehicles, owned by the Group, imply
that maintenance costs will be incurred by the Group as expenses for spare parts (BGN 1 470 thousand), expenses
for tires (BGN 541 thousand). Expenses, incurred for spare parts inerease by 10, 28%, compared with the same in
the prior reporting period (2017: BGN 1 333 thousand), while the expenses for tires does not change significantly
(2017 — BGN 523 thousand).
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The cost of electnicity amounts to BGN 773 thousand and has deerensed by 9, 27% compared with the
prior reporting perod (2017: BGN 852 thousand). No significant changes are observed in the absolute value of
the remaining cost of matenals in comparison with the prior reporting period. The practice of the Group is o
purchase core matenals and raw materials though the subsidiary of the Holding — Infra Commerce LT and its
branch company in the Republic of Serbia,

Raw materials, materials and consumables

2018r.
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The consolidated expenses for hired services sum up to BGN 227 720 thousand and are increasing
compared to the same period with 17, 41% (2017 — BGN 193 948 thousand), retaining its main share in the
proup’s expenses by economic elements of 68,51%, Expenses incurred with respeet to subcontractors are in the
amount of BGN 185 492 thousand or 81, 46% of the total amount of the hired services expense. These inerease
compired to the previous periad by BGN 32 507 thousand (2017 — BGN 152 985 thousand), from which 88, 42%
were incurred in the country and 11, 58% in Republic of Serbia,

Hired transport and mechantsation costs form a significant portion of hired services, Hired mechanisation
costs sum up to BGN 7 192 thousand and deerease by 2, 20% compared with the prior reporting period (2017:
BGN — 7 354thousand) as a main part of these have been realized in the country. Hired transport costa sum up to
BGN 5 909 thousand and inerease by 9,65% compared with the prior reporting period (2017 — BGN 5 389
thousand), from which 77, 43% were incurred in the country and 28,57% in Republic of Serbia. The expenses for
transport services realized in the eurrent period sum up to BGN 2 660 thousand and increase by 81,57% (2017 -
BGN 1465 thousand), from which 98,05% were incurred in Republic of Serbia, The equipment of the companies
from the group with specialized mechanization and vehicles and their optimal load requires constant maintenance
and repair of these assets such that for 2018 the amount is BGN 1296 thousand (2017 = BGN 1 263 thousand).

Design costs amount to BGN 1 666 thousand and decrease by 25,19% compared to the previous
reporting period (2017 — BGN 2 227 thousand). Consulting and other contracts amount to BGN 7 222 thousand
and decrease by 17,04% (2017 — BGN 8 705 thousand). Such are mainly realised by the branches and Serbian
subsidiaries, The services rendered under contraets sum up to BGN 7 007 thousand in comparison with BGN 5
278 thousand in 2017, Insurance costs amount to BGN 1 440 thousand and increase in comparison 1o the
previous reporting period by 27,32% (2017 — BGN 1 131 thousand), as 60,62% were incurred in the country and
the remaining 39,35% in the Republie of Serbia. One of the reason behind the increase of this type of costs is the
acquisition of new assets in the current reporting period by the group, Labormtory testing cost amount to BGN |
046 thousand and increase in comparison to previous reporting period by 4,39% (2017 - BGN 1 002 thousand),
67 40% of which were formed in the R.epublic of Serbia, the remaining 32,60% in the country, Security expenses
amount o BGN 1 523 thousand and maintan their levels from the previous reporting period (2017 - BGN 1 511
thousand). Costs, incurred under blasting activities, amount to BGN 593 thousand which decrease by 11.62%
(2017 = BGN 671 thousand). Taxes and fees amount to BGN 1 002 thousand, 52.89% are in the Republic of
Serhin.
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Hired services expenses and the change therein when compared with the prior reporting period are
thoroughly presented in the notes to the consolidated financial statements for 2018

Expianding the construction activities is accompanied with engagement of significunt resources of hired
services, this trend shall continue and within the next reporting period. Analysed per geographical sepments the
hired services expenses in the Republic of Bulgaria are most significant amounting to 83,81 %,

Hired services 2018

= [illGARIA ® SERHIA

Depreciation costs sum up to BGN 5 066 thousand and increase by 5,05% compared with the prior
reporting period (2017 — BGN 4 821 thousand), The carrying amount of non-current ngible assets (property,
plant, equipment, and investment property and non-current intangible assets) amounts 1o BGN 74 456 thousand
in 2018,

Within the year are ncquirccl or puf it explotation non-current mngibic as  follows: mn:hiner}r and
equipment in the amount of BGN 4 648 BGN thousand, facilities in the amount of BGN 164 thousand, buildings
in the amount of BGN 1 177 thousand, transport vehicles in the amount of BGN 3 118 thousand and other assers
i the amount of BGN 177 thousand. Real estate is put in exploitation for investment purposes in the amount of
BGN 3 989 thousand. The Holding applies a centialised investment policy by concentrating the core corporate
assets in the Group, which are rented (leased) 1o subsidiaries on the principal of necessity and workload. Effective
asset management and their optimal workload is one of the eore objectives of the Management.

Depreciation and amortisation 2018,

sPBULGARLAY = SERBLA wCANCH
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Remunerntion costs paid to the personnel are in the amount of BGN 29 100 thousand and inerease
compared to the previous reporting period by 2,99% (2017 — BGN 28 256 thousand), but their relative share per
economic elements decrense by 0,64% (relanve share 2018 — B75%, relative share 2017 — 9.39%). Analysed
geographically, the expenses incurred for salares and wages and social security contributions, paid in respect of the
personnel, employed in our country < 67,03 % < and in respect of the personnel, 32,88%- — Republic of Serbia
and 0, 09% - Czech Republic,

Emplovee benefits expenses 2018

mIULGARLY =SERBIA mCAECH

Effects of adjustments resulting from the inital application of IFRS 9 and IFRS 15 are presented in the
balance of retaned carnings at the beginning of the period - 01012018 and are detailed in the notes 1o the
financial statement. Their net effect amounts o BGN 1,085 thousand.

The Group hag accrued losses from the impatement of asgets in the amount of BGN 1 050 thousand,
from the impairment of receivables in the amount of BGN 2 541 thousand, from eommercial reputation in the
amount of BGN 447 thousand, and of inancial assets n the amount of BGH 9 thousand in 2018 — teml value of
BGHN 4 047 thousand,

Other operating expenses amount to BGN 5 078 thousand in 2018 and deerease by 57, 42% :tampurnrj
with the prior reporting period (2017: BGN 11925 thousand). Analysed per geographical segments, 75,38% of
which are realised in the country, 20,52% - in the Republic of Serbia and 4,10% - in the Czech Republic. Other
aperating expenses include expenses for business trips, entertainment costs, expenses related to donations, acerued
penalties and fees, codts relating to medical services, provisions of estimated future costs and others, Their relative
share in the total expenses by elements is 1, 53%. Entertainment costs amount to BGN 364 thousand and
decrease by 25, 09% compared with 2017 (BGN 291 thousand), Provisions for habilities amount to BGN 417
thousand (2017 — BGN 2 515 thousand), while provisions under contracts for construction amount to BGN
376 thousand (2017 — BGN 4 430 thousand). Social expenses provided in kind, amount to BGN 351 thousand,
shortage costs and retirement of non-current azsers — BGN 88 thousand, written off receivables — BGN 568
thausand.

The Group has donated BGN 1 093 thousand i 2018, with most donations being to the “Trace for
people” Foundation,
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Other expenses 2018
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Finance cost structure

The consolidated finance costs amount to BGN 2 665 thousand and increase by 17, 40% compared with
the same for the financial reportng 2017 (BGN 2 270 thousand). The most significant ecomponent of the finance
costs and in relative share (44, 58%) are the costs related 1o the bank guarantees that amount to BGN 1 188
thousand. Bank punrantees are issued with regards to concluded contracts for building and eonstruetion weorks in
order to secure the provided advance payments and to guarantee the quality of the executed construction works to
the Employers. Interest expenses amount to BGN 572 thousand and deerease in comparison with the prior
teparting periad by 30,24% (2017 — BGN 820 thousand). The main reason for this is the decrease in expenses on
trace linbilities by 51.23% compared to the previous year, mainly in the Republic of Serbia (2018; BGN 218
thousand, 2017: 447 thousand BGN). Interest under bank loans expenses maintain the levels compared ta 2017
and amount o BGN 271 thousand, while interest under leases amount o0 BGN 82 thousand (2017 —~ BGN 86
thousand), Foreign exchange losses, which amount to BGN 257 thousand and record a decrease of 43, 64%
compared with the same in 2017 (BGN 456 thousand), alse form a significant portion of finance costs. From
these 54, 47% are generated from the group activity in the Republic of Serbia, the dynamic exchange rte of the
Serbian Dinar aganst the European currency - the main proceeds from the contracis in the braneh in the Republie
of Serbia are made in euro and the payments in Serbian dinars respectively; 32,30% are from the Czech Republic
and 13,23% - from Bulgaria. The other finance costs amount to BGN 647 thousand and increase by 69, 37% in
comparasion to the prior reporting period (2017 — BGN 382 thousand), Analysed per geographical segments,
79,92% of the finance eosts are generated in the eountry, 16,89% - from the Republic of Serbia and 3,19%- from
the Czech Republic.

Interesr expens, including 21485 & Jo. 12% el A
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Finance costs 2018,
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The Group serves several eredits to different financial institutions — UniCredit Bulbank AD, 5G
Expressbank AL, UBB AD, Investbank AD and Piracus Bank Bulgaria AD.

Personnel

1163 people were employed by the Group as at 31.12.2018, compared with 1 415 people, employed in

2017. Geographically distributed — 54.70% of the personnel is employed in the Republic of Bulgaria and 45.30% in
the Republic of Serbia:

Total personnel employed in 2018

BDULGANLY sSERBLY
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Financial result

To summanse the data, disclosed in the presented financial information, the realised in total within the year
revenue amount o BGN 352 586 thousand, while the expenses in roml, withour ax eost, amount o BGN
345 922 thousand. The financial result before tax amounts o a gross profit of BGMN 6 666 thousand. The accrued
tax expense amount to BGN 733 thousand and the financial result after tax — net profit of BGN 5 933 thousand,
includin for the group - BGN 5,905 thousand. The change in comparison with the prior year is net profit
inereasing with 53, 27% (2017 = BGN 3 871 thousand),

I11. Financial and non-financial indicators analysis
1. Financial indientors and ratios

The financial position of the group for the financial reporting 2018 is reflected in the following economic
ndicators:

Indicators 2018 2017 Difference
Value Viluie Amaouint £
| Mon-current assers (fotal) 97 608 OB B12 1 204 1%
2 Current assers, including 123 564 164 788 41 224 -25%
3 Inventory 7 064 0 206 (1242 13%
4.Current recewvables 79 080 117 311 38 231 -33%
5,Current financial assers 113 1 787 1674 94%
6.Cash and cash cquivalents 36 407 36 484 77 0%
T Tatul nusets 221 172 263 ali 42 428 16%
8 Equity 100 883 97 778 3108 3
9. Financial result 5905 (3 B45) 2060 54%s
10 Non-curtent labilides 200450 15 550 4 891 3%
11.Current halulines 99 504 149 925 50 422 Adhg
12 Tatal liabiliies 119 954 165 485 45 531 -28%:
13 Toul revenue 352 589 36 154 36 432 12%
T+4.5ales revenue 346 572 309 399 37 173 12%
15.Total expenses 345922 311 484 34438 11%
N Ratios 2018 2017 Difference
Value Value Amount Yo
~ Profitability:
I Return on equity 0.06 0,04 002 49%%
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2 Retuiin o dsscis 0.03 .01 .01 8305

3 Rerurn on labilities (LA iz (.03 112054

4 Net profit margin 0.02 0.01 .00 7%
Efficiency:

5 Of conin 1.02 1.1 0,00 0%

¢ Of income 0,98 0.99 (.00 %
Ligquidiry:

7 Current ratio 124 110 0,14 13%

8 Quick ratio 116 1.04 012 12%

9 Acid test 037 0.26 0.1 e

10 Absolute hqudity (1,37 .24 012 0%

Finaneial leverage:
11 Finaneinl levernge 084 {.50 .25 4200
12 Debt 119 169 050  -30%

Profitability (return) coefficients are subject to investor's interest as they convey the pace of return on
capital. In essence, profimbility coefficients are quantitative chamcteristics of the ennity's return on sales, on equiry,
on the actual assets and liabilites of the entity. For 2018 profitbility coefficients record inerease compared with
the same in the prior reporting period due to an inerease in the absolute value of the net profit compared to the
previous reporting period. Profitability of return on equity has 0.06 cocfficient and increase by 0.02 or 49%
compared to the comparable period. Profitability of return on assets has a coefficient of .03 with a value of 0.01
and a growth of 83% in the past year; the profitability of return on labilities is 0.05 as the coefficient values for
2017 was 0,02, Profitability of net profit margin has value of 0.02.

[fficiency ratios are quantitative characteristics of the interrelation of the entty’s revenues and
expenditure, The factor, which mainly influences their alteration, is the change in the revenue and expense
structure. In the current reporting period, due to keeping their ratio, efficiency indicators have not changed
significantly ompared to 2017. Thus, for the tealization of BGN 0,98 income correspond to BGN 102 costs.

Liquidity ratios express entity's ability to timely settle its debts with the available assets, and present its
ability 1o convert the readily available assets into liquid assets. The current rao is 1.24 and inerease by 13% in
comparison with the prior reporting period (2017 = 1.10). Tt is calculated as a ratio between the eurrent assets and
the current labilities and at coefficient levels above | unit, the ask that the entity will fall into a stare of mability 1o
meet its liabilities is too low. The acid test is computed to 0,37 and the absolute liquidity to 0.37 and increase by
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4% and 50% aceordingly compared in 2017, The carrying value of the available financial assets in the group as at
31122018 15 BGM 36 407 thousand,

The financial leverage coefficient 1# the mtio between equity and total liabilines, Since the profiability
coefficients for 2018 record increase in comparison to 2017, while the toml labilities decrease, the indieator of
financial levernge record increase by 42% in comparison to the prior year (2018 — 0.84; 2017 - 0.59),

Debt ratios show the amount of liabilities, recorded against BGN 1 of equity. The debt eatio 15 119 in
2018 and inerease l:.l'_v 30% in cnmpm‘iunn tis the prjr_rr I.":pﬂl'ﬂl'lﬂ l'lt.'riud (2“17 = |.6% ".*ir).

2. Corporate Social Responsibility
Ecology

“Trace Group Hold” PLC and the main companies in the Group maintins Integrated quality
management system in accordance with the requirements of the international standards 15O 9001: 2015, 15O
14001: 2015, OFSAS 18001: 2007,

The company implements social activities supporting the prineiples of protecting the mntegrity, health,
rights and well-being of its employees,

The process management system, influeneing the quality, environment, health and safety at work in every
company in the Group covets all activities implemented by these companies.

“I'race Group Hold” PLC applies international environmental management standards. For the group, its
sustainable development, competitiveness and economic prosperity are closely linked to global environmental
efforts.

The management of “Trace Group Hold” PLC makes efforts to reduce the environmental impaet of the
company by

- Efficient use of electricity and heat

- Minimization of waste;

- Prevention of pollution by reducing and minimizing harmful emissions to air and water;

- Using a new genemtion of techniques and facilities to carry out its activities;

- Monitoring of air, water and soil pollution,

The corporate management of “Trace Group Hold"” PLC appreciates the importance of preserving the
ecological balance in nature and pays particular attention to the environmental impact of the subsidiaries'
aperations, The holding monitors the measures to reduce the harmiul environmental impacts that companies
undertake in carrying out their activities. All production facilities / crushing plants, asphalt bases, stone flour
nstallatons, etc. are provided with fltering mstallations to capture the harmful emissions emitted during operation
and comply with the requirements of environmental control authorities.

Asphalt mixtures are produced using dry production method, without using water. Asphalt mixing plants
have a highly efficient filtraton system that ensures dust extraction from the exhaust gases that are subjected 1o
dry punfication through an industrial filter. All smoke is absorbed by a powerful aspirator, passed through a dry
dust flter, and the cleared exhaust air is emitted into the atmosphere,

Specialized machines and trucks meet European and world environmental standards. The company
nvests in modern equipment and mms at introducing innovatve productions in order to protect the ecologieal
balance.

In the implementation of each infmstructure project, an environmental concept s developed and
followed, which sets out the activities to minimize pollution and harmful effects on the environment. Through it it
i possible 1o idenufy, evaluate and manage the important aspects of the environment, to prevent the pollution of
the environment in the implementation of the subject of the respective public procurement. The concept of
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enviconmental protection shall take into account the main activities i the implementation of the project and the
operation of the sites at the stage of their design, construction and operation, namely:

e Approved land-use planning plan for changing land use

& Prepaation and coordination of project documentation

s Obtain building perimit

*  Realization of projects

e Commissioning the sites

¢ Condinons established through environmental decisions and / or environmental impaet assessment

Procedures are m place n accordance with environmenral legislation ar nanonal and European level o
ensure the prevention of significant negative impacts on the environment and human health when implementing
mvestmeni proposals, namely: Enviconmental assessment of plans and programs related to spatinl planning and
environmental impact assessment; Assessment of companbility with the subject ane objectives of conservation of
protected areas,

During implementation of the final section of boulevard “Montevideo®, an engineering team from Trace
preserved 27 years ald Caveasian fir in Sofia, The tree with height 15 m and weight 10 tons, was moved to a
location selected by the Municipality of Sofia. After plating, the tree was reinforced with a steel rope construction
that was removed in March 2019, Irmgation takes place through drainage pipes reaching the roor system.

The strategy for development of “Trace Group Hold” PLC includes participation in long-term
environmentilly friendly projects in the field of environmental protection. A separate collection system has been
set up.

Humaan resources
Financial incentives

The companies of the Group of “Trace Group Hold™ are far to its employees and wotkers in the
payment of agreed wages und social security contributions. The company motivates its employees, specialists and
workers by paying additional remuneration as well as by paying in the form of shares in the company's eapital. The
provision of shares 15 tied to the results they achieve in fulfilling their engagements. The conditions under which

shares are distributed to employees of the company are regulated by an internal stamtory instrument adopted in
2013,

The group has agreements reached with:

- Banking institutions for preferential terms when using loans and insurances;
- health eare facilines and annual free examinations;

- use of chain stores for the supply of goods and services

Increasing professional and scientific qualifications

In 2018 two engincess (Ivan Katsarov and Hristo Ivanov) were awarded PhD and defended dissertanon
works before UASG, three more enlisted for PhD (Silvia Sandev, Petnr Kostov and Yordan Markov), Their
scientific interest is part of their professional commitments and s connected with the development of innovatons
and the application of rechnologies in various processes. Lagge number of engineers continues their education in
masters programs related to the construction of water treatment systems, gas networks, constructions of buildings
and facilines ete,

“TRACE” Academy

The master degree program “Business management and planning in the construction” i an educational
product, which has no analogue in the Bulgarian edueation. The program response to the acute need of the
Bulgarian construction business of new generation of engineers — managers, who in the works process apply
engineering principles but have business knowledge for the suceessful and efficient implementation of projects. In
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2018 fiest engineets from the group, who enrolled in the master degree program received their diploma with major
"Business development and management in the infrastructure construction”. The education 15 designed in a
manner that the engineers receive knowledge on multiple management techniques, identify business issues and
develop erentive skills.

Scholarship and inteenships, Talents program.

[n parmership with UASG, the group prepares programs, which allow the ereation of new peneration
engineers, knowledgeable, rensoning, and independent,

= Talents program allows to students not only to be prepared for the job market, but to work in real time
environment and to acquire qualification,

- Scholarship for excellent students, who orginate from Bulgannn diaspora in R.Serbia, Macedonia,
Kosove, Albania, who are enrolled in UASG under 112 Decree of the Ministry of Education and Seience,

- “Best thesis paperwork” - award winning graduates from the Dean Management Departments of the
LUIASG engineering departiments receive a cash prize and the opportunity for a start in the career.

= Internship program of Ministry of Education and Science = Every vear the group participates in o
program of the Ministry of Edueanon for financier, accountants and lawyers.

- “Open lectures” — students from 11% and 12" grade visit infeastrucrure projecrs implemented by Tree
which are under construction, participate in meetings with management teams of the group, as well as in
s0 called labomtories. The purpose of these lectures is the atteaction of young people towards the eareer
path of consiruction engincer,

Awards:

Every year “Trace Group Hold” PLC distinguishes the most deserving employees and workers with two
special nwards:

“Builder of the Year of “Trace Group Hold” PLC Award

The prize is awarded 0 employees and workers, in recognition of their high professionalism in the
execution of their work assignments and for their significant contribution to the group’s development. The award
was first introduced in 2008, The winners receive the “Road is Life” sculpture and non-bearer shares of BGN 10
000 in the entity's eapital. In 2018 the management presented the award to Dipl. Eng, Georgt Ivanov for the
tt:l'!'.l]‘!!l:'Liull before the nm'miruc(.l deadline of .-\lu:h:l)' h}'pnns rond,

“Keeping the Honour of the Builder Profession” Honorary sign

With this honorary sign, the Management team of “Trace Group Hold” PLC aims to earn a recognition
and public visibility for exeellence in infrastructure construction and to enhance the quality of the professional
competeneies of the Group's emplovees: to stimulate the qualities and mlents of each employee and for the further
sustainable development of “Trace Group Hold” PLC, The prize is awarded on the occasion of the Builder's Day
or anniversary events of the Company, as well as by the decision of the Holding's Financial Board,

[ 2018 the eulture field, Trace supported more 10 events which have not anly nadonal but international
trmiportance for the it‘rmgc of Bulgaria. Among them, the most significant is the concert of Lisa Gerard and Yordan
Kamzhalov i Sofia.

The “Trace for 1’1.‘()11-11:" Foundanon, [part of “Trace Gl:nup Hald" PLC fmnj]!.', supports r)rr;]ccrs.
ptr-.immhur.-a and causes which leave traces, draw perspectives, bring value beyond cummcrcinlir}r‘ F\upulnrmc
Bulgarian culture and spirit, and are the necessary positive examples - messages to the future - the children of
Bulgaria. All initinoves and realized projeets ean be found in the Annual R,r.'pnrl of the Foundadon, which s
published on the website of the Regisiry Apeney.

3. Disclosing of non-financial information

2
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As required by European Padisment Directive 2014/95 / EU on the submission of non-fnaneial
information and the provisions of the Accountancy Act, some companies have an obligation to publish non-
finaneial information on their own or as part of the annual activity reports. The obligation anses for lagge public
interest entities which, by 31 December of the reporting period, exceeded the 500 average number of emplovees in
the finaneial year. Enterprises of public interest are: public companies and other issuers of securities; eredit
insfitutions; financial institutions; insurance and reinsurance companies, pension insurance companies and the
funds managed by them; investment intermediaries; commercial compantes that produce, transport and sell
eleciricity and heat; commereial ecampanies importing, transporting, distributing and transiting natural gas;
commercial companies providing water, sewage and telecommunications services; Bulgarian State Rathvays EAD
and its subsidiaries,

Large enterprises are defined ax net income from sales - BGN 76 million or book value of assets - BGN
38 million,

In view of the criteria set out in the Law on Accounting, it ean be concluded that “T'mee Group Hold”
PLC on a consolidated base have the obligation to present non-financial information,

The non - financial information s presented in a form of a declaration as Enclosure Nol as part of the
report of the Management Boare.

IV, Major risks

In the ordinary course of business, the eompany may be exposed to various financial risks, the most
important of which are: currency risk, credit risk and liquidity risk. Therefore, overall risk management is focused
on minimizing potential negatve effects that could affeer fnancial performance. Financial rsks are currently
identified, messured and monitored using different control mechanisms i order to determine adequate prices for
the services provided by the company to adequately assess the forms of maintenance of the free liquid assets,
without allowing an unjustified concentration of particular risk.

The different types of nsks to which the company 15 exposed in earrying our its business and the approach
taken to manage those risks are described below.

Credit riak

. In the course of its business, the Company is exposed to eredit risk that is related 1o the nsk that some of
ity counterparties will not be able to fully meet its obliganons within the usual tmeframe.

. The finaneial assets of the company are concentrated in three groups: cash and receivables from
customers, financial assets - loans granted.

. The Company regularly monitors the default of its eustomers and other counterparties, individually or in
proups, and uses this information to control eredit nsk. Where costs are not excessive, credit data from external
sources and / or financial statements of customers and other eounterparties are provided and used. The
Company's policy is to only deal with counterparties with a good eredit rating,

The eash in the company and the payment aperations are concenteated in the following banks - Unieredit Bulbank
AD, DSK AD, UBB AD and Expressbank AD. The management considers that there is no nsk as long as the
servicing banks have stable hquidity,

As of 31.12.2018 are impaired cash on current accounts in banks - in Bulgari and abroad amounting to BGN 15
thousand on the basis of their officially published credit ratings by certified credit ageneies.

Liquidity risk

The hquidity rsk is expressed in the negative situation that the company will not be able o meet
unconditionally all its obligatons according to their maturity. It pursues 1 conservanve liquidity management
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pDI.iL'}'. which Cl.".lnﬂmll'l]}' maintaing an t‘lprit':'m] Liqull.ﬁl'}' reserve and gnncl uhilir}' to finance 1s business. Currum'.'ly.
the maturity and timely implementation of payments is monitored by the financial and accounting department,
supporting the necessary information on available eash and pending pavments.

Interest rate risk

Interest rate risk 15 the risk that the fair value or future cash flows of financial assets and liabilities held by
the Company will fluctuate due to changes in marker interest eates. Fixed eate instruments ave ai risk of the fur
vilue af interest rates - changes in market interest rates will affect the value of fixed financial assets and habilities,
Financial assets and floating rate liabilities are exposed to eash flow sk - future eash flows will depend on changes
i mnrket interest fates.

As 2 whaole, in the structure of the Company's assets and liabilities, interest-bearing financial assets and
liabilities have a significant share representing receivables and payables under finance leases, borrowings received

and granted.
Currency risk

The company is exposed 10 currency risk insofar ax all branches operate in countries with a variable
exchange rate of the local currency - Serbian dinars, Czech Crowns, Macedonian denars and Ukminian hryvnias,
But the bulk of its transactions and operations are mainly earried out in BGN and / or EUR.

V. Significant events after the reporting period

On 170012019 has been signed a purchase agreement of the shares of the eapital of “Vior Velika Morava™
LTD. Belgrade, as a result of which *T'race Group Hold"” PLC acquires from “Trace International” LT 100% of
the capital of “Vior Velika Morava™ LTD. The transaction value 18 171 468 Euros. On 05.02.2019 the change of
ownership was registered in the Serbian Trade Register. The capital of “Vior Velika Morava™ LTD amounts to 15
743 000 RS and ts divided into one unit, As of 05021019 the sole owner of the eapital of “Vior Velika Morava™
LTD is “Trace Group Hold” PLC.

On 17.01.2019 before the Registry Apency of Republic of Serbin for “Trace Balkans” LTD a eapital
inerense of 100, 00 R513 to 32, 562, 172, 50 R5013 was recorded as a resulr of an inerease due 1o an inerease in the
nominal value of the units, Following the change, the company's share capital is 32 562 172, 50 RSD, divided inteo
one share wiath a r.mr vnlm,' :’hf 33 562 172, 5“ R,SD

“Trace Group Hold” PLC became sole sharcholder of "Trce Serbia” JSC as of 12.03.2019 after it
acquired | share from “Trace Balkans” LTD. The Management Board of “Trace Group Hold” PLC, on the
grounds of art. 114, pamgraph 3 of the Public Offering of Securities Act, gave preliminary consent to the
conelusion of a eontret for the transformation of “T'mee Serbia” |SC /as a transforming company/and “Vior
Velika Morava™ /inflowing company/, After the wansformation, Trace Serbia's eapital will be increased by an
incrense in the nominal value per share and will amount o RSD 985 282,255.5, distributed in 591,527 shares with a
naminl value of 1,665,659 RSD each,

On 26.03.2019 in the Commercial Register at the Registry Agency was registered an increase of the eapital
of “Infta Commerce” LTD by BGN 395,000 / three hundred ninety five thousand / through the subscription of
3,950 / three thousand nine hundred and fifty / new shares with par value of 100 / a hundred/ BGN each. The
company's eapital amounts to 400,000 / four hundred thousand / BGN, divided into 4,000 / four thousand /
r.'qutl.l shares at the value of 100 / 0 hundred / BGN each.

“Infrn Commeree” LTD acquired 5,000 (five thousand) ordinary, registered voting shates, each with a
nominal value of BGN 10 (ten), representing 100% of the eapital of “Himeolor™ |SC, UIC 160087427, "Infra
Commerce” LTD, UIC 175029440 becomes the sole owner of the capital of “Himeolor™ |SC.

On 18.04.2019 “Trace Group Hold” PLC sold to non related party its own 8,251 shares, each with 2
nominal value of BGN 10, from the capital of “Technostroy — Engineering” 99 J5C, UIC 12805792, The price of
the transaction is 1 100 000 (one mallion and one hundred thousand) BGN.
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VI Business development

Next year, “Trace Group Hold” PLC will continue its policy of expanding its operations nationwide and
internationally.

At the national level, the company's intentions are to participate in tendering procedures related 1o the
implementation of infrastructure projects included in the programming period of the aperational programs of the
FEurapean Union focusing on: water sector, landfills, railway and road construction; Development of municipalities
funded by the state budget; Building construction projects and projeets for the rehabilitnton of buildings to
incrense energy efficiency; Initatives with private investors with interest in infiastructure, logisties and industrial
construction as well as in public-private projects,

Priovity will also be given to development in the field of building construction not only a8 an executive
activity but also in terms of investment, The short-term plans are for the Holding company to participate in the
construction of residendal, administrative and office buildings in our country and on the territory of other
countries where the group has a presence.

“Trace Group Hold” PLC has strengthened its positon in the field of road mantenance in Serbia, in
particular mauntenance and rehabilitation of road infrastructure in the arens of Southeastern Serbia. It is due 1o
participate in wnnel projects for connection of the national with the Sofia Municipality road infrastructure, as well
as in tenders for rehabilitation of railway infrastructure in the country, In 2019 the construction of one of the most
complicated from the engineering point of view sections from Nis to the Macedonian border - the section of E-
75 I-lighwny SOrdelied = Cariema dohng™ will be i;nrnp]r.'tc:l.

Another interesting perspective is the development of activities in Croatia and Kosovo, where sipnificant
road and railway projects are to be launched. The international department of the Holding company continues to
actively research the marker tn Centeal and Eastern Europe, Russia and the Central Asian countries.

VII.  Rescarch and development
The tﬂl;iry does not engage in Resedrch and Development.

VIIL Information, disclosed in accordance with the provisions of the Commercial Act

1. Treasury shares, Share Redemption,

As of 31.12.2018 “T'race Gruup Haold™ PLE holds 4 #15 treasury shares,

The following transactions were cartied out in conneetion with the program for the provision of shares o
employees as an additional remuneration for gm':d performance results in the execution of its obligntons and
based on a share redempuon procedure for the petiod 12.09.2018 — 31.12.2018 were acquired 6 185 shares, 3 570
shares were provided by the winner of the award “Builder of the year"2018, Dip.Eng. Georgi Ivanov, Regional
manager in “Trace — Road Construeton” JSC. The share redempuon procedure was finalized on 31.01.2019

2. Information on the members of the Supervisory Board and members of the Management
Board

“Trace Group Hold” PLC has a two-level management system and is managed by o Supervisory Board
(SB) and a Management Board (MB):

Oy T T S T (o
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Nikolay Ganchev Mihaylov = Chairman of the SB
Manol Peychev Denev = Member of the 5B
Anton Nikolov Donchey = Member of the BoD

In 2018 a change was made in the members of the Management Board. Miroslw Kalchey Manolov was
realeased, on his place was appointed Desaislava Ivanova Lubenova,

Dessislava Ivanova Lubenova = Chaieman of the MB
Boyan Stoyanoy Delchey - Member of the MB and CEO
Raositan Yordanova Dineva - qu;iwu - Member af the MB

The Supervisory Board establishes and controls the entity's strategic development guidelines; it provides
guidance in defining the vision and controls their implementation. It provides guidanee to the Management Board
in the establishment of 2 fisk management system, including an internal control and internal sudit, the finaneial
information system and controls their functioning. Tt controls the regulitory compliance, set out in the entity's
atatutes. The Supervisory Board treats equally all sharcholders and works to protect thewr interests, The
Supervisory Board appoints and contrals the entity’s Management Board,

The Management Board of “Trace Group Held” PLC manages the Entity in an independent and
responsible manner, in accordance with the estublished vision, objectives, corporate  strategies and the
sharcholders” interests, It eoordinates its activities related with the business plan of the Entity, the transactions of 4
substantial nature, as well s other activides established in its statutes with the Supervisory Board, The
Management Board has defined and monitors for the complianee with the Enuty’s disclosure policy and investor
relations policy. It provides sharcholders with the required information, in the tme and format defined under the
Company’s statutes. During their mandate, the members of the Management Board are guided by their generally
accepted principles of integrity and managerial and professional competence. The Management Board adheres 1o
the Code of Ethies,

Information on the purchase and ownership of entity’ shares by members of the Management
Bodies,

Nikalay Ganchev Mihaylov 6 205 831 - 16 205 831 66.97%

Manol Pevchev Denev 33 041 33 01 0, 14%,
Anton Nikelav Denchey 0 0 0.00%
Dressislava Ivanova Lubenova 1 202 056 1202 056 4.97%
Boyan Stoyanov Delchey 10 068 10 068 0.04%
Rositsa Yordanova Dineva — Georgieva 7100 7100 (1L.03%,

No privileges or exclusive rights to aequire entity’s shares and bonds are provided for the members of the
Management Badies.

The members of the Management Bodies are not involved as general partners (unlimited liable partmers)
in commercial entities, other than in the entities, presented in the mble hereafter.

The wbles hereafter provide information on the participation of the members of the SB and the MB in the
management of other entities and information on the held by them more than 25% of the capital of other entities,
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Supervisory Board

pal i S “ ".I-._'...f--.;-.-,1,-.*.'il,l._-
“Trace  Group  Hold™ | Chatrman of the SB, holding 66.97% of the | Deputy Chairman of | Member of the
PLC entity’s capital the 5B 5B

“Engproject” LTD Holds directly 20% and through “Galini-N"
LTD - 80%

“Himkolor” |5C Halds 85% through “Galini-N" LTD

“Galini” L'TD Sole owner and Manager

“Galini = N" LT Sole owner and Manager

,Trace Sofia® ]SC Member of the Board
of Directors

W lmce - Road Member of the Board
Construction® J5C of Direerors

[ Trace Plovdiv® LTD Manager

“Trace Group Held”
PLC Kyiv Beanch Manager

“Trace  Group  Hold”
PLC Prague Branch Manager

"Recommendation 1726" Member of the
Association MB

_""Bulguﬂu Forever" Member of the
Asaocialion MB

Management Board

¥ s Dineva

1 b e '.'Iil_'..'.|.- Vil Bovan Delehey

‘Member of the MB, |

Gru Hald” I

“Trace Chiliisn 6f the ME, Execudve ==y
PLC Director Executive Director MEmb of the MB
5 _' o Owns above 25% of the shares,

SBAL “Spine center Paul e

: : T

Foundaton “Treee for B o

Peaple”

“Metro Druzhba” LTD Conteollas
“Trace SOP" LTD

Tenee Tnternational Conttolles
"Truce —Sofia” J5C Charman of Beld
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IX. Corporate Governance Statement pursuant to Art. 100 n, paragraph 8 in conjunction with
paragraph 7 (1) of the Public Offering of Securitics Act (POSA)

The Statement 1 disclosed in a separate Appendix to the Management Report - Appendix Nol,

X. Additional information under Appendix 10 of Decree No2 of the Financial Supervision
Commission

1. Information, presented quantitative and qualitative wise, regarding the main categories of
goods, products and / or rendered services, stating their share in revenue from sales of emissions ns
whole and the changes, which incurred during the financial reporting period.

Intormation on the services rendered 15 disclosed under Section 11, 3. Operating results,

2. Information on the revenue, allocated to the different categories of activities, internal and
external markets, as well as information on the sources for the supply of materials, required in the
production of goods, or in the rendering of services, reflecting the degree of dependency of the separate
seller and buyer / user, and information on each person, individually, on his / her share in the sales or
purchases and his relation to the issuer, in the cases where the relative share of any of those excess 10 per
cent of the costs of sales or the sales income:

In 2018 construction works have the largest share in the revenues. In connection ta the above the major
clients of Trace Group companies in Bulgaria and abroad are: Metropoliten EAD, Natonal company railway
infrastructure, Road Infrastructire Agency, Municipality of Sofia, Municipality of Stara Zagora, Municipality of
Byala, Municipality of Asenovgrad, Municipality of Lovech, Municipality of Smolyan, Municipality of Ruse,
Munieipality of Sozopol, IKoridor Serbia OOD, 1P “Putevi Serbia”, Municipalities on the territory of the Republic
of Serbia, OMV Serbin OOD, JP Komunalae Piror, ete.

The main suppliers in Bulgaria and abroad in 2018 are the following:

| _ Supplier ~ Type of supply - services, materials "

FF.Hyea 5.R.0. ogranak Krusevac Rendering of services

Albatros Engineering Gmbh

au v of revenues
Supply of

Baumaschinen dallheimer

Supply of revenues

Fure Allianee Tunnels EAD

Rendenng of services

Furo Alliance Engineering FAD

Rendering of services

Miletie Peirol DOO Pagacin

Supply of materiales

DV Story Consult OOD

Rendering of services

Infra Siroy Pirein EOOD

Supply of materiales

Vigion Trans OO0

Rendering af services

Promax EGOLD

Rendering of services

Salex Bul OOD

Supply of materiales

Simenn 73 00D

Sumﬂy uf materinles

Divel st OOD

Rendering of services

Inframvest EQOD

Rendering of services

Mis AD Navi Sad

Supply of materiales
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Bitoil Rs Doo Nis Supply of materiales
Udarnik gradnja beograd Supply of materiales
Telegroup doo beaprad Rendenng of services
Elesir Zorka Sibae Supply of materiales
Bitumel Doo Novi Sad Supply of materiales
Prista O1l Ad Beograd Supply of materiales
Joh Komere Doo Nis Supply of materiales
[zola Perrov Eood Sofia Supply of materiales
Nord Shipping EOOD Supply of materiales
Metalkom Invest EOOD Supply of materiales
Insa Onl EOOLD Supply of materiales
Unipromet Doo Konjevici Rendering of services
Telekomunikacija Doo Blace Rendering of services
|"!idl"l:lp1.l(-_|llg oo Ru:'lrjl:ring of services
3 Information on significant agreements concluded and such that are significant to the

activities of “T'race Group Hold" PLC.

In 2018 the following construction contracts have been concluded, which are significant to the activities
of "Trace Group Hold” PLC:

“Construetion of the north earriageway at “Todor Kableshkov” Blvd, from “Lui Ayer” Str, to “Emilian
Stanev” Str, and execution of construction works at “Todor Kableshkov™ Blvd, from “Bulgaria™ Blvd. to “Lui
Ayer” St and from  “Emilian Stanev” Ste. to “Cherni vinh"” Blvd., Contract valuer 10 180 925, 32 BGN with
VAT included,

“Maintenance of First and Second elass roads on SOUTH territory — 538 km at the territory of Medvedja,
Boynik, Lebanje, Leskovac, Viasotinee, Tsarnn Tren Municipalities, Republic of Serbia®, Conteact value:
26 745 266, 5 BGN

“Maintenance of First and Second elass roads on SOUTH 2 terntory — 482 km at the territory of
Babusnica, Bela Palanka, Dimitrovgead, Gadzlun Han, Pirot Municipalities, Republic of Serbia”. Contreact value:
19 747 701, 23 BNG

“Maintenance of First and Second eliss roads on SOUTH 1 temitory — 547 km at the territory of
Kurshumlhja, Blace. Prokuplie, Meroshina, Zhitoradhja, Nis, Dolevae, Aleksinae, Razhan Municipalities, Republic
of Serbin”, Contract value: 15 914 605, 52 BGN

"Completion of linking infrastrueture for external conneetions at the Regional Waste Management System
Site for Borovo Region (Byala, Rousse Region, Ruse Distriet)" with the Republican Road Nerwork and the
technical infrastructure nerworks *. The conuaet value is BGN 2 684 971,91 excluding VAT,

"Design and implementation of construction works on “Bulgara™ Blvd. from “Frigof Nansen” Blvd, o
Sofia Ring Road and "Daskal Stoyan Poppandreev' Blvd. from Sofia Ring Road to Bridge over Boyana River”,
The total vilue of the public procurement is 11 576 408, 45 BGN without VAT, and the funding is from the
Republican budger,

"Repair works of streets and roads, Loveeh mumeipality”, Lot 3 - Reconstruction and rehabilimtion of
"Osamska” Str. and Lot 4 - Reconstruction and rehabilitation of "Kayrechna® Str. The value of the contriet for
lot 3is BGN 1097 069, 79 and for lot 4 - BGN 1 158 905, 73.

Purchase of the S2PV mode — system for track panels laying, GEISMAR brand, amounting to BGN 2
OB2 000, with transaction parties - “I'race Sofia” |5C - seller and "Trace Group Hold" PLC - buyer,
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4, Information on the transactions, concluded by and between “Trace Group Hold” PLC with its
related parties within the current reporting period

Information on related party transactions is disclosed in the Explanatory notes to the Annual Consilidated
Financial Statements for 2018, under the “Other disclosures™ Section, “Related parties transactions and balanees”
note.

5. Information on events and indicators of unusual for “Trace Group Hold” PLC nature, having a
significant impact on its business activities, and the realised by it revenues and expenses incurred;
assessment of their impact on the current year's results,

No events on the indicated eriteria.

6. Information on transactions, carried off-balance sheet — nature and business purpose, indicating
the financial impact of the transactions on the activities, if the risks and benefits of these transactions are
material to the issuer and if the disclosure of such information is significant for the assessment of the
issucr’s financial position.

Mo trngactions were earried off-balanee sheet in 2018

7. Information on the interests of “Trace Group Hold” PLC. Information on its major
investments in the country and abroad (in sccurities, financial instruments, intangible asses and
property), a8 well as investments in equity securities, other than in its economic group and sources /
methods of financing these investments,

“Trace Group Hold” PLC invests primarily in securities and interests in Bulgarian and foreign entites, as
well ag in real estate,
In 2018 the following changes and transformations have occurred:
= Metge of “Trace Commerce” LTD to “Infra Commeree”™ LTD;
= Merge of “Trace PAP Veanje” LTD and “New Brdges™ LTD o “Trace PZP Nis” Jie, which name
has changed to “Trace Serbin™ |sc.
- Branch companies were estiblished in Ukeaine and North Macedonia,

8. Information on the contracts, concluded by “Trace Group Hold” PLC, its subsidiary or
parent company, in their capacity of creditors, Information on the credit agreements, disclosing the
agreements’ specific terms and conditions, including and the maturity of each agreement, as well as
information on the placed guarantees and the undertaken commitments,

Obtained loans from “Trace Group Hold” PLC
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Mortgiges,
pledpe on
ot .
Bink guisititees | LKAt 65 000 000 0.7% 02082024 | 36 974 gog | nible fixed
Bulbank assets, pledge
On necounts,
cash.
Maortgages,
. 1 month
revolving ADI+2.677% 02.02.2019 i p]nd!;;c o
tangible fixed
Unieredit o assets, pledge
Bulbank 13 006 (00 ol
Bunk puarantees 0,7% 02.08.2024 0 | receivables,
pledge on
ACCOUNIE,
IM
Investment Ekspreshank AD | B65 455 Furibor+2.90 30,06.2020 259 636 | Morgage
"
1M Pledge on
Invesiment Ekspresbank AD 461 152 Furibor+2.90 30.08.2020 287 051 | tangible fixed
Y assets,
IM Pledge on
Investment Ekspreshank AL | 784 288 Euribor+2.25 28.02.2021 566 430 | tangible fixed
Yo ABECLA,
Pledge on
tangible fixed
Bank guarantees | Fkspresbank AD | 59831306 | 0.80% 31012029 | 26023 ggg | o Pledie
on receivibles,
pledge on
accounts, cash
Mortgages,
pledge on
tangible fxed
Bang guarantecs LUBB AD 17 000 000 0,70% 30.09.2024 2 988 V73 | assets, pledge
on receivables,
pledge on
accounts.
IM Mortgages,
RIRA+2.50%, pledge on
Revolving b 30.09.2019 o | tangible fixed
/lmonth nssets, pledge
Euribor+2.50 on recetvables,
% EUR pledge on
Bank guarantees LBB AD 3 000 000 0,70% 30.09.2024 {} | nccounts.
Mortgage,
IM pledge on
I ¢ 30,100,207 i
Investment LBE AD 900 (00 RIR+3.15% 20,10.2023 670 000 | recetvables,
pledge an
account,
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Bank guarantees

Bank DS AD

25425790

1,00%

30.05.2028

19 643 B38

Mortgages,
pledge on
tangible fixed
assels, pledge
o receivililes,
pledge on
HECOLLE,

Investment

Bank DSK AD

5 000 000

1M Juribor+
2.B60%,

25.06.2025

5 000 000,00

Maortgages,
pledge on
receivables,
pledge on

ACCOunts,

Bank guarantees

Investhank AD

22 (00 000

1%

30.11.2021

122 190

Maortgages,
pledge on
receivables,
pledge on

ACcounis.

Invesiment

Bank Pireos

Bulgaria AD

245 000

IMRIRA+3%

30.06.2021

122 500,10

Maortgages,
pledge on
tangible fixed
nssets, pledge
on receivables,
pledge on

Aceouiis.

9. Information on the loan agreements, concluded by “Trace Group Hold” PLC, its subsidiary or
parent, in their capacity of lenders, including and provision of guarantees of any kind, including to
related parties, disclosing the specific terms and conditions under cach, including the maturity and the
purpose for which such were granted

Loans, granted by subsidiaries, as of 31.12.2018

T Todorov PLC

“Trace Commeree’ 30.06.2016
LTD

“Trace Commerce” FC Vereyn SNC 10 7 | 30.06.2017 6,5 %
LTD

“Trace Serbn™ |5C I+ Dinama 25 17 | 08.10.2016 11,0 %

Vranya
“T'race — Road Assocition 10 10 | 23.08.2021 2%
Construction” |5C BBAPR

34




“IRACE GRPUP HOLD” PLC TR/ CE
Consolidated Management Report for the financial reporting 2018

10. Information on the utilisation of funds, raised from new emissions of securities, conducted within
the reporting period.

Mo new shares were emitted i 2018,

11 Ratio analysis of the achieved financial results, reflected in the Financial Statements for the
financial reporting period, and previously disclosed estimates of these results,

Mo estimates of the annual Gnancial results have been disclosed i 2018,

12. Analysis and evaluation of the financial resources management policy, stating the ability to settle
obligations, the possible threats and measures, which the issuer has taken or is about to undertake to
climinate those.

“Trace Group Hold” PLC and the companies in its Group ensure the regular collectability of their
receivables and settlement of their obligations in the course of their activity,

In order to optimise the group’s resources and to ensure financial independence, the Holding controls the
cash flows in its sruerure. When the available resources are not sufficient, the Holding ensures external Anancing
from banking institutions. The available recourses are channelled to finance the structure’s development in
accordance with the Management's strategic decisions. The Group uses resources from financial institutions o
finance part of the investments.

13, Evaluation of the feasibility of the investment intentions, indicating the amount of the available
funds and reflecting the possible changes in the funding structure of these activities,

Investment intensions of the Holding have been realized primarily through 1ts own recourses and by
using recourses from banks and leasing companies,

14. Information on the changes in the core management principles of “Trace Group Hold” PLC and
its economic group, which occurred within the reporting period.

The company continued, and 1n 2018, to apply its paolicy for centralised management of the planning
process and project execution.

In 2018, the process of restructuring the group continued in the direction of implementing the strategy of
uniting similar activities nto a single orgamizatonal system and management with a view to enhancing
compelitiveness.

A merge of “Trace Commerce” L'TD o “lnfra Commeree™ LTD hns oecurred, whereby the business was
merped into a single structural unit.

A merge of “T'ace PZP Veanje” LTD and “New Bradges” LTD o “Trace PZP Nis” |SC (subsidiaries of
“Trace Group Hold™ PLC) have occurred. The name of "Trace PZP Nig” |5C has changed to “Trace Serbia” [SC.

These entities have identical principal activities and previously functioned as autonomous organisations on
u regional bams, A single, simphfied stucrure was created by the merger. This simplified structure shall be
managed centrally, and shall allow better planning of the activity and optimal financial result. In this respeet, the
main goals of the merge are to achieve better economic resulis by:
= Optimising the construction processes and production by pooling sssets and personnel; eliminating
duplicate activities and functions;
- Ensurng a better workload of the ennry's own assers in the new swucture and achieving a positive
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financial result by mtroducing o centralised management policy;
- Improving the supply management of raw matetials and hired services by centralising the processes;
- Reducing the administrative staff and oprimising the adminstrative expenses;
= Creating a unified eash and resource management.

Branch companies have been established in Ukreaine and North Macedonia.

15. Information on the key features of the internal control system and risk management system,
implemented by “Trace Group Hold” PLC in the preparation of Financial Statements.

The process of preparing the Financial Statements of “Traee Group Hold” PLC follows several core
principles;

= Internal eontrol through the current reporting of the projects’ implementation and monthly control, and
analysis, of the realisation of the subsidiaries’ business programs;

= Problem identifieation and measures for their eluminaton;

= Identfying the risks in the execution of the business program;

= Independent financial audit;

= Financil Audit thought an Audit Commirtee;

The current financial and accounting activities of the entity are subject to perlodic control and analysis,
performed by the Management and the Management Board. The entity has an established internal finaneial control
avatem, which ensures the effective functioning of the financial reporting systems and the disclosure of
nformation; identifies the ennty’s operatonal risks and assesses their efficient management. Internal fnancial
control is executed by the “Financial Control” Division, which functions in elose interaction with the “Projects’
control and reporting” Division and the “Security and Administrative Operations” Division.  The entity has
established the practise to constantly control the projects’ implementation in accordance with the pre-approved
budget. At the same time, it conducts periodic analysis of the currenr financial results from the activities of the
entities in the Group. Monthly control and analysis is conducted on the implementation of the approved business
programs. The identified results serve as grounds for the actual valuation of the management’s efficiency and are a
base for identifying the risks.

The effectiveness of internal control and sk management processes are monitored by the Audir
Committee. The Audit Commiitee is comprised of three persons, who ate independent from the Supervisory
Board and the Management Board and have the requisite qualifications and professional experience.

In order to ensure an independent and objective evaluation of the Finaneial Statements, the annual audit
on the aetivities of “Trmee Group Hold” PLC 15 conducted by an independent Registered Auditor (CPA), in
compliance with the requirements of the Law on Independent Financial Audit. All sets of Finaneial Statements are
prepared in accordance with the Accounting Act, the International Accounting Reporting Standards and the
POSA.

16, Information on the changes in the Management and Supervisory Bodies that came in effect
during the financial reporting vear.

The entity has two-level management system. The entity is managed by Supervisory Board and
Management Boared,

The Sulmr\'imr}' Board is L‘r.unpmu:d of Prof. lel{)]l‘l}' ]\.ﬁhn}'lnv, PhiD (I-Zq:un), I)ipl_ l'{ng_l Aead. Anton
Donchev and Manol Denev.

The Management Board is comprised of Dessislava Lubenova, Boyan Delchev and Rositan Dineva —
Georgieva.

On 09.10.2018 Miroslay Manolov was dismissed as 2 member of the Management Board and Dessislava
Lubenova was elected in his place.
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Dessislava Lubenova, PhD, 18 a Chairman of the Management Board of “Trace Group Hold” Ple and
Executive Director of “Trace for people” Foundation. She has acquired a Master's degrees n: “Economics and
Human Resourees Management” and in “Theory and Methadology of Mass Information” from the University of
National and World Economy: and in “Public Health and Health Management™ from Medical University, Sofin.

She has defended her PhD thesis in Social Medicine and organization of healthcare and pharmacy at
Medical University, Sofia, Her professional career bepan in 1991 as a consultant, partner and manager of one of
the first consultancy companies in Bulgaria; she was a founder and executive director of one of the first registered
privatization funds m Bulgana, later transformed into an investment company. From 1996 tw 2006 she was
executive director of Holding Roads Ple - the biggest infrastructure company at that time, which wag a holding
comprised of 12 subsidiaries, Dessislava Lubenova was 0 member of the Board of directors in a number of road
construction and industrial companics such as Moststroy-Engineering EAD — Sofia, Road Construction
Equipment Jsc = Sofin, Burgnspatstroy Jsc = Burgas, Trace Sofia [sc, etc.

She was awarded Evrika Foundation Young Manager Award for 2001,

17. Information on the amount of the remuneration, rewards and / or benefits, paid by “Trace Group
Hold” PLC and its subsidiaries, to every member of the Management and Supervisory Bodies during the
financial reporting year,

Supervisory Board 1 663 1
Management Board 1201 4
i8. Information on the held by the members of the Management and Supervisory Bodies,

Procurators and Senior Management shares of the issuer, including the shares held by each of them
individually and as a percentage of the shares of each class, as well as the granted by the issuer options
on the securitics = type and amount of securitics on which the options are established, the price of
exercising the options, purchase price, if any, and the options® term.

Information under this point is disclosed in the “Information on the members of the Management
Bodies™ Section of this Report,
The entity has not granted any option on shares,

19. Information on the agreements that have come to the entity’s knowledge (including and those
after the end of the financial year), as a result of which changes may oceur, in future periods, in the

relative portion of the shares or bonds, held by the current sharcholders and bondholders,

The entity is not aware of any agreements as a result of which changes may occur in the relative number
of share or bonds, held by the current sharcholders and hondholders,
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20. Information on pending judicial, administrative or arbitral proceedings, concerning the
receivables or liabilities of the issuer, of at least 10 per cent of its equity; information on each proceeding
shall be presented separately if the wtal amount of the issuer's receivables or Habilities under all
proceedings, exceed 10 per cent of its equity.

There is litigation between Prague Airport, Ruzyne and “Trace Group Hold” PLC as a participant in
“Prague Alrport 2013 eonsortium, Subjeet - elaim for payment of eonttactual penalty under contmet for
execution of project: "Extension of WWIT + WWITP South - Ruzyne Aigport”. A sitting of the court has not
been condueted yet.

2L Information on the Investor Relations Expert, including the telephone number and mailing
address.
[vana Todorova Moutafova

Tel. +359 2 / B0 66 697; e-mail: imutafova@ mcebg.com
12, *Nikela Obrazopisov” Str,, 1408, Sofia

22, Changes in the price of the entity’s share

Guapl: of movement of pace and quantities of "Trace Group Held”
PLC shaies for the penod fiom 08.01.2018, 10 28122018,
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The shares of “Trace Group Hold” PLC are traded on the Bulgarian Stock Exchange (BSE) - Sofia |SC,
segment “Standard™.

XL Information under Appendix 11, Decree Ne2 of the Financial Supervision Commission (FSC)
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1. Capital structure of the entity, including sccurities that have not been allowed for trading on the
regulated market in the Republic of Bulgaria, or in another member state, disclosing the different
clusses of shares, the rights and obligations relating to each share class, and the portion of the
total capital that each separate share class forms.

The capital of *“Trace Group Hold” PLC amounts to BGN 24 200 000, distributed among 24 200 000
ardinary, non-bearer shares ax at 31.12.2018, our of which 24 195 185 are voting shares, while 4 815 shares do not

provide votng rights.

In accordance with the Sharcholders’ book as at 31,12.2018, issued by the Central Depositary PLC,
the capital structure of “Trace Group Hold” PLC is as follows:

ﬁl'p_iﬁl No, of shares | Nominal Type of Number of Regulated market on |
/BGN/ value (BGN) shares traded shares which the shares are
traded
24 200 000 24 2!I'l(l 060 1 Ordinary, 24 200 000 Bulgm‘inn Stock
non-bearer Exchange PLEC - Sofia
Sepment Standarid
Sharcholder” 8 nume Holds number of shares Owns %
At the  datgAr  the  datgAt  the  datedt  the  date]
31.12.2018 31.12.2017 31.12.2018 31.12.2017
Nikolay Mihayloy 16 205 831 16 205 831 60,97 66,97
“Galini — N" LTD 2 178 000 2 178 000 9,00 0,00
Trace Group Hold PLC - redeemed {815 2 200 0,02 1,01
tl.'t‘ll&llt'}‘ shores
Other Physieal and Legal entities 5 811 354 5 R13 969 24,01 b4,02

All shares of the entity are of ane class and each share is entitled to one voting right at the General
Meeting of Sharcholders, with the exception of the redeemed trensury shares. Fach share entitles the sharcholder
to dividends and to lquidation shares, proportionate of the nominal value of the share. The whole emission of
24 200 000 shares, 1ssued by the entity, is subscribed for trading at the Bulgarian Stock Exchange (BSE) - Sofia
PLC, segment “Standard”, "Trace Group Hold™ PLC has not issued any other securities, which were not allowed
for tading at a regulated market in the Republic of Bulgaria or in another member state.

2. Restrictions on the transfer of sccurities, such as limitations on the ownership of securities or
requirements for receiving approval from the entity or another sharcholder.

All shares of the ennty are teansferred freely, with no restrictions, in compliance with the provisions of the

in-force Bulgarian legislation, No approval by the entity or by another sharcholder s required in order to purchase
and hald shares of “T'race Group Hold” PLC,
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3. Information on the direct and indirect ownership of 5 percent, or more, of the voting rights at the
General Meeting of Sharcholders, including information on the shareholders, the amount of their interest

and the method, under which the shares are held,

The following persons hald more than 5% of the shares of “Trace Group Hold” PLC ax at 31,12,2018:

Sharcholde Holds
¢ a6 at the Name / Sharcholder’ 8 name Owns % number of
date shares
31122018 | Nikolay Ganchey Mihayloy 66.97 16 205 831
“Cralim — N7 ITEP registered  under company  file No ==
15261/2006 at the Sofia city court, domiciled and registered
address:  No 12, "Nikola Obrazopisov” Sir, Lozenets
31.12.2018 Residennal Diswct, 1408, Sofin 9,00 2 178 000

4. Information on sharcholders with special control rights and disclosure of such rights.
“I'race Group Hold” PLC does not have shareholders with special control rights.

5. The control system, effecting when exercising the right to vote, in the cases when the entity’s
personnel are also and its (the entity’s) sharcholders and when conwol is not directly exercised by those
employees,

All sharcholders, who are also employees of the entity, exercise direct conirol over their shares.

6. Limitations on the voting rights, such as limitations on the voting rights of sharcholders with a
specific percentage or specific number of shares, deadlines for exercising the voting rights or systems
under which, in cooperation with the entity, the financial rights related to the shares are separated from
the share ownership,

There are no limitations on the voting rights of the sharehaolders of “Trice Group Hold” PLC. The right
to vote at the General Meeting of Shareholders ean be exercised personally or through a proxy, from all persons,
who have purchased their shares and who are subscribed in the Shareholders” book, the latest in a 14 days peniod
prior to the date of the Meeting, The representatives must possess proxy letter, prepared in compliance with the
tequirements of the Public Offering of Securities Act (POSA). A template of the proxy letter is published, as part
of the documentation of the General Meeting. In conformance with the statutory notices for disclosure of
mterests, the Management Board monitors for cases where a sharehaolder has acquired aver ' or aver 2/3 of the
shares of “Trace Group Hold"” PLC, and consequently has not pliced a commercial offer, nor has he/ she sold his
/ her shares in the 14 days period, following their purchase. The names of such shareholders shall be disclosed
explicitly to the Quorum Commission in order for them to be restrieted from participation at the General Meeting
of Sharcholders, and consequently by their vores (voung rights) to be regarded ns decisions to the clear detriment
of the entity,

7. Agreements, signed by and between the shareholders, which have come to the entity’s knowledge
and which can result in limitations on the transfer of shares or the vorting rights.
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The entity is not aware of any agreements, signed by and between the shareholders, which could result in
limitations on the transfer of share or the voting rights,

8. Provisions on the appointment and dismissal of members of the entity’s Management Bodies, and
on amendments and additions to the Articles of Incorporation.

The provisions for the appointment and dismissal of the Management Bodies are set in the Articles of
Incorporation of “Trace Group Hald” PLC, adopted by the General Meeting of Shareholders on 13.01.2017,

The Supervisory Board is elected and dismissed by the General meeting of Shareholders, for a term of 3
year, with the exception of the first elected SB, which has a mandate of 3 years,

The Management Board is elected by the Supervisory Board for a term of up to 5 vears and can be
dismissed by the Supervisary Board at any time,

9. The authorities of the entity’s Management Bodies, including the right to take decisions for the
issue and / or redemption of entity’ shares,

General Mecting

The General Meeting of Shareholders decides on matters, which are within its competence that is
regulated under the entity's Artieles of Ineorporation and conforming to the requirements of the Commercial Act.

Decisions regarding amendments and additions to the Articles of Incorporation, increase and decrease in
the capital, restructuring and reemination of the entity, and appointment of a Supervisory Board are tken with a
2/3 majonty of the presented capital. All other decisions are taken with ordinary majority of the presented shares,

The decision to redeem treasury sharves is taken by the General Meeting of Sharcholders, with a 2/3
majority of the presented capital. The Management Board performs the share redemption based on the decision of
the General Mecting of Shareholders.

Management Board

The Management Board of “Teace Group Hold” PLC manages the Entity independently and
responsibility in accordance with the established vision, objectives, strategics of the entity and the interests of the
slareholders,

The Management Board of "Trace Group Hold” PLC adheres to the legal, regulatory and contractual
obligations of the entity, in accordance with the adopted Articles of Incorporation and the adopted Rules of
Procedure of the Management Board.

The Management Board of “Trace Group Hold” PLC coordinates its activities with the Supervisory
Board, when sueh activities are related with the Entity's business plan, the transactions of significant nature, as well
s other activiies, set in the ennty’s Articles of Incorporation.

The Management Board manages the enutty’s eurrent actvity. After the prior approval of the SB, the
Management Board assigns the functions of the Entity’s representation to one or more of ite members -
Executive Directors, who act tagether or separately.

The Management Board reports on its activities to the Supervisory Board.

Supervisory Board
The Supervisory Board appoints and controls the Management Board of the company.
The Supervisory Board establishes and conwols the company's strategic guidelines for development,

provides guidance in defining the vision and contrals their performance.

The Supervisory Board controls the observanee of the laws and the rules that are part of the company's
statutes,
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The Supervisory Board has the eight to increase the eapital of the company up to twenty times by issuing
new shates for 5 years from the company's establishment.

The Supervisory Board shall be convened at regular meetings at least every three months by its Chairman,
at the initatve of any of its members or by the Management Board,

10. Significant contracts, signed by the entity, which come in effect, are modified or are terminated as a

result of a change in the entity’s control in executing statutory commercial offerings, and the
consequences of those, with the exception of the cases when the disclosure of such information may
result in significant losses to the entity; exceptions to the preceding sentence are not allowed in cases
where the entity is obliged by the Law to disclose such information.

Commercial offerings have not been registered, nor does the enuty have any significant contracts that
come in effect, are modified, or are terminated due to changes in the entity’s control in executing statatory
commercial offerings

11. Agreements, signed by and between the entity and its Management Bodies, or its employees, to pay
redundancy or dismissal compensations when there are no legal grounds for such a redundancy or
dismissal, or upon the termination of the employment for reasons related to tender offering.

Mo agreements have been sipned by and between "Trace Group Hold” PLC and the members of the MB
and 5B, and the entity’s personnel, with regards to redundancy or dismissal compensations, payable when there are
no legal prounds for such a redundancy 15mi
related to tender offering,

Dipl, Eng. Boyan Delches
Executive direcior
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CONSOLIDATED STATEMENT
ON CORPORATE GOVERNANCE
IN ACCORDANCE WITH ARTICLE 100 N, PARAGRAPH 8 OF POSA

TR/ \CE

“Trace Group Hold” PLC believes that the improvement of the quality of corporate governance of
entities is one of the main condinons for increasing the competitiveness of Bulgarian companies and
attracting foreign capital. Targeting to inerease the eonfidence of national and international investors, and
of the general public as a whole, the Management of “Trace Group Hold” PLC declared readiness to

implement the fundamental generally accepted prnciples of corporate governance.

“Trace Group Hold” PLC is part of a group of entities within the meaning of paragraph 1, item 2 of the
Additional Provisions of the Accountancy Act and the entity is a parent company, directly holding more

than 50% of the shares in the General Meeting of its subsidiaries,

Ar 31.12.2018, “Trace Group Hold” PLC holds, directly, interests in the capital of the following
subsidiaries, part of its economie group:

ENTITY

PRINCIPAL ACTIVITY

Trace Group Hold PLC

SHARE IN
CAPITAL

Acquisiion, management, valuation and sale of interests in
Bulgaran and foreign entities; building and construction works;
project and site management in the felds of high-rige, road and
ralway constructon,

Parent company
- consolidating

Trace Sofa L'TD

Construction, reconstruction, rehabilitaton and maintenance of
subways  (metro), rulway infrastructure and  construction of
facilines; construction of public infrastructure and planning, and
imprm*mg' the samtation of residennal afens; execunon ufl: rojecls,
related to energy efficiency improvement.

100%

Trice Rond Constructnon

15C

Rehabilitnnon, reconstructon, construction and maintenance of
roads, highways, airports and urban nfrastructure projects and
sites, constructon of water nllppi}' and sewernpe systems, water
treatment p]:mt:i, cImergency and rehalulitanon works in the event
of industrial aceidents or natural disasters, construction and
muntenance of civil and military arrports

99,86
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Construction of roads and facilivies, repairs and maintenance of
specialised constructon equipment and maintenance of the water

Trace Serbia AD (JSC) supply and sewerage sector, including gas distibution and water 1
supply networks, WWTP, integrated water cycles, solid waste
freatment plnn[n, landfills, public services.

Construction and maintenance of roads, highways and road
Trace Yambol |5C facilities, construction of public nfrastructure and planning, and  0,9948
Hmproving the sunitation of residential nrens

Management  of construction  mechanisation, repairs  and

USM ]SC :
i munienance W".lrkﬂ

0,9969

Domestic and  foreign  trade  activity;  representation  and
Infra Commerce LT mtermediation of Bulganan and foreign persons; trade with  100%
products and materials used in construction; logistics

Trace International LT Internanonal acuvity, mternational project management 100%%

Trace Properties LTD Real estate management 100%%

Construction, current repairs and maintenance of toads, urban and
Trace SOP LTD municipal networks and the adjacent infrastructures, maintenance  100%%
of roads and road faeilites,

Construction, cutrent repairs and mantenance of roads, urban and
Metro Druzhba LT municipal networks and the adjacent infrastructures, maintenance  100%
of roads and road faeilines.

Acquisition, management, valuation and sale of interests in
Bulganan and foreign entnes; investor control over commercinl

Trace Ukraine LTD R . : ’ 1000
and residential canstruction projects and sites, trade representation
and mtermedianon

i i Current repairs and mai § 1

Frace Plovdiv LD epurs and mantenance of mads, urban and munieipal 100%
networks and the adjaeent infraxtructure

Trace Trans LTD Transport actvity; Repairs and mantenance of transport vehicles  100%

The entities of the Group of “Trace Group Hold” PLC are not i:ml:lj:: entities and they do not
prepare a Statement on Corporate Governance, The entities adhere to the practices and policies, adopted
by the Group.
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L. Information, disclosed pursuant to Article 100 o, paragraph 8, item 1 of the Public Offering of
Securities Act (POSA)

“Trace Group Hold” PLC adheres to the regulations of the Nadonal Corporate Governance Code,
adopted by the National Corporate Governance Commission and approved as a Corporate Governance
Code pursuant to Artiele 100 n, paragraph 7 (1) in eonjunction with patagraph 8 (1) of the Public Offering
of Securities Act (POSA) with Deeision No. 461-CCU of the Deputy Chairman of the FSC — Head of
the “Investment Activity Supervision” Division, dated 30.06.2016.

I1. Information, disclosed pursuant to Article 100 n, paragraph 8, item 2 of POSA

The Chairman of the Supervisory Board is not an independent member, in so far as he owng 66.97% of
the entity’s capital. Nevertheless, the structure of the Supervisory Board is in conformity with the
requiremnents of Article 116 a, paragraph 2 of POSA.

There 15 no himitation on the number of consecutive mandates of the independent members of the SB.

The entity’s Articles of Incorporaton do not specify the number of entities in which the members of the
Supervisory Board may hold managerial positons as it is considered inappropriate to limit the rghts of
the persons concerned. The entity relies on the conscientious and responsible behaviour of the
Supervisory Board; behaviour that 1s consistent with the prineiples of pmﬁ:aairm;d ethies and l:;:y;ult}r.

“Trace Group Hold” PLC applies the rottion principle in the appointment of external auditors. As of
June 2017, the audinng company " Zaharinova Nexia” L'TD is appointed as external auditor of the entity.
The audinng company “HLB Bulgana™ LTI was external auditor of the entity in the previous three years.

There is no internal controller appointed in the entity. Internal financial control is performed by the
"Financial Control & Analysis” Manager, who together with the “Projeet Conttol and Reporting”
Division and the “Secunty and Administranve Activities” Division identifies the main risks to the entity’s
activity and proposes measures for their prevennon,

The annual and interun reports are prepared with the participation and under the supervision of those
charged with corporate governance, without this betng formalised as internal rules.

The entity aims at maintaining an English-language version of its website, identical to the one in Bulgaran,

Adhering to the laws, the entity presents non-financial information as unregulated information, “Trace
Group Haold” PLC founded the “Trace for People” Foundaton — traceforpeople.com ~ in 2015, The
entity executes its social activities through the Foundation. A Social Responsibility Report, part of the
Annual Management Report, is being prepared cach year,
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The entity has not developed rules to account the interests of stakeholders, but actions are taken to
address all issues that affect them. The procedure for exchanging information with stakeholders is
regulated by the Integrated Quality Management System.

I11. Information, disclosed pursuant to Article 100 n, paragraph 8, item 3 of POSA:

"Trace Group Haold” PLC has an internal control system that ensures the effective functioning of the
reporting and disclosure systems. The internal control system is being designed and operates to idennify
and the risks, inherent 1n the Enury’s activity, and to assist their effective management.

“Trace Group Hold” PLC has adopted and applies rules and procedures, regulating the effective
aperation of the Entity’s reporting and disclosure systems. The different types of information, prepared
and disclosed by the Enury, the processes of internal business document flow, the different levels of
access of the responsible persons to the types of information and the deadlines for processing and
managing information flows are deseribed in the manuals,

T'he entiry's Management strives to develop active risk management by introducing a risk management
system and by focusing its efforts on the system’s improvement in accordance with the best internanonal
practices, The risk management system defines the authorires and responsibiliies of the structural unirs
in the entity, the organisation and the order of interaction in risk management, analysis and assessment
of risk related information, and perodic risk management reporting. The Heads of Directorates and
Heads of Divisions engage in risk management. The established risk management system ensures the
effective implementation of intetnal eontrol in the preparation and processing of all corporate documents,
mcluding the financial srarements and other regulated information thar the Entity is required to disclose
under the statutory regulations,

In order to facilitate the prompt and well-informed decision making and to ensure that such decisions are
taken at the nght nme, the ennty imtated the development of an integrated resources management and
planning software. The system shall cover all departments and units, and the process taking place in those,
and shall be gradually implemented in all enndes of the group.

The nsk management policy is implemented in an integrated manner and in accordance with all other
policies and principles, regulated in the internal acts of “Trace Group Hold” PLC. A description of the
main types of nsks, inherent to the acnvity of *Trace Group Hald” PLC, 15 disclosed in the annual and
interim management reports,
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IV. Information, disclosed pursuant to Article 10, paragraph 1, items “¢”, “d”, “f”, “h"” and *”
of Directive 2004/25/ED of the European Parliament and the European Commission, dated
21 April 2004, on takeover bids, in accordance with the provisions of Article 100 n, paragraph
B, item 4 of POSA

The interests of “Tmee Grroup Haold" PLC in the capital of other commercial ennnes are deseribed in
detail hereabove,

“Trace Group Hold” PLC does not have any shares, providing special control rights.

There are no restrictions on voting rights, such as restrictions on the voting rights of holders of a certain
percentage or number of votes, deadlines to exercise voting rights or systems by which, in cooperation
with the entity, the financial rights granted to secunines, are separated from the ownership of the securities
with regards ro the shares issued by “Trace Group Hold" PLC,

The rules for the election of members of the Supervisory Board of “Trace Group Hold” PLC are regulated
in the ennty’s Articles of Incorporation. In accordance with Article 15, paragraph 1 of the Articles of
Incorporation of “Trace Group Haold” PLC, members are elecred by the General Meeting of
Sharcholders, The requirements for those, proposed as members, are disclosed under Article 15,

paragraph 2 — 6.

In accordance with Article 17, paragraph 1, the members of the Managing Board are elected by the
Supervisory Board. The requirements for those are also disclosed under the same Arncle.

The authorities of the members of the Supervisory and Managing Boards of “Trace Group Hold” PLC
are specified in Article 15, paragraph 8, Article 16, Arnicle 17 and Article 18 of the entity’s Articles of
Incorporaton. In accordanece with the provisions of Article 187 b of the CA and Artele 111 of POSA,
the rights to 1ssuc or repurchase shares fall within the competence of the General Meering of Sharcholders,

Pussuant to Article 5, paragraph 4 of the Articles of Incorporation, the entity may also issue preference
shares, with the exception of such granting the right to more than one vote or additional dividends, or
the right to an addiional hguidanon share,

V. Information, disclosed pursuant to Article 100 n, paragraph 8, item 5 of POSA
MANAGING BOARD

1. Funcuions and duties
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11. The Managing Board of *T'race Group Hold” PLC manages the Entiry in an im.lnpuﬂdum

and responsible manner in compliance with the established vision, objectives and strategies of the entity,
and the interests of the sharcholders.

1.2, The members of the Managing Board shall guarantee their management at the amount,
determined by the General Meeting of Shareholders as the equivalent of their quarterly gross
remuneration .

1.3. The Managing Board of “T'race Group Hold™ PLC has established and follows the risk
policy of the Entity. The risk management and internal audit systems are designed and function under the
supervision of the Managing Board,

14. The Managing Board of “Trce Group Hold" PLT adheres to the statutory, regulatory
and contractual oblipations of the Lintty in compliance with the adopred Arncles of Incorporation and
Rules of Procedure of the MB.

L.5. The finaneial - information system of the Entity is established and operates under the
contral of the Managing Board and in compliance with the guidelines, provided by the Supervisory Board.

1.6. The Managing Board of “Trace Group Hold” PLC eoordinates it actions with the
Supervisory Board swhen such are associated with the Entity's business plan, the transactions of substantial
nature, as well as other activities, supulated in its statutes,

1.7. The Managing Board has defined the policy of information disclosure and investor
relations of the Entty, and monitors for compliance with it. The Board provides sharcholders with the
required information in the ime frames and formar, supulated in the Entry's statures.

L8. During their mandate, the members of the Managing Board are guided by the generally
accepted principles of integrity and manageral, and prufcsuinn;ﬂ competence. The Managing Board
adheres to the Code of Ethics that has been amended in February 2019,

1.9. The Managing Board reports on its activities to the Supervisory Board.
2. Election and dismissal of members of the Managing Board

2.1 The Supervisory Board elects and dismisses the members of the Managing Board in
accordance with the lnw and the Entity's statutes, as well as in compliance with the principles of contnuity
and sustainability of the work of the Managing Board.

2.2, The management contracts, concluded with the members of the M“"“H{“H Board,
determine their duties and tasks, the criteria for the amount of their remuneration, their loyalty obligatons
to the Fintity and the grounds for their dismissal.

3. Swucture and competence
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il The number of members and structure of the Managing Board are defined in the Arnicles
of [ncorporanon of “Trace Group Hold” PLC,

3.2 The competences, rights and obligations of the membets of the Managing Board follow
the statutory requirements, the statutes and the operational rules of “Trace Group Hald™ PLC, and the
standards on good professional and managerial practice,

3.3 The members of the Managing Board of "Trace Group Hold” PLC have the appropriate
knowledge and experience, requisite for the position that they hold

The Chairman ol the Managing Board — Desislava Lyubenova — is awarded a Master's
chﬂm in “Feonomics and Human Resouree Management™ and "'”'u.'nrj.' aruld Me:lhtuhﬂum' of muass
information” by the University of National and World Economy. She has vast professional experience in
financing activities and invesments, as well as in corporate management. She has been Execunive Director
of an infrastructure company — a holding structure of 12 entities; she has been involved in the
management of a number of road construction companies as a member of the BoD,

Eng. Boyan Delchev is Deputy Chairman and Executive Director. He has been awarded a
Master's Degree in “Engineening / Construction of buildings and planes™, He 15 one of the prominent
project managers of “T'race Group Hold” PLC in the fields of subway (metro) and railway construction.
Sections of the Sofia Metro and the adjacent metro stations have been built under his management. He
has been involved in the management of the construction works on the rehabilitation of the railway line
Plovdiv — Bourgas. He has been Executive Ditector of one of the largest entities of “Trace Group Hold”
PLC —“Trace Sofia” LTD. Eng, Delchev has been honoured by the Sofin Municipality with a plaque for
his contribution to the construction of the Sofia Metro, He has also wan and the most prestigious award
of “T'race Group Hold” PLC — “Builder of the Year 2012,

Rositsa Dineva — Georgleva, member of the Managing Board, 15 also the Finaneial Director of
*Trace Group lHold” PLC. She 15 awarded a Master's Degree in “Analysis and control of corporare
actvity”, As an employee of the holding’s structure, she has acquired professional expenence by being
first appointed as an accountant, then pmmrlted to Chief Accountant and finally to Financial Director,
She has been involved in the management of a number of subsidiaries, as a member of their BoDD, and is
curtently Chairman of the BoD of “T'race Sofia™ LTD,

3.4, After their election, the new members of the Managing Board get acquainted with the
main legal and financial issues, related with the Entirty's actvites,

35, The entity’s Articles of Incorporation do not limit the number of ennties in which
members of the Managing Board may hold managenal positons, but their appointment falls within the
competences (control) of the Supervisory Board and is consistent with their dutes as members of the

MEB,
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3.6. The Managing Board shall ensure a proper distribution of the tasks and dures among its
members, The task and duties are regulated by Rules of Procedure, adopred by the MB.

4. Remuneration

4.1 The amount and structure of the remunerations of the members of the Managing Board
of “Trace Group Hold” PLC are regulared in the management contracts. The management contracts are
compiled in accordance with the Remuneration Poliey, adopted by the General Meetng of the Entity,

4.2. In accordance with the starutory requirements and the pood corporate governance
practice, the amount and struerure of the remuneration of the members of the Managing Board of *
Group Hold" PLC ke into account:

I'race

4.2.1.The dutes and the contribution of each member of the Managing Board and the
results achieved by the Entity;

4.2.2.The ability to select and retain qualified and loyal members of the Managing Board;

4.2.3.The need to reconcile the interests of the members of the Managing Board with the
long-term interests of the Entty,

4.3. The temuneration of the members of the Managing Board also ineludes a variable
component that is linked to the finaneial result of the l:‘,utiry;

4.4, It accordance with the mlnpmd Remuneration pnlicy for the Managing Board, the ennty
may provide shares, options on shares and other appropriate financial instruments as additional
remuneration to members of the Managing Board.

4.5, The statutes n:guliltr.' the pmccdurc for provision and use of additional incentives to the
members of the Managing Board,

4.6, The disclosure of information about the remuneranon of the members of the Managing
Board of “Trace Group Hold” PLC is presented in the annual report of the Entity, in accordance with
the legal norms and the Entty's statutes. Sharcholders have easy access to informaton about
remunerations. “Trace Group Hold” PLC publishes its annual report on the X3News web portal and on
it2 websire, in the "For Shareholders” secton, “Financial Informaton” sub-section.

5.  Conflict of interests

5.1. The members of the Managing Board avoid and prevenr actual or potental eonflict of
interest,

5.2. The procedures to avoid and idennfy any conflicts of interest are regulated by the Code
of 1thics.
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5.3 The members of the Managing Board shall immediately disclose conflicts of interest and

ensure sharcholders with access to information on tansactions between the Entity and the members of
the Managing Bourd, or with the persons affiliated with it.

5.4, Every conflict of interest shall be reported to the Supervisory Board.

SUPERVISORY BOARD

1. Functions and duties

1.1. The Supervizory Board appoints and controls the Managing Board of the entity;

1.2. The Supervisory Board establishes and eontrols the stategie puidelines for the entity's
development, it provides guidelines in determining the vision and monitors their implementation;

1.3, The Supervisory Board provides guidelines to the Managing Board for the design of the risk
management systermn, including the internal control and internal audit, the financial - informanon
system, and monitors their operations;

L4, The Supervisory Board monitors for adherence with the laws and rules, defined in the Entity’s
Articles of Incorporation;

1.5, The Supervisory Bourd treats equally all sharehalders and aets to protect their interest,

1.6, In accordance with the Arncles of Incorporation of “Trace Group Hold” PLC, the members of
the Supervisory Board can be re-elected for unlimited mandates. The number of consecutive
mandates of the members of Supervisory Board ensures the Entity's effective work and
adherence with the sttutory requirements,

Election and dismissal of members of the Supervisory Board

2.1. The members of the Supervisory Board are elected and dismissed by the General Meeting of the
Sharcholders in accordance with the statutory  requirements, the Fnrty’s  Articles of
Incorporation, and the principles for continuity and sustainability of the Supervisory Board's
work;

2.2, With regards to remunerations — the Supervisory Board follows a policy to guarantee the effective
management of the entry and in the interest of the entity;

Structure and competence

3.1. The composition of the Supervisory Board, elected by the General Meeting of Sharcholders,
guarantees the independence and impartiality of the assessments and actions of its members with
regards to the Entity's operations.

3.2, The structure of the Supervisory Board complies with Artiele 116 (a), parmgraph 2 of POSA and
the number, and skills of the independent members, and guarantees the shareholders’ interests.
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4.

3.3, The Chairman of the Supervisory Board is not an independent member, in 2o Fir as he owns
66,97% of the entity’s capital. Nevertheless, the structure of the Supervisory Board is in
conformity with the requirements of Article 116 a, paragraph 2 of POSA.

34, The members of the Supervisory Board of “Trace Group Hold” PLC are elected through a
transparent procedure that ensures, among all others, dmely and sufficient information with
regards to the personal and professional qualities of the member candidates,

Remuneration
4.1. The remunerations of the members of the Supervisory Board, determined by the GMS, is in line
with their obligatons and is not tied to the operanonal results of the Entiry,

4.2, The remuneranon of the independent members of the Supervisory Board 18 permanent and it is
not related (linked) with their participation in meetings, the execution of their tasks to monitor
the activities of the Managing Board and their effective involvement in the Entity's activity. The
rules for the payment of remunerations are regulated by the Policy, adopted by the GM;

4.3. The members of the Supervisory Board do not receive addifional remuneration in the form of
shares,

.
=

Informaton on the remuneration of the members of the Supervisory Board of “Trace Group
Hold” PLC is disclosed in the annual report of the Enrty, in accordance with the legal norms
and the Enfity's stattes. Shareholders have easy access to informanon abour remunerations.
“Trace Group Hold” PLC publishes its annual report on the X3News web pnrtn[ and an s
website, in the “TFor Sharcholders” section, “Financial Information” sub-section.

Conflict of interests

5.1. The members of the Supervisory Board avoid and prevent actual or potential conflict of interest.
The [-‘lft'll.'-l:'l.'ll.l-t'c'ﬁ ti3 avoid conflicts of interest are regulated by the Code of Ethics;

52. The members of the Supervisory Board shall disclose conflicts of interest and ensure
shareholders with aceess o information on transactions between the Entity and the members of
the Supervisory Board or the affilated with them persons,

6. Committees

6.1, An Audit Committee, elected in compliance with statutory requirements, 12 operating in

the Ennty, The Audit Committee consists of three people and assists the Managing Bodies in performing

their control functions and in the risk identficanon system,

0.2, The structure, engagements and work organisanon of the Audit Committee are regulated

by the Audit Commuttee's Rules of Procedure, approved by the GMS.

6.3. The "Financial Committee” 15 a subsidiary body of the Supervisory Board that is defined

in accordance with an internal regulatory act. The “Financial Committee” takes decisions on all financial

10
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matters concerning the entity, and its subsicharies, and on all current issues that are of significant

importance to the entities,

GENERAL MEETING OF SHAREHOLDERS

I Organising and holding a General Meeting

2,

1.1.

1.2.

1.3.

1.4.

1.5

1.6.

1.7.

All shareholders of “Trace Group Hold” PLC are entitled to participate in the General Meeting
of Shareholders and to express their opinion,

Shareholders, entitled to vote, have the apportunity to exercise their vorng rights at the General
Meeting of the Entity and through representatives,

The corporate management of “Trace Group Hold™ PLC pu:'rfurmﬂ effective control, creating
the necessary organisation for the voting of the authorised persons in accordance with the
instructions of the shareholders or in the ways authonsed by the law.

The corporate management of “T'race Group Hold"” PLC has prepared rules for the organisaton
and conduct of the regular and extraordinary General meetings of the sharcholders of the Entity.
These rules ensure equal treatment of all sharcholders and the rght of each sharcholder to
express his / her opinions on the items on the agenda of the General Meeting,

The corporate management of “Trace Group Hold"” PLC organises the procedures and order for
holding the General Meeting of Shareholders in a way that does not make the voting unnecessary
0f expensive,

The corporate management of “Trace Group Hold” PLC encourapes the participation of
shareholders in the General Meeting of Sharcholders, including and by ensuring the option of
remote presence through technical means (including the Internet) where this is possible, and
necessary, and does not contradict to item 2.1.4. of the National Corporate Governance Code,
and when a regulation for such is established and there is a reliable and secure technical opion
for such.

The members of the corporate management of “Trace Group Hold” PLC parneipate in the
general meetings of the shareholders of the Entity, unless they are exigently hindered.

Materials for the General Meeting of Sharcholders

2.1,

The texts in the wrirten matenals, prepared by “Trace Group Hold” PLC and related to the
agenda of the General Meeting, are specific and clear, and do not mislead sharcholders, All
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proposals for major corporate events are presented as separate items on the agenda of the
General Meeting, including proposals for profit distribution.

2.2, “T'race Group Hold” PLC mamntains a special section on its website related to the shareholders’
rights and their participation in the General Meeting of Shareholders,

2.3. The corporate management of “Trace Group Hold” PLC assists the shareholders, authonsed by
court decisions, to include addifional issues on the agenda of the General Meeting,

2.4. The corporate management of “Trace Group Hold” PLC guarantees the right of shareholders to
be informed abour the decisions taken ar the General Meeting of Shareholders.

VI Information, disclosed pursuant to Article 100 n, paragraph 8, item 6 of POSA

*“I'race Group Hold” PLC applies an diversity policy with regards to the age, gender, educanon and
professional experience of the administrative, management and supervisory bodies of the entty, The
members of the Managing and Supervisory Boards are elected, without discrimination, based on their
personal and professional qualities,

Any discrimination, regardless of the reasons for such, is incompatble with the Entry's tradinons in
ensuring a decent workplace and integrity at work,

The main objectives in implementing the equality and diversity policy are:

- Recruting people with diversified abilities and a wide range of professional skills. In order for
innovative and creative decisions to be taken, it s important that the managers and personnel are
themselves innovative and creative, In an ever more compefitive environment, innovation 15 a
prerequisite for inereasing effectiveness and finding new market niches.

< Improving the entity’s reputation and overall performance vis-i-vis sharcholders and the general

public;
< Promoung motvation of ethno-cultural diversity and difference between people;
- Addressing the shormge of highly qualified l'.ur:rsmm:']

The diversity policy ensures diversity in the members of the management bodies, which in rurn
vouches for a reliable management and eontrol system — a key element of good corporate governance.

The composition of the managing bodies 15 in line with the specificity and scope of the ennry’s
activity, and ensures a high level of joint expertise,

12
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The members of the Supervisory and Managing Boards of “T'race Group Hold” PLC have vast
professional experience, acquired from previously held positions and projects executed in compliance
with their personal competences, in which they have demonstrated great managerial skills, high
prafessional and moral qualities. Their professional skills are acquired and enriched through educations,
trainings and qualifications.

The Supervisory Board consists of three members,

Prof. Dean Eng. Nikolay Mihaylov is Chairman of the Supervisory Board of “Trace Group
Hold" PLC and Head of the “Roads” Department in the Faculty of Transportation Engineening ar the
University of Architecture, Civil Engineering and Geodesy — Sofia. He is awarded an educational and
Daoctor of Philosophy degree with a dissertation on “Economic efficiency of the capital investments in
road construction.” He has a Management specialisation at the Economic University = Varna and the
Austrian Economic Chamber, He is a lecturer in the University of Architecture, Civil Engineering and
Geodesy — Sofia. Prof. Prof. Mihaylov defended a PhD, Economic Sciences dissertation, entitled
“Corporate governance as a driving force for improving the entity’s performance of the enterprise”, at
the Institute of Economic Research at BAS in 2016, Prof, Mihaylov is the Chairman of the Bulgarian
Forum of Transport Infrastructure, He is a member of the Managing Board of the Bulgarian Construction
Chamber. He is a co-chaitman of the “Investment and Infrastructure Projects” Commirttee ar the
Confederanon of Employers and Industrialists in Bulgaria. He is chairman of the Managing Board of
“Trace for People” Foundaton, a member of the Managing Board of the “Burov” Foundation and a
member of the Board of Trustees of NATIFA “IKrastyo Sarafov™ at the Thracian University, Stara Zagora,
He has won the “Burov” award for industral management in 2010, He is awarded with the “Engineer of
the Year — 2012" prize of the Association of Road Engineers and Consultants | In 2015, Prof. Mihaylov
was awarded the Russian “Prometheus” medal for his outstanding contribution in science and education.

Manol Denev is 1 member of the Supervisory Board of “Trace Group Hold” PLC. Within the
Holding, he holds the position of Business Development Manager, He is awarded a Master’s Degree in
“International Tourism™ by the University of Nagonal and World Economy, Sofia. He is fluent in English
and Russian, His professional experience in the financial field - economic and foreign trade — was acquired
through the managerial positions that he has held.

Acad. Anton Donchey is independent member of the Supervisory Board of “T'mce Group Hald”
PLC. He is one of the most prominent representatives of historical novels in Bulgana; a world-known
master of the epie, for which he has received the highest academie degree, Acad. Donchey is awarded the
highest Stare award — the “Sv. Sv, IKiril | Merodiy” Order, a medal that is awarded by the President of the
Republic of Bulgaria for particularly great service to culture. He is winner of the Grand Prix of Literature
and the “Blue Flag” Honoraty Sign award. Aead. Donchev is the {ounder of two scholarships — "Time
apart” —, awarded to History and Bulgarian Literarure students from the Rhodopes, The scholarships are
organised by the International Foundation “Sv. Sv. Kinl T Metodiy”.
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The members of the Managing Board are people, halding different higher education degrees and
skills — economic, financial and engineering —, each with addidonal qualification in the ficlds of business
management,

The holding complies with the principle of gender equality in the election of the Managing and
Supervisory Boards, and in the appointment of personnel at managerial positions, The number of women
holding managerial positions in the entity, such as Mrs, Desislava Lyubenova — Chairman of the Managing
Board, Mrs. Rositsa Dineva = Member of the Managing Board and Financial Direcror, Mrs. Boyka
Georgieva and Mrs. Hristing Nikolova = Members of the Audir Committee, prove this.

The c]iv:'mirg,' policy, applied in respect of those who are part of the managing bodies, pn'.lhihits any
age diserimination (age restrictions).

Representatives of different minority ethnic groups are employed in the “Trace” group. The
company is open to employing disadvantaged people. The aim 15 to provide young people with
opportunities for personal and professional growth,

The “male — female (employees)” ratio in the parent is 50 / 50, Due to the specificity of the activity,
the “male — female (employees)” ratio for the entire group is 20 / BO (women / men).

The Internal Labour Manual of “Trace Group Hold” PLC regulates the employees’ rights and
protection in the event of discrimination by the employer.

Members of the Managing Board:

Desislava Lyubenova = Chairman: . {,

Rasitsa Dineva = Member: ...,

14
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Non-Financial Statement
Pursuant to Art. 51 and in conjunction with Art. 48, Art. 49 and Art. 50 of the Accountancy Act

L INTRODUCTION

Pursuant to Art. 51 of the Accountancy Act, as a public interest entity and one which exceeds the
critetia for an “average number of employees up to 500 persons durnng the financial reporting year” as at
31.12.2018, “Trace Group Hold” PLC includes a non-financial statement in compliance with Art. 48 of
the Accountancy Act in its consolidated manageiment report.

The public non-financial informaton, included in this document, reflects the objectives and the
operating tesults of [Trice Group Hold” PLC on issues, relating to the social and environmental
activities, human rights and Aght against corruption, in the context of corporate social responsibility and
the entity’s sustminable development.

11, BUSINESS MODEL

“Trace Group Hold” PLC was established in 2005 and operates as a public company, whose
shares are traded on the Bulgarian Stock Exchange - Sofia AD since 2007, The headquarters of the
entity are at 12, “Nikola Obrazopisov" Str., Sofia.

The pL‘mmpnl activity of “I'race (Jrnup Hold” PLC is acquisition, management, viluation and sale
of interests in Bulgaran and foreign enutes; execution of building and construction works; project
management in the fields of building construction, road and railway construction,

*I'race Group Hold” PLC develops its business activities in the following construction areas:

v Construction and maintenance of the road infrastructure, on the tesritory of the
Republic of Bulgaria and of the Republic of Serbia, including construction of bridges and
tunnels;

TRACE takes part in the implementation of the major projects part of the Republican
infrastructure, among which are completion of “Trakin” and “Hemus” highways. The company
pnﬂicipnmq in the eonstruction of the Serbian part of Corndor 10 Highway.

The companies part of TRACE organization structure carry out projects for reconstruction and
repatr waorks of the road network as well as of the urban nfrastructure. They lmp[t_mcnt ongoing n:pm.r
work and winter mamtenance of 20% of the roads in the country and 3 000 km of the road network in
the mrritm"v of the l'{r_'puhlic of Serbia. The eompany has resources for construeton and maintenance of
the waffic organization system, vertical and horizontal marking, and has the rechnical and human
resources to perform emergency restoration actions mn arcas atfected b)' natural disasters.

v Construction of metro (subway);
“Trace Group Hold" PLC participates in the execution of 1/3 of the "Sofia Metro”

project, Seven metro stations are put into operation and the alongside metro part. Currently Trace
implements projects of the Third line of “Sofia Metro™ project.
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v" Construction of railway infrastructure and all related facilities = construction of
high-speed railway lines, implementation of mnovative railway technology - the Geismar
system;

The company is specialized in construction operations of the upper and lower
superstructure of the raillway track:

- Rehabilimnon, reconstruction and new construction of the milway track by mechanized
Means;

- Mechanized laying of a new railway road and dismantling of an existing one;

- Earth excavations, rock excavations, embankments with landscaping and re-cultovation of
terrains with application of modern technologies and high-productivity machines;

- Repair, rehabilitation and construction of new major and small artificial structures along to
the existing and new built railway lines;

- Reconstruction of existing and construction of new railway stations and stops,

¥ Construction and maintenance of civil and military airports in accordance with the
international standards;

Significant project of the company is the reconstruction of "Graf lglmt'ic\'(:u" Airport, where
design and construction works were carried out simultaneously for only 3 months. New technologies
were introduced - production of polymer modified bitumen and laying of polymer modified asphalt
concrete, as well as implementation of an advanced lighting system.

v Construction of waste water treatment plants; integrated water cycles; water supply
and sewerage network systems and ecological projects;

In the water and ecologieal sector the holding company puts its efforts in the realization of
projects related to rehabilitation, reconstruction and new construction of water supply and sewerage
networks and facilines, which leads to an improvement in the quality of people's lives.

During the last few years “Trace Group Hold” PLC expands its activity in the
environmental sector and focuses its efforts on implementation of waste management and soil
protection  facilittes - municipal waste disposal installanons, construction of regional landflls for
municipal waste, eonstruction of pre-trearment facilities, including eomposting, sorting and waste
separation. The holding company has the capacity to work on adaptation to climate change, prevention
and risk management.

“Trace Group Hold” has a stwong experience in the design and implementation of anu.
landshde activites and fortificanion facilinies, coastal and shore protection structures,
¥ Building construction, with diversified profile, including energy efficiency projects;
The |mh.|in[., company has ar s tli'qm'ml a teaim *p:'r.:mll:n.'cl in the construction of pul‘ﬂir.'.
mndustrial, commercial and residential buildings. The subsidiaries have the opportunity to buld hotel
complexes, industrial, residential, commercial and administrative buildings with  the adjacent
infrastrucrure,

v Gas and power facilitics, including gas stations;

v Trade in construction products and supplies.
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In order to ensure the quality of its projects, “Trace Group Hold” PLC carres out
commercial activities with products and matenals used in the construction process. Via its subsidiary
"Infra Commerce” 11D, the holding company already has a stable presence in many commereial niches:
fuels and road bitumen, technical salt, fitnngs, railway consumables and materials, construction
machinery, ete.

The pnrrfnlm of actvines of “Trace” further includes mvestment, internatonal wade and
lopiatics,

ORGANIZATION CHART

The parent company, “T'race Group Hold” PLC, has a two-level management system and
it 15 managed by a Sulncr\'imry Board, mmpmﬂd of three members, and a Management Board, also
composed of three members,

The Supervisory Board defines and momitors the strategie puidelines for the Ll'll'i(}"
development; it provides guidelines in determining the vision and controls their execution. It provides
the Management Board with guidelines in the development of the nisk management system, including the
internal control and internal audit, the financial — information system, and monitors their functioning, it
monitors for adherence to the laws and regulations, defined in the entity’s Articles of Incorporation, The
work of the Supervisory Board is supported by an Advisory Board, a Financial Board and an Audit
Comimnittee,

The Management Board of “Trace Group Hold” PLC manages the Entity in an
i.ndcpcnr.lr:nl and responsible manner, in accordance with the estblished entiry’s mmmgigs, visgion,
objectives, and the sharcholders’ interests. The Management Board has established and follows the
Fntity’s risk policy. An internal control and risk management system 15 established and operates under
the control of the Management Board, The Mnmgtmrﬂt Board coordinates its activities with regards to
the Ennty's business plan, the significant transactions and other acuvities, defined under its Articles of
Ineorporation, with the Supervisory Board.

“Trace Group Hold” PLC is a holding company with the following organization chart:

COMPANY PRINCIPAL ACTIVITY CAPITAL

;\cquiﬂitinn, management, valuation and sale of inrerests in

Bulgarian and foreign entities; execution of building and  Parent
construction works; project management in the fields of company
bui]cling construction, road and raillway  construction  consolidanng
projects.

“Trace Group Hold”
Pl

Construction, reconstruction, rehabilitation and
mantenance of underground and milway infrastructure and
construction  of  structures;  public  infrastrucrure
construction  and  development  of residennal  areas;
implementation of projects connected with the increasing
of enerpy efficiency.

“Trace Sofia” |5C 100%

Rehabilitation, reconstruction, construction and

muntenance of roads, highways, airports and  urban

infrastructure; implementation  of water supply and

sewerage systems, wastewater treatment plants, emergency- 99,86%
restoration acuvities after natural disasters and induserial

accidents; construction and  maintenance of cwvil and

military airports.

“T'race — Road
Construction” [SC
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Construction of roads and structures, maintenance and
repair - of  specialized construction  equipment  and
maintenance of water and sewerage sector, including gas
distribution and water supply networks, WWTPs, integrated
water supply and treatment projects, solid waste treatment
insrallanons; landflls, communal services,

*T'race Serbi” |5C

Construction and maintenance of roads, highways and road
“Trace Yambaol” |SC structures, construction  of public  infrasteueture  and 99 48%
development of residential areas,

Construction mechanization management, current repair

“USM™ JSC : .
works and winter maintenance,

99,69%

Domestic and foreign trade activities; mediation and agency
“Infra commerce” LTD  of Bulgarian and foreign individuals; trade in products and 100%
materials used in the construction; logistics,

“Trace Internanonal™

LTD

International activity, international projects management, 100%,

“Trace Properties” LTI Real estate management 100%

Construction, ongoing repair works and maintenance of
roads, urban and municipal communications and the
adjacent infrastructures, maintenance of roads and road
structures,

“Trace SOP” LTD 100%

Construction, ongoing repair works and maintenance of
roads, urban and municipal communications and the
adjacent infrastructures, maintenance of roads and road
structures.

“Merro Druzhba™ LT 1001%

Acquisition, management, valuation and sale of interesis in
Bulgﬂriﬂn and fnn:ign entities; investor control  of
commercial  and  residential  construction  projects,
commercial representation and mediation

“Trace Ukraine” LTD 100%,

Texym peMoHT 1 HOAAPIARKA HA IBTHIE, TPRACKH 0
OOIUTHEKI KOMYIIIKRID 1 i PAcTPYKTYPITE OKOAD THX 100%
Dnguing repair works and maintenance of roads, urban and
municipal communications and the adjacent infrastructures.

“Trace Plovdiv” L'TD

Transport acuvity; repair and maintenance of tansport

. 1005,
vehicles,

“Teace Trance” LTD

The production bases and warehouses of “Trace Group Hold” PLC are located in the key
transport and communication centres, thus nllnwing the execution of the awarded projects to be
completed in the shortest time periods and at a high quality. Broadening the breadth of the market sector
that it possesses, the company equips its production bases with top-of-the-line specialised equipment.
Main facilities of “Trace Group Hold"” PLC are:

Ten asphalt bases, of which two modular mobile ones;

= Installation for production of polymer modified birumen. Installation for production of bitumen
emulsion;

= Installations for the producnon of stone flour;

= Six aggregate quarries;
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¢ Ten crushing nstallanons for the production of stone fractions, of which 4 mobile;
¢ ['wo machines for laying concrete;

« Earthmoving machinery;

e Asphalt-laying technique;

¢ Geismar system for laving milroad S2PV;

= Diesel locomotive series 55 and 12 platform wagons.

The “I'race for People” Foundanon, registered at the Ministry of Justice of the Rnpubljc of
Bulgaria as a non-governmental organisation, acting entirely in publie interest, is also patt of the group.

DEVELOPMENT STRATEGY

At national level, the entity’s intentions cover participation in tender procedures for the
implementation of infrastructure projects, included in the program period of the Operational Programs
of the Buropean Union, with emphasis on: water sector, landfills, railway and road construction; public
works and municipalities development procedures, financed by the state budget; building construetion
projects and such for rehabilitation of buildings, migeting to improve energy efficiency; initative 1o work
with private investors, interested in infrastructure, logistics and industrial construction, as well as
readiness to participate in public-private projects.

Attention shall be prioriused on opportunities i the field of building construction, not only as an
executive m.‘l.'i\‘it)‘ but also in terms of investments, The f'lt:-ldl'ng company short-term plans include
[:mrt.icip:!ti;un in the construction of residential, administrative and office buildings in our country and on
the ternitory of other countries where the group has a presence.

“lrace Group Hold” PLC has strengthened its position in the field of road maintenance in
Serbia, in particular maintenance and rehabilitation of road infrastructure in the areas of Southeastern
Serbia. It is due to participate in tunnel projects for connection of the natonal with the Sofia
Municipality road infrastructure, as well as in tenders for rehabilitation of railway infrastructure in the
country. In 2019 the construction of one of the most complicated from the engineering point of view
sections from Nis to the Macedonian border - the section of E-75 Highway ,,Grdelica — Caricina dolina”
will be completed.

Another interesting perspective is the development of activities in Croatin and Kosovo, where
significant road and rallway projects are to be launched. The international department of the Holding
company continues to actively research the market in Central and Fastern Furope, Russia and the
Central Asian countries.

III.  POLICIES

L QUALITY, ENVIRONMENTAL, HEALTH AND SAFETY AT WORK
POLICY

It is a Management's priority for “TRACE GROUP HOLD” PLC to continuously improve the
s.|t1:lhw of work 1:1) l:ml.ll.].Lm1 a clear policy and strategy, aiming at gaining the trust and sansfying the
requirements and expectations of chients and all stakeholders.

The re-cernficanon of the Integrated system, conforming to 150 2001:2015, 15O 14001:2015 and
OHSAS 18001:2007, and s continuous maintenance are the best puarantee for the company’s respect of
its consumers and its permanent market presence,



TR/.CE

Non-financial Sttement pursusnt to Art. 51 of the Aceountaney Aet (AA)

The Management's efforts are aimed at:

Mamntaining a system of continuous improvement and efficiency of the planning and
management of key acavities, related to the qualit}', environment, health and safery ar work;

- Maintaining a highly qualified personnel;

- Process optimisation;

- Conforming, implementing and ensuring compliance of all activities with the applicable legal
and regulatory requirements related to the quality, environment, health and safety at work;

- A proper approach in the selection of the entity’s suppliers and subcontractors;

- Non-admission of preconditions for objections and complaints by clients related to our main
activity;

- Preventon of injuries and diseases;
Continuous improvement in the management and implementation of the OSH;
Contnuous improvement and prevention of pollunon;
Ensuring opportunities for the full realisation of each worker / ::mpln;'ce of the c.intit}',
within his / her competences and authorities, as to create 1 sense of gratitude and
satsfaction;
Periodic reviews, conducted personally by the Management, in order to assess the adequacy,
effectiveness and efficiency of the functoning integrated system;

- Timely undertake corrective and preventive actions in cases of deviations from documented
process management rules or when there i a potential risk of such deviatons,

To achieve these goals, “ITRACE GROUP HOLD" PLC has created conditions for strict
compliance with the requirements of the Integrated quality management system, health and safery at
work, and for the active participation of the Management and Executive personnel in its development
and improvement.

2. SOCIAL RESPONSIBILITY POLICY

The group of Trace follows and promotes compliance with the internationally recognised human
rights, and considers the preservation of integrity and the health, rights and welfare of its employees and
the environment as elements of primary and fundamental importance in the execution and development
of its activities,

THE SOCIAL RESPONSIBILITY POLICY, adopted by the entities in the group of TRACE in
implementation of their core activites, 15 focused on corporate strategic management, contributing to
sustainable cconomic development, fair working relations with the personnel, their families, the local
community and society i general, with a view to improving the quality of life.

The guidinp, |.1tinci|11c3 of “Trace Group Hold” PLC regarding social responsibility includes:

- Respecting the human rights and fundamental freedoms as set out in the Universal Declaration
of Human Rights;
l‘tmc::ting the generally aceepted human values;
- Ensuring the health and safety of their employees;
Developing and motvating the personnel;
- Creatng new working places;

- Ensuring security of payments;

- Maintaining adequate labour remuneration and ensuring timely payment of salaries and wages
to the personnel, and payment of raxes and social security contributions in respect of workers and
employees;

- Formulating the rules for constructive business ethics and ensuring their compliance;

Carrying our charity acuvites, including improvement of the local infrastructure, in a
responsible manner;
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- Mamtaining beneheial interactions with the public and local authorities, as well as with non-
governmental organisations, business associations, educational and expert institutions, and others;
- Disclosing of the company’s activities in the mass media.

IV.  ACTIVITIES AND IMPLEMENTATION

ENVIRONMENT

“Trace Group Hold” PLC maintains an Integrated Quality Management System in accordance
with the requirements of mternational standards 150 9001:2015, SO 14001:2015 and OHSAS
18001:2007

The company implements social activities supporting the principles of proteciing the integrity,
health, rights and well-being of its employees.

The process management system, influencing the quality, environment, health and safety at work
in every company in the Group covers all activities implemented by these companies.

“Trace Group Hold” PLEC applies international environmental management standards, For the
group, its sustainable development, competitiveness and economic prosperity are closely linked to global
environmental efforts,

The management of “Trace Group Hold" PLC makes efforts to reduce the environmental
impact of the company by:

- Efficient use of r:]ucrriciry and heat;

- Minimizanon of waste;

- Prevention of pollution by reducing and minimizing harmful emissions to air and water;

. I.T:%'mg i new gcﬂctsll.iun of lcchnit.]uf::l and facilities to carry out its activitics;

- Monitoring of air, water and soil pollution,

The corporate governanee of “Trace Group Hold” PLC appreciates the importance of eco
balance in nature and pays close attention to the environmental impact of its subsidianes’ production.
The Holding momtors for events targenng to reduce the harmful effects on the environment that the
entnes undertake in the course of their acnvines. All prnducr_inn factlities (crushing plnnm, nsphtﬂr phmw,
stone flour plants, and others) are provided with filtration systems for capturing toxic exhaust emissions
and are complying with the requirements of the control bodies that monitor the environmental
protection.

Asphalt mixtures are produced using dry production method, without using water, Asphalt
rmxmp, plnms have a hlghi}‘ efficient filtration system that ensures dust extraction from the exhaust gascs
that are subjected to dry purification through an industrial filter. All smoke 15 absorbed by a powerful
aspirator, passed through a dry dust filter, and the cleared exhaust air is emitted into the mn'umphcre.

“Trace lnrrmp Hnld" PLC 15 one of the first Bulganan construction companies to start using the
"Cold chch.ng on-site” method. This 1s a1 modern method for recovering compromised pavements, It
allows using 100% of the available material on site and this is a huge advantage as it leads to a reduction
in total number of construction works; harmful emissions; construction deadlines and value. For the
implementation of this kind of method, the company has at its disposal the most advanced
mechanization and offers a wade range of technologies - radinonal and innovanve,
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The spucinlihud machinery and trucks meet BEuropean and world environmental standards. The
entity mvests in last generaton equipment and aims at introducing innovative production in order to
protect the ecological balance. The holding company has more than 100 hr;:;\'yqduq' vehieles of EURO 4
and EURO 5 emission limits standard, and at the end of the previous year, the entity has invested in the
purchﬂﬁc of 1 heavy-duty vehicle, which has EURO 6 standard. At the same tme, “Trace Grroup Hold”
PLEC by 1ts subsidiary “Trace - Road Construction” |SC has concluded contracts for the redemption of
waste oils and greases, as well as for tre recycling of ears and heavy vehicles.

In the implementation of each nfrastructure project, an environmental concept 1s developed and
followed, which sets out the activites to minimize pollution and harmful effects on the environment.
Through it it 15 possible to identfy, evaluate and manage the important aspeets of the environment, to
prevent the pollution of the environment in the implementation of the subject of the respective public
procurement. The concept of environmental protection shall take into account the main activities in the
implementation of the project and the operatuon of the sites at the stage of their design, construction and
opetation, namely:

Approved land-use planning plan for changing land use

s Preparation and coordination of project documentation

s Obrain building permit

= Realization of projects

*  Commissioning the sites

s Conditons established through environmental decisions and / or environmental impact
assessment

Procedures are in place in accordance with environmental legislation at national and European
level to ensure the prevention of significant negative impacts on the environment and human health
when implementing investment proposals, namely: Environmental assessment of plans and programs
related to spatial planning and environmental impact assessment; Assessment of compatibility with the
subject and objectives of conservanon of protected areas.

During implementation of the final section of “Montevideo” Blvd,, an engineering team from
Trace preserved 27 years old Caucasian fir in Sofia, The tree with height 15 m and weight 10 tons, was
moved to a location selected by the Municipality of Sofia. After planng, the tree was remnforced wirh a
steel rope construction that was removed in March 2019. Irrigation takes place through drainage pipes
reaching the root system.

The strategy for development of “Trace Group Hold™ PLC includes participation in long-term
environmentally friendly projects in the field of environmental protection. A separate collection system
has been set up.

Trace has conducted contracts for the disposal of waste, generated in the execution of the entity's
principnl activity. Waste is managed in accordance with the rcquirumunm of the npplim:hlu legislarion and
i ]:lr:i:i.blr.'m:i have been encountered so far.

HEALTH AND SAFETY AT WORK

The entty monitors the main indexes, concerning accidents at work, The identified health and
safery requirements ar work are implemented ar all levels of the organisation.

The conditions and order for conducting *health and safety ar work” trainings and instructions to
employees are earried out in complinnce with the requirements of ORDINANCE Ne RD-07-2, dated
16.12.2009, on the conditions and order for conducting pertodic training and instruction to workers and
employees under the rules for ensuring healthy and safe working condinons, through minal and perodic
teaining, and training of health and safety officials,
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When starting to work in the group the newly recruited employees are required to familianise
themselves with the following documents:

- Rules of the Internal Labour Cade:;

- Aetion plans in the event of disasters, emergencies, accidents and fires;

- Fire regulations;

- Risk assessment with respective card for the job performed.

The ennties have a set of safety instructions for all types of acovities when earrying out
construction and assembly work.

SOCIAL RESPONSIBILITY

CHILD LABOUR

“T'race Group Hold” PLC does not use or encourage child labour.

The entity’s policy prohibits the use of child labour. This policy is in accordance with the
applicable statutory requirements, defined in the Labour Code, the Child Protection Act, and other
current regulatory requirements.

ENFORCED AND COMPULSORY LABOUR

All workers and employees of “Trace Group Hold” PLC and its subsidiaries work on a
voluntanly basis,

In order to ensure the voluntary nature of work, the entity 18 committed to ensure that all
workers and employees are aware of thewr nghts and oblganons, arsing from ther employment
contracts, An “Internal Work Order Manual” has been developed and the personnel is familiar with it.
Fach employment contract sets out the terms and conditions of employment, namely: salary, working
hours, annual paid leave, position, and notce period upon termination of the employment relationship.

FREEDOM TO ASSOCIATE

All workers and employees of “Trace Group Hold” PLC have the right to form, participate and
organise trade unions of their choice, and to negonate un]lucl:i\'el}* with the company, on their own
behalf, The personnel is informed that they are free to participate in an organisation of their choice and
that this will not lead to negative consequences or repressive measures on behalf of the endty. The
functioning and management of these workers” organisations is free and not restricted by the entity's
intervention.

DISCRIMINATION

“Trace Group Hold™ PLC does not diseriminate  in recruiting  personnel; there 5 1o
diserimination i the remuneration, access to training, promotion, fenmination of contract or retirement
on grounds of racial, natonal or social ongn, class, family background, religion, disability, sex, sexual
onentation, family responsibilities, marital status, tade union membership, political views or another
condition that may lead to discrimination,

The entity does not interfere with the exercise of the personnel’s right to observe principles,
practices or meet needs based on racial, national or social ongin, religion, disability, gender, sexual
onentation, family responsibilities, trade union membership, politieal views or other eonditions that may
lead to discnminanon. The entity’s employees are of different religious affiliation and this does not
interfere with their joint and team work, The entity is open to employing disadvantaged people. The aim
is to provide young people with opportunities for professional and personal development.
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The gender equity prneiple in the selection of Management and Supervisory bodies, as well as in
the appointment of managerial positions, is respected. Proof of this is a number of women holding a
leading position in the entity, such as Ms, Dessislava Lubenova - Chairman of the Managemenr Board,
Ms., Rositsa Dineva - Member of the Management Board and FCO, Ms. Boyka Georgieva and M,
Flrsting Nikolova - members of the Audit Commitree.

The entity does not tolerate threatening, abusive, exploitative or sexual hamssment behaviour,
meluding pestures, language and physical contact at work.

MALE - FEMALE COMPARISON

2016 2017 2018
Total personnel 1759 1415 1064
Of which male 1376 1192 889
Of which female 283 223 175
Personnel, appointed at managerial positions 153 145 113
Of which male 125 120 02
Of which female 28 25 21

There are no age or gender pay gaps. Salaries and wages are defined based on the pl,:siti:'m, hold
by the respective personnel, after such are agreed with the Execunive Director, and are in accordance
with the Salaries and Wapes chulﬂ'rinnﬁ.

‘The Management team, project managers, and all persons, appointed at managerial positions,
treat all personnel with dignity and respect. The disciplinary practices are 311¢¢i|.")¢¢] in the Internal Work
Repulations,

“Fines™ are not provided under the Labour Code, and thus “Trace Group Hold” PLC does not
impose, nor does it intent to impose, such. Only the disciplinary measures, defined under Art. 188 of the
I.C are enforced in cases when the labour disaipline of “Trace Group Hold” PLC 18 breached. There are
three tliscip].in:lry measures — notice, dismissal notce and disciplinary dismissal,

T

WORKING HOURS

“Trace Group Hold" PLC complies with the applicable legislanon and industry standards on the
working hours and public holidays. The standard workweek does not exceed 40 hours, Personnel are
provided with at least one day off on every six consecutive business days.

REMUNERATION, FINANCIAL INCENTIVES

Remuneraton at “I'race Group Hold” PLC meets the lepal or industry minimum standards,
sufficient to meer the core needs of the personnel and o ensure discrenonary income.

“Trace Group Hold” PLC is fair to its employees and workers in the payment of agreed wages
and social secunity contributions. The ennty mouvates s employees, specialists and workers both by
paying additional remuneration, as well as by paying such in the form of shares in the entity's capital.
Shares are pranted to employvees, specialists and workers, based on the achieved by them results in
exccution of their duties. The terms and condinons for grantng shares to the ennty’s personnel are
regulated by the internal statutes and decrees, which was adopted in 2013,
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The Holding has arrangements with:

- Banking mstitutions for obtaiming loans and insurance on preferennal terms;
Health eare insurmnons and free annual physical examination;
- Chain stores the m.l]‘nply of gnmlr- and services.

AWARDS

Every year, “Trace Group Hold” PLC honours its most distinguished employees and workers
with two special awards:

“Builder of the Year of “TRACE GROUP HOLD” PLC*” Award

The Pl‘i:’L“ 15 awatded 1o c:mplnye:cu and workers, in recopnition of their high prnfuqqiunnlium in
the execution of their work assignments and for their significant contribution 1o the group’s
dcvulupmcnt. The award was first introduced n 2008, The winners receive the “Road 18 Life” sculpture
and non-bearer shares of BGN 10 000 in the entity’s cnpltnl. In 2018 the management prc_gr:ntt.d the
award 1o Dipl. I'*'.ng. Georgi Ivanov for the u:ump]r_'riun before the ﬂppninmd deadline of .r\hr:luy b}'lmns
road project.

“CARRYING THE HONOUR OF THE BUILDER PROFESSION" Honorary sign

With this honorary sign, the Management team of “Trace Group Hold” PLC aims to grant
recognition and publie visibility for excellence in infrastructure construction and to enhance the quality
of the professional competencies of the Group's employees; to stimulate the qualities and talents of each
employee and the further sustainable development of “Trace Group Hold” PLC. The prize 1s awarded
on the occasion of the Builder's Day or anniversary events of the Company, as well as by the deasion of
the Holding's Financial Board.

DONATION

As a public and socially responsible company, over the years, “Trace Group Hold” PLC has
actively supported a number of chanty causes in the fields of socl acovines, ecology, culmral and
historical heritage and edueation, which are in line with the corporate eulture of “Trace”.

The “Trace for People” Foundation unities the efforts of the Group's entities in the fields of
social and corporate responsibility. The Foundanon s managed by a Public Council, members of which
are prominent public figures — Prof. Nikolay Mihaylov, PhD (Econ), Dipl. Eng, Acad. Stefan
Vodenicharov, Aead. Anton Donchev, Viadislay Slavov.

I 2018 in the eulture field, Trace supported maore 20 events which have not enly national but
international importance for the image of Bulgana. Among them, the most significant i1z the concert of
lLasa Gerard and Yordan Kamzhalov in Sofa.

ANTI-CORRUPTION POLICY

No form of bnbery or corruption is tolerated in “Trace Group Hold” PLC. The enaty abstains
from any actions and behaviour that could be perceived as active or passive bribery, The policy is
applicable to all types of corruption practices, including;

Active bribery — granting, promusing, or offering bribes;
Passive bribery - requestng, consenting to recetve or acceprng bribes;

Bribery of a public or State official;
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Unjustifiable enrichment — misuse of the entity’s assets;
Unregulated pnvate use of goods and assets.
The ennty has adopred a Code of Fthics, which 15 mandatory for all personnel.

Entities of the {irnup of Teace adhere to the rules of pure donation or :i]'lnn:mtﬁhil': on i r.'smf_--l)y-
case basis under full teansparency and carry out donation activities through the “Trace for People”
Foundation, which prepares a publ.ic activity report each year,

At a group level, there is no system for risk assessment related to corruption, but all processes
and procedures are conducted in a way that excludes all forms of corruption in the entities. All
transactions of the endties in the Group of Trace are individually evaluated in advance and those of
significant value are approved by both the management of each of the entities and by the management of
the Flolding company.

CAREER DEVELOPMENT AND TRAINING

Personnel’s motivation 1s an important factor i the achievement of the development targers, set
on the company. The Management of “Trace Group Hold” PLC has a clear development strategy for
each person, appointed to work in the Holding structure — from the worker to the manager. The strategy
covers areas such as:

L Professional development of the specialists and workers by conducting trainings, which target 1o
maintain and improve their qualifications, as well as close specialisation in specific professional fields;

. Providing the time and opportunities to increase one's education and to acquire higher
gqualifications;

. Stumulating the inidatve to learn foreign languages, work with specialised software, implement
new technologies, acquire new equipment;

= Stimulate innovatve thinking, allowing creative people to apply their ideas in prnctiu:c:

. The Holding's and the entities” Management provide opportunities for each individual worker,

employee or Manager, to develop and grow career-wise in one or another entity within the Group,
depending on his / her personal and professional interests,

INCREASING PROFESSIONAL QUALIFICATIONS

In 2018 two engineers (lvan Katsarov and Hnsto Ivanov) were awarded PhD and defended
dissertation works before UASG, three more enlisted for PhD (Silvia Sandev, Petar Kostov and Yordan
Markov). Their scientific interest 15 part of their professional commitments and 18 connected with the
development of innovations and the application of technologies in various processes. Large number of
engineers continues their education in masters programs related to the construction of water supply and
sewerage systems, gas transmission networks, constructions of buildings and facilities ete.

“TRACE” ACADEMY

The master dcg‘rcc program “Business management and ]:llmm.i.ng in the construction™ is an
educatonal product, which has no analogue in the Bulgarnan education. The program response to the
acute need of the Bulgarian construction business of new generation of engineers — managers, whio in the
works process apply engineering principles but have business knowledge for the successful and efficient
implementation of projects, In 2018 first engineers from the group, who enrolled in the master degree
program received their diploma with major “Business development and management in the
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infrastructure construction”, The edueation is designed in a manner that the engineers receive knowledge
on multiple management techniques, identify business 1ssues and develop creative skills.

INTERNSHIPS

The Holding bas an established waining system, designed to attract young professionals, and
allowing them to develop and achieve high professional realisation. The Holding is the preferred partner
of the professional schools and universities in the country, The policy of admitting young professionals
stipulates:

. Organising and holding annual meetings with geaduates of the University of Architecture, Civil
Engineering and Geodesy (UASG), as well as graduates of other Universities, conducting trainings of
professional experts, who would contribute to the Entity’s activities;

. Providing opportunities for students and graduates 1o complete their practicum and internship
within the ennty’ structure. For a seral year, “Trace” hosted graduates of the Sofin, Bourgas, Stara
Zagora Specialised (in construcnon) High Schools, who visited the Company’s sites and met the
Management team,

. Encouraging young professionals to start working with the Ennty and gain professional
experience in real-life working processes and production conditions, regularly communicating with them
their development perspectives;

$ Monitoring the career development of each young specialist and in the cases of positive feedback
and assessment of his / her professional skills — providing him / her with the oppormnity 10 be
appointed at a key Managerial position under the infrastructure projects, executed by the Entity,

In p:ll'l'l'l.l:rﬂhip with UASG, in 2018 the I'IulLlinl.', company prepares programs, which allow the
creation of new generation engineers, knowledgeable, reasoning, and independent:

- Talents program allows to students not only to be prepared for the job marker, but to work n
real time environment and to acquire qmliﬁunl:inn.ﬂ.'

- Scholarship for excellent students, who originate from Bulgarian diaspora in the Republic of
Setbin, Macedonia, Kosovo, Albania, who are entolled in UASG under 112 Decree of the
Mmihtry of Educaton and Science;

- “Best thesis paperwork” - award winning graduates from the Dean Management Departments
of the UASG engineering departments recetve a cash prize and the nppnrtuniry for a start in the
carecr,;

- Internship program of Ministry of Education and Science — Every year the Holding
participates in a program of the Mimstry of Education for financier, accountants and lawyers. In
2018, 19 .-ipt:cmlmtﬁ were appointed;

- “Open lectures” = students from 11" and 12 prade visit infrastructure projects implemented
by Trace which are under construction, participate in meetings with management teams of the
Holding, as well as in so called laboratories, The purpose of these lectures is the attracnon of
young people towards the career path of construetion engineer.

TRAININGS, SEMINARS, CONFERENCES, FORUMS

In the financial reporting 2018 the hsted hereafrer pﬂrﬁnnlwl‘ﬂ trainings were conducted:

- Annual training of the members of the WCC, within 6 (s1%) academic hours;

- A course of the personnel, assigned as a "health and safety at work” control body, within 8
academic hours;

= A course of the personnel with health and safety coordinators;

- A course in telation to the implementation of a system for ]n'um::tie'm af pnrur:nul dara;
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- .‘E-‘up:;:r;j'nljzcd courses on changes in I¢Hialnliun.

Internal workshops and seminars, annual meetings related to l‘rnin.inp,a aiid irnpmv::n‘n:m of the
Senior Msmugenmnr 5 qunhﬁcnunnu are held within the Group. llcpruqt:nmm't_s of the entity pnruc:pntﬂ
in scientific and practieal forums on the new wends in the infrastructure construetion. In the past year,
Managers of some of the entifies within the Group, Project managers and prominent Engineers
traditionally participated in the Natonal Road Conference, held with international pnrnclpanunﬁ and
organised by the “Roads™ Department of the UACEG and the “Road Infrastrpcture™ Agency, The
conference was held under the patronage of the Ministry of Regional Developmenf. The leading topie of
the conference was “Financial resource management of the mransport infrastrucn

Fxecunive Director:
Dipl. Eng, Boyan Delche
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CONSOLIDATED REPORT ON PAYMENTS TO GOVERNMENTS

The “Trace Group Hold” group performs activities in the mining industry, and in particular mining
of underground natural resources, exploitation of mineral raw materials and mining and blasting
activities, and it is obliged to prepare a consolidated report on payments to governments and
publish it together with its annual consolidated management report in accordanee with Art, 53 in
conjunction with Art. 59 of the Accountancy Act.

The following subsicdharies of the Group engaged in mining activinies in 2018:

Trace = Road Construcnon |SC, Bulgaria (mining of underground natural resources)
Trace Yambol |5C, Bulgaria (mining of underground natural resources)

Trace Serbia (PZP Nis) AD (JSC), Serbia (exploitation of mineral raw materials)

The Group discloses hereafter the information, required by the Accountancy Act (Chapter seven,
Secrion V).

1 Payments under concession agreements

The Group has been granted concessions for the extraction of underground natural resources —
construction materials — marble, marble imestone, imestone and dolomites — pursuant to the 5
agreements, coneluded in the Republie of Bulgaria. The eoncession agreements were signed by
and between the Concession grantor - the Council of Ministers of the Republic of Bulgaria — and
the Concessionaire — entities in the Group in 2001, 2005 and 2011,

In accordance with the agreements, the entities of the Group are granted with the exelusive right
to develop and extract construction materials from fields in the Republic of Bulgaria, located in
Topolovgrad, Zmeevo, Vinarovo and Boyanovo, within the concession area, and to acquire the
extracted matenals.

Construction materials from fields loeated in the Republic of Bulgaria are extracted by open-pit
mining, within the concession area, under the following conditons:

& [rame of the concession areas - 831 thousand sgjuare meters;

*  Mining term — between 25 and 35 years, with the term starting as of the date on which the
respective concession agreement enters into force;

Concession payments, amounting to BGN 282 thousand, were }miu.l to the ]\-Hninrr}' af [-?.ngrmr of
the Republic of Bulgaria in 2018, Part of those payments include and the amounts paid to an
escrow account to satsfy the obhgation of the entities for subsequent reclamanon of the exploed
CONCEsslon areas.

o Payments under approvals for exploitation of mineral raw resources

In accordance with the legislation of the Republic of Serbia, an enrity of the Group has obrained
approval to L‘Cpll.iit mineral raw materials from the Ministey of Mining and I{nm'g}* in 2008 (Ne310-
02.00235/2008-06) and in 2017 (Ne310-02---00-/21017-02), and approval to execute mining and
blasting works on lands, owned by the entity (Ne310-02-00616/2009-06), granted by the same
Minstry 1n 2010

The approvals received by the entity grant it the exclusive right to exploit mineral mw resources
and perform mining and blasting works on the field, located in the village Dolac, Municipality of
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Bela Palanka, Republic of Serbia, within the owned by the entity area.

{onstruction materials from felds loeated in the R.u:publ.iu: of Serbia are extracted by open-pit
mining, within the concession area, under the following conditions:

® [rame of the concession area = 180 000 thousand square meters;

* Mining term — termless, with the term starting as of the date on which the approval is
obtained;

BGN 202 thousand have been paid to the Ministry of Mining and Energy of the Republic of Setbia
in 2018, in the form of quarterly instalments, The guarterly instalments are caleulated based on the
extraction realised within the respective quarter,

3. Taxes paid

In 2018, the entities of the Group performing activities in the mining industry, and in particular
mining of undurgrmuu! natural resources, c:;:,plnunn'nn of mineral raw matenals and mining and
blasting works, have paid BGN | thousand corporate income tax and other taxes to the Natonal
Revenue Ageney of the Republic of Bulgaria and taxes, in the amount of BGN 19 thousand (net),
have been recovered; BGN 254 thousand have been paid to the Tax Office of the Republic of
Serbia, of which:

*  BGN 1 thousand — raxes on entertainment costs, pad in 2018 (BGN 0 thousand for
Serbia);

e BGN 19 thousand - recovered excess payment of corporate tax due for 2017 (BGN
0 thousand for Serbia),

= PRGN 178 thousand = advanee payments of the corporate mx payable for 2018 (BGN
0 thousand for Bulgaria);

e BGN 76 thousand ~ corporate tax paid as per the annual tax returns, filed for 2017
(BGN 0 thousand for Bulgaria);

The entites, engaging 11 mining activities, have also paid BGN 61 thousand for local taxes and
fees to Municipalities in the Republic of Bulgaria and BGN 89 thousand — to Municipalities in the
Republic of Serbia.

4. Payments under projects

The entitles in the Grnup, engaping in mining activities, have not completed any, projects and
respectively have not conducted any payments to parties that are Governmgfits, within the
meaning of the Law, i 2018,

Executive Director:

Fing. Boyan Delchey,



