HLB Bulgaria

Audit, Analysis & Consulting

INDEPENDENT AUDITORS’ REPORT

TO THE SHAREHODERS
OF TRACE GROUP HOLD PLC

Report on the financial statements

We have audited the accompanying consolidated financial statements of “TRACE GROUP
HOLD” PLC and its subsidiaries /the Group/, which comprise the consolidated statement of
financial position as at December 31%, 2011, and the consolidated income statement and the
consolidated statement of comprehensive income, consolidated statement of changes in equity
and consolidated cash flow statement for the year then ended, and a summary of significant
accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with the International Financial Reporting Standards, adopted by European
Commission and for such internal control as management determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditors’ Responsibiltty

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with the professional requirements of the International
Standards on Auditing. Those standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An
audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.
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HLB Bulgaria
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our qualified audit opinion.

Opinion

In our opinion, the consolidated financial statements of “TRACE GROUP HOLD” PLC for the
year ended December 31%, 2011 are prepared, in all respects, in accordance with the International
Financial Reporting Standards, adopted by European Commission.

Report on other legal and regulatory requirements

In conformance with the requirements of the Accounting Law, the Management also bears
responsibility for the preparation of an Annual Consolidated Management’s Activities Report.

The Accounting Law requires us to express our opinion on the conformity of the Annual
Consolidated Management’s Activities Report of the entity and the Annual Consolidated
Financial Statements for the respective period.

In our opinion, the Annual Consolidated Management’s Activities Report is prepared in
compliance with the accompanying it Annual Consolidated Financial Statements of the entity as
at December 31* 2011.

Specialized Audit Firm
HLB Bulgaria Ltd.

Executive manager: SR ,
Zlatka Koleva Lo S i

Auditor in charge:
Kalin Apostolov
P %@o«/@/{,@

Auditor in charge:
Vaska Gelina

27/04/2012
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“TRACE GROUP HOLD” PLC

THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDING AS
AT 31.12.2011, pages 1 to 75, are apptroved and signed on behalf of
“TRACE GROUP HOLD” PLC by:

Executive Director Compilet:

Dipl. Eng. Tsvetan [I[/so Daniela Karaslavova |

MANAGEMENT ACTIVITIES REPORT FOR THE YEAR
ENDING AS AT 31.12.2011

The Management Activities Report for the year ending as at 31.12.2011, pages 1 to 51, is
approved and signed on behalf of “TRACE GROUP HOLD” PLC by:




TRACE GROUP HOLD PLC

CONSOLIDATED STATEMENT OF FINANCIAL POSITION AS AT 31.12.2011

TR CE

Note 31.12.2011 31.12.2010
ASSETS BGN'000 BGN'000
Non-cuttent Assets
Property, plant, machinery and equipment 1.1. 68 024 65 225
Non-current Intangible assets 1.2, 1856 1572
Non-current Financial assets 1.3. 374 657
Investments, accounted for under the equity method 1.4. 1390 1377
Non-current Trade and other receivables 1.5. 13 451 20 459
Deferred Tax assets 1.6. 2278 1693
Goodwill 1.7. 447 447

87 820

Total Non-current Assets

Current Assets

91430

Inventory 1.8. 11423 9 804
Current Trade and other receivables 1.9. 85 583 133 268
Recoverable tax 1.10. 1370 2235
Current Financial assets 1.11. 1499 5360
Cash and Cash equivalents 1.12. 32411 13 884

Total Current Assets 132286

Total Assets 220106

164 551

255981



TRACE GROUP HOLD PLC TR CE
CONSOLIDATED STATEMENT OF FINANCIAL POSITION AS AT 31.12.2011 - continued

Note 31.12.2011 31.12.2010
EQUITY AND LIABILITIES BGN'000 BGN'000
Equity
Share Capital 1.13.1. 24 200 2200
Registered Capital 24200 2200
Share Premium 1.13.2. 21763 21763
Revaluation Reserve 1.13.3. (225) (230)
Reserves 1.13.4. 25928 33017
Financial Result 1.13.5. 7 268 15 350
Retained Profit / (Losses) 322
Curtent year 's Profit / (Loss) 7 268 15028

Equity capital of the Group 78934 72100

262
79 196 72 814

Non-controlling Participation / Interest/

Total Equity capital

Non-current Liabilities

Non-cutrent Financial Liabilities 1.14. 3451 9 806
Non-cuttent Trade and other payables 1.15. 15 143 15 445
Non-current Provisions 1.16. 234 230
Deferred Tax Liabilities 1.17 369 559

Total Non-current Liabilities - 19:197 26 040

Current Liabilities

Current Financial liabilities 1.18. 24 313 23 576
Current Trade and other liabilities 1.19. 89 315 123 875
Tax Liabilities 1.20. 3034 3137
Liabilities to the personnel 1.21. 2755 3 664

2875

Current provisions

Total Current Assets

Total Equity and Liabilities

Compiled by:
Daniela Mineva Karaslavova

Certified by:
Specialized Auditing Company “HLB Bulgaria” LTD

Sofia, 27 April 2012



TRACE GROUP HOLD PLC
CONSOLIDATED INCOME STATEMENTS FOR THE FINANCIAL REPORTING 2011

TR CE

2011 2010
Note BGN'000 BGN'000
Income
Net income from sales 2.1.1. 378 423 338 915
of Production output 1540 1357
of Services 361 217 330 086
of Goods 3944 3619
of Others 11 722 3853
Financial income 2.1.2. 769 1596

A BT

Expenses

340511

Expenses per economic elements (357 349) (313 400)
Raw materials, materials and consumables 22.1. (68 227) (34 676)
Hired services 222 (256 381) (249 497)
Depreciation cost 223, (6 380) (4 628)
Salaries and wages, and social contributions 2.2.4. (21 885) (18 971)
Impairment of assets 22.5. (1324) (2 982)
Other expenses 2.2.6. (3 152) (2 646)
Allowances 2.2.7. (10 418) (6 062)
Net book value of Assets disposed (excluding production) (12 218) (5 499)
Expenses, capitalised in the Assets' value 78 115
Changes in the Inventories of Finished Goods and Work in

progress 1722 (678)
Financial expenses (3976) (4 123)

Total expenses, excluding tax expenses _ (371 743) (323 585)

Financial results from the disposal of Non-current Assets

2.29. 86 19
Share in the Results of Associates 2.2.10. 16 (95)
Profit / (Loss) before tax _ 7551 16 850
Tax expenses 2.2.11. (599) (1994)
Current tax expenses (1374) (2 484)
Changes, accounted for under deferred tax 775 490
Profit / (Loss), generated from Continuing operations 6 952 14 856
Profit / (Loss) . [ ] 6952 14 856
including Profit / (Loss) in the Group 7 268 15 028
including Profit / (Loss) under Non-controlling participations (316) (172)
201 2010

Compiled by: ! TPEFAC TPYT1 XOANAL,

Daniela Mineva Karasl

Certified by:
Specialized Auditing Company “HLB Bulgara” LTD
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TRACE GROUP HOLD PLC
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME FOR THE FINAN TR CE :

2011 2010
Note BGN'000 BGN'000
Proft / (Loss) B 6952 | 14 856
Other comprehensive income 2.3.1. 8 (32)
Foreign currency' translations 8 (32)
Total comprehensive income — 6960 14 824
including Total Comprehensive Income in the Group 7273 15 006
including Total Comprehensive Income under
Non-controlling Participations (313) (182)

The Notes on pages 7 to 7§ are an integral part of these Financial Statements.

Represented by:

Compiled by:
Daniela Mineva Karaslavova

Certified by:
Specialized Auditing Company “HLB Bulgasia® LTD

Sofia, 27 April 2012



TRACE GROUP HOLD PLC

CONSOLIDATED CASH FLOW STATEMENTS FOR THE FINANCIAL REPORTING 2011

2011
BGN'000
Cash flow from Operating activities
Cash inflows from contractors 493 575
Cash outflow to contractors (425 885)
Net cash flows in respect of Personnel and social insurance (22 398)
Taxes paid (excluding Corporate tax) (13 991)
Tax reimbursed (excluding Corporate tax) 4636
Corporate tax paid 2411
Cash outflow from interest and fees on operating credits teceived (258)
Cash outflows from profit distribution (300)
Net Foteign exchange gains / (losses) (12)
Other cash flows from operating activities (476)

TR CE

298 323
(258 150)
(18 053)
(6 106)
4608

(1 698)
(293)
(188)
(24)
(456)

Net Cash flows from Operating activitie 32 480 17.963

Cash flow from Investing activities

Cash outflows from acquisitions of Non-current assets (2 963)
Cash inflows from disposals of Non-current assets 83
Financial assets purchased (10)
Cash outflows from acquisitions of Financial assets

Cash outflows on Loans granted (360)
Cash inflows on Loans granted 43
Cash inflows from interest and fees on loans granted 14
Cash outflow from placed deposits (10)
Cash inflow from deposits placed 8
Cash inflow from interest on deposits placed 66

Cash inflows from Financial lease

Net cash from Investing activities 3 120

Cash flow from Financing activities
Cash outflows related to changes in participations in subsidiaries, which have not resulted
in loss of control

Cash inflows on Loans received 47 804
Cash outflow on Loans received (44 312)
Cash outflow from Interest and Fees on Loans received (2 015)
Cash outflows from Financial Lease (12 283)
Other cash flows from Financing activities 9)

Net cash from Financing activities

3 977)
14

800
(232)
788

40

433
32
71

(52)

13 642
(7770)
(699)
(13 605)
(3)

Net inctease / (decrease) in Cash and cash equivalents 18 545

7 445

Cash and cash equivalents as at January, 1st 13 818

6373

Cash and cash equivalents as at December 31st

C W\/rg y(‘a‘aw«/

=T

Compiled by:
Daniela Mineva Karaslavova

Certified by:
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TRACE GROUP HOLD PLC

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY AS AT 31.12.2011 TR ’ CE
Total equity
Share Share Revaluatio General Accumulate T(?tal Non-' Total
ital reminm 1 reserve and other d profit / equity for controlling equity
capi P reserves (loss) the Group  participatio ger]

ns

BGN'000 BGN'000 BGN'000 BGN'000 BGN'000 BGN'000 BGN'000 BGN'000

Changes in equity for the reporting year 2010 - - (22) 14 269 (208) 14 039 385 14 424
Other comprehensive income - - (22) - - (22) (10) 32)
Translations of foreign currency @) 22) (10) (32
Profit / (Loss) for the period 15028 15 028 (172) 14 856
P R T Y
reporting 2010 (22) 15028 15 006 (182) 14824
Dividends (579) 79) (579)
Profit distribution 14 269 (14 269) - -
Acquired / Discharged activities - 231 231

Changes in the participations in subsidiaries,
without losing control

714 | 72814

(388) (388) 336 (52)

Changes in equity for the reporting 2011 22 000 - 5 (7 089) (8 082) 6 834 (452) 6382
Other comprehensive income - - 5 - - 5 3 8
Translations of foreign currency 5 5 3 8
Profit / (Loss) for the period 7 268 - 7268 (316) 6 952

e 9 O Y e
reporting 2011 7.268 7273 (313) 6960
Dividends (578) (578) (578)
Profit distribution 10 876 4035 (14 911) - -
Reserves allocation 11124 (11124) - -

Changes in the participations in subsidiaries,

without losing control 139 139 (139) -

The Notes on pages 7 t 7 infegral part of the. inancial Statements.
DJ 7 n] o
Represented by: AW N

STPEAC TPV XOANAL,

Compiled by:
Daniela Mineva Karaslavoy/a

Certified by:
Specialized Auditing Company “HLB Bulgaria” LTD

Sofia, 27 April 2012



“TRACE GROUP HOLD” PLC
Consolidated Financial Statements for the year ending as at 31.12.2011

GENERAL INFORMATION

Corporate Name
“TRACE GROUP HOLD” PLC
Board of Directors

Chairman
Nikolay Ganchev Mihaylov

Members
Tsvetan Ivanov Tsonev
Manol Peychev Denev
Ivan Dimitrov Hristov
Miroslav Kalchev Manolov
Anton Nikolov Donchev
Maria Georgieva Kavardzhikova

Executive Directots
Nikolay Ganchev Mihaylov
Tsvetan Ivanov Tsonev

Compiler
Daniela Mineva Karaslavova

Lawyers
Miroslav Kalchev Manolov

Audit Committee
Marin Radoslavov Todorov
Svetla Stoilova Cheriyska
Kiril Ivanov Petkov
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The Republic of Bulgaria
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«“TRACE GROUP HOLD” PLC TR%%(E

Consolidated Financial Statements for the year ending as at 31.12.2011

Servicing banks
UniCredit Bulbank Ple.
MKB Unionbank Plc.

First Investment Bank Plc.
Corporate Commercial Bank Ple.
United Bulgarian Bank Ple.
SG Expressbank Plc.
Piraeus Bank Plc.

Principle activities and core activities of the Group
Building and construction works
Project Management in the fields of building and road constructions
Consulting services
Trade activities
Rental (sublease) of Non-current assets

Date of the Financial Statements
31.12.2011

Financial Statements’ period — current period
The yeat beginning as at 01.01.2011 and ending as at 31.12.2011

Time scope of the comparative information
The year beginning as at 01.01.2010 and ending as at 31.12.2010

Date of authorization of the Financial Statements for issue
27.04.2012.

The Body that has approved and authorized the Financial Statements for issue
The Board of Directors of “Trace Group Hold” Plc. by a decision entered in Protocol, dated
27.04.2012

The Financial Statements are the Consolidated Financial Statements of “Trace Group
Hold” Plc. and its subsidiaries.

In compliance with the legislative requirements, the Consolidated Financial Statements will be
publicized in the Financial Supervision Commission, the Bulgarian Stock Exchange — Sofia Plc.
and the Commercial Register.



“TRACE GROUP HOLD” PLC
Consolidated Financial Statements for the year ending as at 31.12.2011

The consolidated entities are:

TRACE GROUP HOLD PLC — parent entity
Principal activities: Acquisition, management, valuation and disposal of participations in Bulgarian and
foreign entities, construction of road facilities and road infrastructure

TRACE BOURGAS JSC BOURGAS — 100% ownership of Trace Group Hold Plec.
Principal activities: Construction and reconstruction of roads and road facilities.

PSI JSC STARA ZAGORA - 98.02% ownership of Trace Group Hold Ple.
Principal activities: Construction and reconstruction of roads and road facilities, current repairs and winter

maintenance.

TRACE TRANS LTD — 100% ownership of Trace Group Hold Ple.
Principal activities: Transport activities, repairs and maintenance of transport vehicles, rental (sublease) of

transport vehicles and complex transport services.

USM JSC STARA ZAGORA~- 99.69% ownership of Trace Group Hold Ple.
Principal activities: Heavy machinery; Repair of heavy machinery.

PSF MOSTINJENERING JSC YAMBOL — 95.35% ownership of Trace Group Hold Plc.
Principal activities: Construction and reconstruction of roads and road facilities.

CONSTRUCTION COMPANY TRACE JSC STARA ZAGORA - 65% ownership of Trace Group
Hold Ple.
Principal activities: High construction, production of concrete and concrete products.

AUGUSTA TRACE LTD STARA ZAGORA - 100% ownership of Trace Group Hold Ple.
Principal activities: Security related activities.

STROYINJENERING KAZANLAK LTD KAZANLAK - 100 % ownership of Trace Group Hold Ple.

Principal activities: Current repairs and winter maintenance of roads.

RODOPA TRACE LTD SMOLYAN - 100 % ownetship of Trace Group Hold Plc.
Principal activities: Construction and reconstruction of roads and road facilities.

TRACE HOLIDAY LTD SOFIA — 100% ownership of Trace Group Hold Plc.
Principal activities: Travel and tourism, and trade activities in Bulgatia and abroad, hospitality activites, as
well as all types of auxiliary activities.

TRACE INTERNATIONAL LTD SOFIA — 100% ownership of Trace Group Hold Ple.
Principal activities: Construction, trade of construction materials and products, trade activities in Bulgatia
and abroad, trade representation and intermediation.

TRADE COMMERCE LTD SOFIA - 100% ownership of Trace Group Hold Ple.
Principal activities: Trade activities in Bulgaria and abroad, trade representation and trade intermediation.



“TRACE GROUP HOLD” PLC TR &
Consolidated Financial Statements for the year ending as at 31.12.2011

TRACE BUILD LTD SOFIA- 100% ownership of Trace Group Hold Ple.
Principal activities: High construction, metal forging, metal works, marketing, advertising and sales.

ROAD SIGNALIZATION AND FACILITIES LTD STARA ZAGORA - 100% ownership of Trace
Group Hold Ple.
Principal activities: Manufacturing and sales of equipment, and products related to road signalization.

TRACE KARDZHALI JSC KARDZHALI - 96.15% ownership of Trace Group Hold Plec.
Principal activities: Construction and reconstruction of roads and road facilities, current tepaits and

maintenance.

INFRASTROY LTD PLEVEN - 100% ownership of Trace Group Hold Ple.
Principal activities: Construction and reconstruction of roads and road facilities.

TRACE PLOVDIV LTD PLOVDIV — 100% ownership of Trace Group Hold Ple.
Principal activities: Construction and reconstruction of roads and road facilities.

TRACE ROADS LTD SOFIA — 100% ownership of Trace Group Hold Ple.
Principal activities: Construction, current repairs and maintenance of highways, roads, streets and the

surrounding them infrastructure.

TRACE SVOGE LTD - 100% ownership of Trace Group Hold Plc.
Principal activities: Construction and reconstruction of roads and road facilities.

TRACE SOFIA LTD SOFIA - 100% ownership of Trace Group Hold Ple.
Principal activities: Construction, current repairs and maintenance of highways, roads, streets and the

surrounding them infrastructure.

TRACE SVILENGRAD LTD - 60% ownership of Trace Group Hold Plc. and 40 % ownership of PSI
Ltd.

Principal actvities: Construction, current repairs and maintenance of highways, roads, streets and the
surrounding them infrastructure.

VIOR VELIKA MORAVA PLC, BELGRADE, SERBIA - 72.85% ownetship of Trace International Ltd

Principal activities: Design and supervision of water infrastructure projects and engineering activities.

TRACE AL JUNAIBI LTD, OMAN - 70% ownership of Trace Group Hold Plc.
Principal activities: Construction, repairs and maintenance of roads, highways, airport landing strips and

premises, sales of construction materials, services and equipment.

COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS METRO TRACE
ECONOMIC GROUP - 55% participation of Trace Group Hold Plc. and 15% participation of TRACE
SOFIA JSC

Principal activities: Construction of bridges and tunnels, and subways.

COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS METRO MLADOST
TRACE ECONOMIC GROUP - 55% participation of PSI JSC and 15% participation of TRACE
SOFIA JSC

Principal activities: Construction of bridges and tunnels, and subways.

10



“TRACE GROUP HOLD” PLC TR
Consolidated Financial Statements for the year ending as at 31.12.2011

COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS TRACE HIGHWAY —
75% participation of Trace Group Hold Ple. and 10% participation of PSI JSC
Principal activities: Construction and maintenance of highways.

COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS TRACE — PLEVEN -
51% participation of Trace Group Hold Plc. and 49% participation of PSI JSC
Principal activities: Construction and reconstruction of roads and road facilities.

COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS TRACE - BG - 51%
participation of Trace Group Hold Plc. and 49% participation of PSI JSC
Principal activities: Construction and reconstruction of roads and road facilities.

COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS TRACE - CENTER -
70% participation of Trace Group Hold Plc. and 30% participation of PSI JSC
Principal activities: Construction and reconstruction of roads and road facilities.

COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS TRACE RODOPI - 60%
participation of Trace Group Hold Plc. and 25% participation of PSI JSC
Principal activities: Construction and reconstruction of roads and road facilities.

COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS TRACE
ENGINEERING - 51% participation of Trace Group Hold Plc.
Principal activities: Infrastructure engineering.

COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS TRACE - 60%
participation of PSI JSC and 40% participation of CONSTRUCTION COMPANY TRACE JSC
Principal activities: Construction of premises and of construction facilities.

COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS TRACE — PLOVDIV -
60% participation of PSI JSC and 40% participation of TRACE PLOVDIV LTD
Principal activities: Construction and reconstruction of roads and road facilities.

COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS TRACE -
ASENOVGRAD - 60% participation of PSI JSC and 40% participation of TRACE PLOVDIV LTD
Principal activities: Construction and reconstruction of roads and road facilities.

COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS SERDIKA — 90%
participation of Trace Group Hold Ple.
Principal activities: Infrastructure engineering.

COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS PSI — TRACE - 60%
participation of PSI JSC and 40% participation of CONSTRUCTION COMPANY TRACE JSC
Principal activities: Construction of premises and of construction facilities.

COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS KARDZHALI - 51%
participation of PSI JSC and 49% participation of TRACE KARDZHALI JSC

Principal activities: Winter maintenance and general road repairs.

11



“TRACE GROUP HOLD” PLC ﬁ%
Consolidated Financial Statements for the year ending as at 31.12.2011 TR&?%(E

COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS KARDZHALI - 52%
participation of PSI JSC and 24% participation of TRACE KARDZHALI JSC
Principal activities: Winter maintenance and general road repairs.

COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS PSI -
STROYINJENERING - 51% participation of PSI JSC and 49% participation of STROYINJENERING
- KAZANLAK LTD

Principal activities: Winter maintenance and general road repairs.

COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS STARA ZAGORA 2010
- 55% participation of PSI JSC
Principal activities: Winter maintenance and general road repairs.

COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS DIANOPOLIS - 51%
participation of PSF MOSTINJENERING JSC

Principal activities: Winter maintenance and general road repairs.

COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS TRACE BOURGAS —
CC-13 TRANSSTROY JSC — 55% participation of TRACE BOURGAS JSC
Principal activities: Development of power outlet — cable network for the trolley bus transport.

COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS TRACE INJEKT - 60 %
participation of TRACE GROUP HOLD Ple. and 40% participation of TRACE SOFIA JSC
Principal activities: Current repairs and maintenance of road network and road facilities.

COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS SOFIA 2010 - 52 %
participation of PSI JSC
Principal activities: Preventive, general and winter maintenance and repairs, and rehabilitation works in

emergency situations.

COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS LOVECH 2010 — 60 %
participation of PSI JSC
Principal activities: Preventive, general and winter maintenance and repairs, and rehabilitation works in

emergency situations.

COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS ORUDITSA 2011 — 65.3
% participation of PSF MOSTINJENERING JSC
Principal activities: Overhaul of road network.

COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS EURO PARK 2011 - 51
% participation of PSF MOSTINJENERING JSC
Principal activities: Building and construction works on sites — city park and road reconstruction.

COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS HEMUS A2 - 60 %
participation of TRACE GROUP HOLD PLC
Principal activities: Highways’ design and construction.

12



“TRACE GROUP HOLD” PLC TR § CE
Consolidated Financial Statements for the year ending as at 31.12.2011 &%

COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS TRACE SVOGE - 60 %
participation of TRACE GROUP HOLD PLC
Principal activities: Construction of roads and road facilities.

COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS TRACE VIA - 95 %
participation of TRACE GROUP HOLD PLC
Principal activities: Infrastructure engineering.

COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS LOVECH 2011 - 82 %
participation of PSI JSC and 18% participation of RODOPA TRACE LTD
Principal activities: Winter maintenance of municipal road network.

Statement of Compliance
The Group prepares its Financial Statements in compliance with the International Financial Repotting

Standards (IFRS).

Basis of preparation of the Financial Statements, significant accounting policies applied
The most significant accounting policies, applied in preparing the Consolidated Financial Statements are
presented hereafter. The Consolidated Financial Statements are prepared in conformance with the
valuation principles for each type of assets, liabilities, income and expense, as required under IFRS. The
valuation basis is disclosed in detail. The Consolidated Financial Statements are prepated in compliance

with the going concern assumption.

Changes in the Accounting policy

The Group has adopted the following new and / or revised Standards and Interpretations to the IFRS,
developed and issued by the International Accounting Standards Board (IASB) and endotrsed by the
Committee, which have an effect over the Financial Statements of the entity and are compulsory for
annual periods beginning as of January 15t 2011:

s IAS 24 “Related Party Disclosures” (revised) — approved by the EU on July 19th 2010.
The revision amends the requirement of public sector entities to disclose in detail all transactions with the
Government and with other entities in the public sector.;

e IFRIC 19 “Extinguishing Financial Liabilities with Equity Insttuments” — approved by the EU on

July 231d 2010.

The revision clarifies the reporting of financial liabilides with pre-contracted conditions that foresee
settlements of the liabilities through issue of capital instruments for the creditor;

e  Annual improvements 2010, approved by the EU in 2011.
Significant effects, arising from the first time adoption of the new requirements, are not evident neither in
the cutrent, nor in the prior or future periods.
Annual improvements for 2010 include and amendments in the following Standards:

- Amendments to IFRS 1, relating to: the application of IAS 8 Accounting Policies, Changes in
Accounting Estimates and Errors that refer to the first set of Financial Statements, prepared in
compliance with the IFRSs; the usage conditions of the adopted value of the already evaluated assets and
such that are subject to regulation; additional requitements for the presentation of interim Financial
Statements; and amendments relating to the application of IFRIC 19 Extinguishing Financial Liabilities
with Equity Instruments.

- Amendments to IFRS 3, relating to: the evaluation of non-controlling interests as at acquisition date,
business combination with share based payment; and pricing of business combinations.

13



“IRACE GROUP HOLD” PLC
Consolidated Financial Statements for the year ending as at 31.12.2011

- Amendments to IFRS 7, relating to: the disclosure of qualitative and quantitative information and the
users’ needs; the assets’ acquisition, resulting from realized collateral and their recognition under different
IFRS; and the implementation period of the amendments relating to the changes in IFRS 3.

- Amendments to IFRS 8, concerning the petiod as of which the changes, relating to the amendment of
IAS 24 Related Party Disclosures shall be applied.

- The amendment to IAS 1 clarifies the requirements regarding the disclosure on all components of equity,
influenced as a result of other comprehensive income incurred.

- The amendment to IAS 21 clarifies that the amendments to the standard come in effect as of the period
of which the amendments to IAS 27 Consolidated and Separate Financial Statements (Revised 2008) are
effective.

- The amendment to IAS 28 clarifies that the amendments in the standard come in effect as of the period
of which the amendments to IAS 27 Consolidated and Separate Financial Statements (Revised 2008) are
effective.

- The amendment to IAS 31 clarifies that the amendments in the standard come in effect as of the petiod
of which the amendments to IAS 27 Consolidated and Separate Financial Statements (Revised 2008) are
effective.

- The amendment to IAS 32 clatifies that the amendments in the standard come in effect as of the period
of which the amendments to IFRS 3 Business Combinations (revised 2008) are effective.

- The amendment to IAS 32 specifies how to carty certain rights when the issued instruments are
denominated in curtencies, other than the functional curtency of the issuer.

- The amendment to IAS 34 regulates the need of disclosure of transactions, events and other
information, material to the interim financial reports that update the relevant information in the last
annual Financial Statements.

- The amendment to IAS 39 clarifies that the changes in the standard come in effect as of the petiod in
which the amendments to IFRS 3 Business Combinations (revised 2008) is effective.

- The amendment to IFRIC 13 refers to the definition of the fair value of the award credits.

- The amendment to IFRIC 14 targets to eliminate certain adverse effects, arising from the treatment of
prepayments of future pension contributions, where there is a minimum funding requirement.

Standards, amendments and interpretations that have not yet come in effect and are not applied
by the entity as of an earlier date

As at the date on which these Financial Statements were approved for issue, certain new standards,
amendments and interpretations to the existing standards, were published. Nonetheless, such have not yet
come in effect and have not been applied by the entity as of an earlier date.

IFRS 1 First time Adoption of the International Financial Reporting Standards

The amendments to IFRS 1 concern the period as of which the changes, conducted with regards to the
amendment to IFRS 7 “Financial Instruments: Disclosures”, should be applied.

IFRS 7 Financial Instruments: Disclosute

The amendment to IFRS 7 leads to greater transparency in the accounting of transactions involving the
transfer of financial instruments and facilitates the understanding of the users of the Financial Statements
in respect of the exposure to risks in the transfer of financial assets and their impact on the entity's
financial position, especially in the case of secutitization of financial assets.

The Management expects that all innovations shall be included in the entity's accounting policy for the
first reporting petiod, beginning after the date on which such shall come in effect.
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Annual improvements 2011, effective for further periods that have not yet been adopted by the
EU:

IFRS 1 First-time Adoption of the International Financial Reporting Standards (amended)
(effective for annual periods beginning as at or after January 01st 2013)

There are two amendments to the Standards. The first specifies the terminology with regards to the date
of transition to the IFRS. The second allows and provides guidelines to entities, operating in
hyperinflationary economies, which have not been in a position to meet the requirements of IFRS, to
switch to presenting their Financial Statements in compliance with the latter.

IFRS 7 Financial Instruments: Disclosures (amended) (effective for annual periods beginning as at or
after January 15t 2013)

The amendments to the Standards relate to the expanded disclosure requirements regarding compensation
of financial assets and liabilities. This will assist the users of the Financial Statements to better assess the
effect and the potential of such offsetting of financial assets and HLabilities. The amendments also aim to
facilitate comparability between the Financial Statements prepared under IFRS and the ones prepated
under the General Acceptable Accounting Practices in the United States.

IFRS 7 Financial Instruments: Disclosures (amended) (effective for annual periods beginning as at or
after January 1st 2015)

The amendments to the Standard refer to the introduced disclosure requirements with regards to the
initial adoption of IFRS 9.

IFRS 9 Financial instruments (effective for annual periods beginning as of or after 01 January 2015)

IFRS 9 represents the first part of the Internatonal Accounting Standards Board’s (IASB) project to
replace TAS 39 “Financial Instruments: Recognition and Measurement”. It replaces the evaluation of the
four categories of financial assets under IAS 39 with classification based on one principle. IFRS 9 requites
all financial assets to be measured either at amortized cost or at fair value. IFRS 9 eliminates the need of
several impairment methods by providing an impairment method only for the assets catried at amortized
cost. Additional sections with regards to the impairment and hedge accounting are still under
development. The entity’s management should assess the effect of the amendments on the Financial
Statements. However, the Management does not expect the amendments to come in effect before the
publication of the entire Standard’ sections and before their overall effect can be assessed.

IFRS 10 Consolidated Financial Statements (effective for annual periods beginning on or after January
15t 2013)

IFRS 10 establishes the principles for preparaton and presentation of the Consolidated Financial
Statements for entities that control one or more entites. The Standard replaces the definitions and
principles, set out under IAS 27 and SIC 12 by defining new definitions of control. IFRS 10 stipulates that
the investor controls an entity, when and only when the following three conditions are simultaneously
present: control over the entity, he / she is exposed to variable returns on his / her patticipation and has
the opportunity to influence the amount of the latter.

IFRS 11 Joint Arrangements (effective for annual periods beginning on or after January 1st 2013)

IFRS 11 introduces new requirements on joint arrangements, replacing those set under IAS 31 and SIC
13. The standard eliminates the possibility of proportionate consolidation — transitional provisions are
provided. Moreover, IFRS 11 removes the option to account the jointly controlled assets and defines joint
arrangements and joint ventures.

IFRS 12 Disclosure of Interests in Other Entities (effective for annual periods beginning on or after
January 15 2013)

The objective of IFRS 12 is to establish detailed disclosure requirements, which to assist the users of the
Financial Statements to evaluate: the nature and risks associated with participation in other entities and the
effects of such risks on the results, the financial position and cash flows of the entty-investor. The
Standard applies to both consolidated and unconsolidated to entities in which a company has an interest.
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IFRS 13 Determination of the fair value (effective for annual periods beginning on or after January 1st
2013)

The objective of IFRS 13 is to replace the guidelines for determining and disclosing the fair value of the
existing IFRS with a separate Standard. The standard defines the fair value, provides guidance on how to
define and implement requirements for its disclosure. IFRS 13 does not amend the regulations in the
existing IFRS with regards to sites which should be evaluated and / or disclosed at fair value.

IAS 1 Presentation of Financial Statements (Revised) (effective for annual periods beginning on or
after July 1st 2012)

Amendments to IAS 1 are intended to improve the presentation of the components in the Statement of
comprehensive income, while maintaining the two provided opportunities for the presentation of: two
Statements — an Income statement and a Statement of comprehensive income or a single Statement of
comprehensive income. The amendments establish requirements for grouping of items in other
comprehensive income into two categories, respectively: items that will be subsequently recognized in
profit and losses, and such that will not be recognized in the current result. The taxes related to these
items should be presented accordingly.

IAS 12 Income Taxes (Revised) (effective for annual periods beginning on or after January 15t 2012)

The standard requires entities to assess the deferred tax relating to assets, depending on how their net
book value is expected to be recovered - through use or sale. Because investment properties, carried at fair
value under IAS 40 “Investment property” are subjective and difficult to determine what portion of the
recovery will be by subsequent use or by sale, an exception to that principle is introduced - rebuttable
presumption that the carrying value of the disclosed investment properties will be recovered only by sale.
As a result, the amendments to the standard are included in the guidelines of SIC 21 “Income Taxes -
Recovery of Revalued Non-Depreciable Assets” and the interpretation was amended.

IAS 19 Employee benefits (amended) (effective for annual periods beginning on or after January 1st
2013)

The major amendments to the standards relate to the removal of the cotrridor method — excess over 10 %.
The requirements relating to the recognition and disclosure of plans, representing the defined benefit plan
are amended and supplemented. The guidelines for separate presentation of changes in the assets and
liabilities under defined benefit plans are specified so that such are not considered as transactions in the
operating activities.

IAS 27 Separate Financial Statements (Revised) (effective for annual periods beginning on or after
January 15t 2013)

The amendments relate to the issue of IFRS 10, the revised IAS 27 Separate Financial Statements
supersedes JAS 27 Consolidated and Separate Financial Statements. The requirements in terms of
consolidation have been amended and are transferred to the new IFRS 10 Consolidated Financial
Statements.

IAS 28 Investments in associates (revised) (effective for annual periods beginning on or after January
15 2013)

The amendments relate to the adoption of IFRS 10, IFRS 11 and IFRS 12.The revised IAS 28
Investments in associates and joint ventures supersedes IAS 28 Investments in Associates.

IAS 32 Financial Insttruments - Presentation (Revised) (effective for annual periods beginning on or
after January 15t 2014)

The amendments related to requirements, introduced with regards to the offsetting of financial assets and
liabilities reflected and in IFRS 7.

Presentation of the Consolidated Financial Statements
The Consolidated Financial Statements are presented in compliance with IAS 1 Presentation of Financial
Statements (revised 2007).
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Consolidation basis
The Group prepares the Consolidated Financial Statements in compliance with the requirements of IAS
27.
The Group includes “T'race Group Hold” Plec., the parent, and its subsidiaties.
A subsidiary is an entity, including an unincorporated entity such as a partnership that is controlled by
another entity (known as the parent).
Non-controlling interest is the equity in an entity, not attributable directly or indirectly to the parent.
The Financial Statements of the parent and its subsidiaties, used in the preparation of the Consolidated
Financial Statements, are prepared as of the same reporting date.
The Consolidated Financial Statements are prepared using uniform accounting policies for like
transactions and other events in similar citcumstances.
The income and expenses of a subsidiaty are included in the Consolidated Financial Statements from its
acquisition date. The income and expenses of the subsidiaty are based on the values of the assets and
liabilities, recognized in the parent’s Consolidated Financial Statements at the acquisidon date.
Non-controlling interests are presented in the Consolidated Statement of Financial Position within equity,
separately from the equity of the owners of the parent.

Profit or loss and each component of other comprehensive income are attributed to the owners of the
parent and to the non-controlling interests. The total comprehensive income is attributed to the owners of
the parent and to the non-controlling interests, even if this results in the non-controlling interests having a
deficit balance.

Changes in the parent’s ownership interest in a subsidiary that do not result in a loss of control are
accounted for as equity transactions (i.e. transactions with owners in their capacity as owners).

If a parent loses control of a subsidiary, the parent accounts for all amounts recognized in other
comprehensive income, relating to that subsidiary on the same basis as would be required if the parent had
directly disposed the related assets or liabilities. Therefore, if a gain or loss, previously recognized in other
comprehensive income, would be reclassified to profit or loss on the disposal of the related assets or
liabilities, the parent reclassifies the gain or loss from equity to profit or loss (as a reclassification
adjustment) when it loses control of the subsidiary.

On the loss of control of a subsidiary, any investment retained in the former subsidiaty and any amounts
owed by or to the former subsidiaty are recognized and accounted for in accordance with other IFRSs, as
of the date when control is lost.

The fair value of any investment retained in the former subsidiary at the date when control is lost is
regarded as fair value on initial recognition of a financial asset, in accordance with IAS 39 or, when
appropriate, at the cost on the initial recognition of an investment in an associate or jointly controlled
entity.

Business Combinations

All business combinations are accounted for by applying the acquisiion method, which requires
recognizing the acquired entity’s (acquiree’s) identifiable assets and liabilities assumed, including the
contingent liabilities, regardless of whether such were recognized in the Financial Statements of the
acquitee prior to the business combination ot not. On initial recognition, the assets and liabilities of the
acquired subsidiary ate included in the Consolidated Statement of Financial Position at their acquisition-
date-fair value, which in conformance with the Group’s accounting policy, serves as a basis for
subsequent measurement. Goodwill is recognized after identifying all identifiable intangible assets and it
represents the excess of cost over the fair value of the Group’s share of the identifiable net assets of the
acquired company, as at acquisition date. Any excess of the identifiable net assets over the acquisition cost
is recognized immediately after the acquisition in profit or loss.
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Changes in the Accounting policy
The accounting policy adopted is consistent with the accounting policy applied in the previous reporting
petiod.

Current and Non-curtent Assets
The Group classifies an asset as cutrent, when it satisfies any of the following criteria:
e Itexpects to realize the asset, or it intends to sell or consume it, in its normal operating cycle;
e It holds the asset primarily for the purpose of trading;
e Itexpects to realize the asset within twelve months after the reporting petiod;
ot
e the asset is cash or cash equivalents (as defined in IFRS 7), unless the asset is restricted from
being exchanged or used to settle a liability for at least twelve months after the reporting petriod.
An asset is classified as non-current, unless it satisfies the criteria for classifying it as curtent.

Property, Plant and Equipment
In the Consolidated Financial Statements, property, plant and equipment are presented at histotic cost,
modified by conducted revaluations, disclosed by the National Statistics Institute of Bulgatia, in
conformance with the effective as at December 2001 legislation and one-off revaluations at fair value,
based on reports of licensed evaluators as at 31.12.2004, less accumulated depreciation and the
impairment losses incurred. The derived to values from these valuations are adopted as substitute
(analogue) of the acquisition cost — as deemed cost.

Assets are recognized as property, plant and equipment when they satisfy the criteria for recognition in
IAS 16, and have an acquisition cost equal to or higher than 700.00 BGN. In compliance with the
approved accounting policy, assets that have an acquisition cost less than the above stated, are recorded as
current expense in the period of acquisition. On their acquisition, each item of property, plant and
equipment is valued at its acquisition cost, as determined in compliance with the requirements of IAS 16.

In conformance with IAS 16, the Group has adopted the practice to recognize each item of propetty,
plant and equipment at acquisition cost less the accumulated depreciation and the accumulated

impairment losses.

Subsequent costs relating to an item of property, plant and equipment are recognized as an inctease in the
carrying amount of the asset if the recognition principle, determined under IAS 16, has been applied.

The expenses for the day-to-day “repairs and maintenance” of property, plant and equipment are
recognized in profit or loss as incurred.

The cattying amount of an item of property, plant and equipment is derecognized:

- on the asset’s disposal;

or

- when no future economic benefits are expected from the asset’s use ot disposal;

The gain or loss arising from the derecognition of an item of property, plant and equipment shall be
included in profit or loss when the item is derecognized, unless IAS 17 requires otherwise on a sale and
leaseback. Gains or losses arising from the derecognition of an item of property, plant or equipment are
determined as difference between the net disposal proceeds, if any, and the cartying amount of the asset.
They are not classified as revenue / expense.

When in the course of its ordinary activities the Group routinely sells assets of property, plant and
equipment that it had held for rental to others, it transfers such assets to inventoties, at their carrying
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amount, when they cease to be rented and become held for sale. In compliance with IAS 18 Revenue, the
proceeds, generated from the sale of such assets, are recognized as revenue. IFRS 5 does not apply when
assets that are held for sale in the ordinary course of business are transferred to inventories.

Property, plant and equipment are depreciated on the straight-line method, over the period of their
expected useful life.

The residual value and the useful life of the assets are reviewed at each financial year-end and, if
expectations differ from previous estimates, the change(s) are accounted for as a change in the accounting
estimates, in accordance with IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors.
Depreciation begins when the property, 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.
Depreciation of an asset ceases at the eatlier of the two dates:

- the date that the asset is classified as held for sale, in accordance with IFRS 5.

- the date that the asset is derecognized.

Depreciation does not cease when the asset becomes idle or is retired from active use.

The average useful life, in years, of the main groups of non-current tangible assets is as follows:

Group of non-current tangible assets Useful life
in years

Buildings 50

Equipment 25

Machinery, production machinery and equipment, acquited prior to 01.01.2006 10

Machinery, production machinery and equipment — new, acquired after 31.12.2005 15

In particular: asphalt mixing plants and installations — new, acquired after 31.12.2005 20

In particular: marshalling-grinding mills and installations — new, acquired after 31.12.2005 20

Transport vehicles

All other depreciable assets 7

Impairment of Property, Plant and Equipment
In conformance with the requirements of IAS 306, an assessment is conducted as at balance sheet date on
whether there are indications that the value of property, plant and equipment is impaired. In the event of
such indications, the recoverable value of the asset is estimated and the impairment loss is determined.

Investment Properties
In compliance with IAS 40, land and / or buildings, and / ot parts of buildings, held mainly with the
purpose to earn rentals or for capital appreciation or both, are recognized as investment property. A
property that is being constructed or developed for future use as an investment property is also
recognized as investment property.
An investment property is recognized as an asset when, and only when it is probable that the future
economic benefits that are associated with the investment property will flow to the entity and the cost of
the investment property can be measured reliably.
Transfers to, or from, investment property shall be made when, and only when, there is a change in the
usage, evidenced by:

e commencement of owner-occupation - transfer from investment property to owner-occupied

property;
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e commencement of development with the purpose of sale - transfer from investment property to
inventoties;

* end of owner-occupation - transfer from owner-occupied property to investment property;

or

e commencement of an operating lease to another party - transfer from inventories to investment
property;

In compliance with IAS 40, investment propetties are initially measured at cost, the later including and the
transaction costs related with the acquisition.

After initial recognition, investment property is measured using the cost model. Investment property is
measured at acquisition cost less all the accumulated depreciation and impairment losses. After its initial
recognition, investment property is measured in compliance with the requitements of IAS 16 related to
this model.

Investment property is detecognized on retirement (disposal ot by entering into a financial lease) or when
the investment property is permanently withdrawn from use and no future economic benefits are
expected from its disposal. In determining the date of disposal for an investment property, the criteria in
IAS 18 for recognizing revenue from the sale of goods is applied, and consideration is given to the related
guidance in the illustrative examples accompanying IAS 18. IAS 17 applies to a disposal, effected by
entering into a finance lease, ot to a sale or leaseback.

Gains ot losses arising from the retirement or disposal of investment property are detetmined as the
difference between the net disposal proceeds and the carrying amount of the asset, and are recognized in
profit or loss in the petiod of the retirement, or disposal, unless IAS 17 requires otherwise on a sale or

leaseback.

Impairment of Investment Properties
In conformance with the requirements of IAS 36, an assessment is conducted as at balance sheet date on
whether there are indications that the value of the investment property is impaired. In the event of such
indications, the recoverable value of the investment property is estimated and the impairment loss is

determined.

Intangible Assets
The Group recognizes the identifiable non-monetary assets, without physical substance, as intangible
assets, when such meet the definition of intangible assets and the recognition criteria under IAS 38.
An intangible asset is recognized if, and only if it is probable that the expected future economic benefits
embodied in the asset, will flow to the entity and the cost of the asset can be reliably measured.
Intangible assets are measured initially at cost.
The cost of a separately acquired intangible asset is determined in conformance with IAS 38 and
comprises:
- its purchase price, including import duties and non-refundable purchase taxes, after deducting trade
discounts and rebates;
and
- any directly attributable cost of preparing the asset for its intended use.
The cost of an intangible asset, acquited in exchange for a non-monetary asset, is measured at fair value,
unless:
- the exchange transaction lacks commercial substance;
ot
- the fair value of neither the asset received nor the asset given up is reliably measurable.
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The acquired asset is measuted in this way, even if the entity cannot immediately derecognize the asset

given up. If the acquired asset is not measured at fair value, its cost is measured at the cartying amount of

the asset given up.

In compliance with IAS 38, the acquisition cost of an internally generated intangible asset is the cost of

that asset, comprised of the sum of expenditure incurred from the date when the intangible asset first met

the recognition criteria.

After initial recognition, intangible assets are carried at their cost less any accumulated amortization and

any accumulated impairment losses.

The Group assesses whether the useful life of an intangible asset is finite or indefinite and, if finite, the

length of, or number of, production, or similar units, constituting that useful life.

An intangible asset is regarded as having an indefinite useful life when, based on an analysis of all of the

relevant factors, there is no foreseeable limit to the period over which the asset is expected to generate net

cash inflows for the entity.

Intangible assets with a finite useful life are amortized, while intangible assets with indefinite useful life are

not.

The intangible assets that are subject to amortization are amortized on the straight line method over their

useful life.

Amorttization begins when the asset is available for use, i.e. when it is in the location and conditon

necessaty for it to be capable of operating in the manner intended by Management.

Amortization ceases at the eatlier of:

- the date that the asset is classified as held for sale (ot included in a disposal group that is classified as
held for sale) in compliance with IFRS 5

And

- the date that the asset is derecognized.

The average useful life, in years, of the main groups of intangible assets, subject to amottization is as

follows:

Group of Intangible assets Useful life, in
years

Computers, peripherals, software 5

All other amortized assets 7

Assets with a finite useful life Per contract

Impairment of Intangible Assets
In conformance with the requirements in IAS 36, an assessment is conducted as at balance sheet date on
whether there are indications that the value of the intangible assets is impaired. In the event of such
indications, the recoverable value of the intangible assets is estimated and the impairment loss is

determined.

Financial Assets
When recognizing financial assets, the Group applies IAS 32 and TAS 39.
A financial asset is any asset that is:
- cash;
- an equity instrument of another enterprise;
- a contractual right:
- to receive cash or other financial assets from another entity; or
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- to exchange financial assets or financial liabilities with another entity, under conditions that are
potentially favourable to the entity;
- a contract that will or may be settled by the issuer’s own equity instruments and is:
¢ a non-derivative for which the entity is or may be obliged to teceive a variable number of the
entity’ equity instruments; or
e a2 derivative that will or may be settled by the exchange of a fixed amount of cash or another
financial asset for a fixed number of the entity’s own equity instruments. For this purpose, the
own equity instruments do not include puttable financial instruments, classified as equity
instruments that impose on the entity an obligation to deliver to another party a pro rata share of
the net assets of the entity only on liquidation, or instruments that are contracts for the future
receipt or delivery of the entity’s own equity instruments.

In conformance with the requirements of IAS 39, Financial instruments — assets are classified in the
following categories:
e financial assets at fair value through profit or loss
- financial assets held for trading
- on initial recognition, designated by the Group at fair value through profit or loss
¢ Held-to-maturity investments
e Loans and receivables
e Available-for-sale financial assets.
The Group recognizes a financial asset ot a financial liability in the Statement of Financial Position when,
and only when, itis a party to the contractual terms of the insttument.

On inidal recognition, financial assets are measured at fair value plus, in the case of financial assets that are
not measured at fair value though profit or loss, the transaction costs that are directly related to the
acquisition or to the issue of the financial asset.

After their initial recognition, the Group measures financial assets as follows:

e At fair value
- Financial assets recognized at fair value through profit or loss;
- Available-for-sale financial assets.
Exception to the above are investments in equity instruments that do not have a quoted market price in
an active market and whose fair value cannot be reliably estimated, as well as detivatives indexed to
unquoted equity instruments or such which must be settled by a transfer of such unquoted equity
instruments, which are measured at cost.

e Atamortized cost, using the effective interest rate method
- Loans and receivables;
- Held-to-maturity investments.

Financial assets’ gains and losses:
e Gains and losses arising from changes in the fair value of financial assets ate recognized as
follows:

¢ Gains or losses arising from a financial asset or a financial liability that it is classified as measured
at fair value thought profit or loss are recognized in the Income Statement.

e Gains or losses arising from an available-for-sale financial asset are recognized in other

comprehensive income, with the exception of impairment losses and exchange rate gains and
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losses until the financial asset’s detecognition. At that point, the accumulated gain or loss,
previously recognized in other comprehensive income is reclassified from equity to profit or loss
as a reclassification adjustment.
The interest that is measured using the effective interest rate method is recognized in the Income
Statement.
When the entity’s right to receive a payment is established, dividends from own equity instruments that
are available-for-sale are recognized in the Income Statement.
The gains or losses, related to financial assets measured at amortized cost, ate recognized in the Income
Statement when the financial asset ot financial liability is written-off, ot impaired, or amottized.

The Group derecognizes a financial asset when:
e the contractual rights over the cash flows from that financial asset have expited; ot

e it transfers the financial asset, when the contractual rights to receive cash flows from that financial
asset are transferred, or the contractual rights to receive cash flows from that financial asset are
retained, but has assumed a contractual obligation under an agreement to pass those cash flows
on to one or more recipients and the transfer satisfies the criteria for derecognizing, in
conformance with IAS 39.

Derecognizing conditions:

¢  Once the Group transfers financial assets it then determines the extent to which it will retain the
risks and rewards of the ownership of the financial assets;

e if the Group transfers substantially all the risks and rewards of ownership of the financial asset, it
derecognizes the financial asset and recognizes separately, as assets or liabilities, all the rights and
obligations, established or maintained in the transfer;

e if the Group retains substantially all the risks and rewards of the financial asset’s ownership, the
Group continues to recognize the financial assets as such;

e if the Group neither transfers, nor retains substantially all the risks and rewards of the financial
asset’s ownership, the Group assesses whether it has retained control of the financial asset. In this
case:

- if the Group has not retained control, the Group derecognizes the financial asset and recognizes
separately, as assets or liabilities, all the rights and obligations, established in the transfer;

- if the Group has retained control, the Group continues to recognize the financial asset to the
extent to which it has continuing involvement in the financial asset.

When a financial asset is derecognized, the difference between:

a) its net book value; and

b) the amount of the consideration received (this including all new assets received minus all new
liabilities assumed) and any accumulated gains or losses that were recognized ditectly in equity, are

recognized in the Income Statement.

Impairment and uncollectability of financial assets

At balance sheet date, the Group assesses whether there is objective evidence of impairment of a financial
asset ot a group of financial assets.

A financial asset or a group of financial assets ate considered as impaired, and impairment losses as
incurred, when there is objective evidence of impairment as a result of one or mote events that occurred
after the initial recognition of the asset (a “loss” event) and when that loss event (or events) has an impact
on the estimated future cash flows of the financial asset, or group of financial assets, that can be reliably
estimated. It may not be possible to identify a single, discrete event, which caused the impairment. Rather
the combined effect of multiple events may have caused the impairment.
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¢

Losses expected as a result of future events, no matter how likely they are, are not recognized.

Impairment of Financial Assets, recognized at amortized cost

If there is objective evidence that impairment losses on loans and receivables, or held-to-maturity
investments measured at amortized cost, have incurred, the amount of the loss is measured as the
difference between the assets’ catrying amount and the present value of the estimated future cash flows
(excluding future credit losses that have currently not been incutred) discounted at the financial asset’s
original effective interest rate for that financial asset (i.e. the effective interest rate computed at the asset’s
initial recognition). The carrying amount of the asset is reduced and the amount of the loss is recognized
in profit or loss.

Impairment of Financial Assets, recognized at cost

If there is objective evidence that impairment losses on a financial asset measured at cost have incutred,
the amount of the impairment loss is measured as the difference between the financial asset’s carrying
amount and the present value of the estimated future cash flows, discounted at the current rate of market
return for similar financial assets. The losses are recognized in profit or loss. Such impairment losses are
not subject to refund.

Impairment of financial assets available for sale

When a decline in the fair value of an available-for-sale financial asset is recognized directly in the equity
and there is objective evidence that the asset is impaired, the accumulated loss that is recognized in other
comprehensive income is removed from equity, and it is recognized in profit or loss, even if the financial
asset is not derecognized.

The amount of the accumulated loss, which is reclassified from the equity to profit or loss is the
difference between the cost (net of principal repayments and amortization) and the cutrent fair value, less
the financial asset’s impairment losses, previously recognized in profit or loss.

Impairment losses, recognized in profit or loss, relating to investments in equity instruments carried as
available-for-sale are not reversed through profit or loss.

Impairment losses, recognized in profit or loss, relating to a debt instrument, carried as available-for-sale

are reserved and the amount of the reversal is recognized in the profit or loss.

Cash and Cash Equivalents

Cash and cash equivalents include cash in hand and demand deposits, denominated in local cutrency
(BGN) and foreign currencies respectively.

Cash equivalents are current, highly liquid investments that are readily convertible to specific cash
amounts and contain insignificant risk of a change in their value.

The Group has adopted the policy to carry short-term deposits as cash and cash equivalents — namely,
deposits with maturity up to 3 months and such with longer matutity period, but in respect of which the
entity has full control over the invested cash resources and would not bear losses from movements in the
later. The accrued, yet not received as at year-end intetest on those deposits, are presented also as cash and

cash equivalents in the Statement of Financial Position,.

Shares and Interests
All investments are initially recognized at cost.
The cost method is a method of recognizing an investment, and under this method the investments are
measured at acquisition cost (cost). The Group recognizes the income, generated from the investment,
only to the degree to which it receives profit distributions from profits, accumulated subsequent to the
acquisition date in the entity in which the Group has invested. Profit distributions received, which exceed
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these gains are treated as return on investment and are recognized as a reduction in the acquisition cost
(cost) of the investment.

Investments in associates are measured using the equity method.

The investments that are not classified as subsidiaries and associates are recognized at fair value and are
catried as available-for-sale financial assets, as required under IAS 39. In cases of investments in capital
instruments, which do not have a quoted market price in an active market and whose fair value cannot be
reliably determined, the investments atre catried at acquisition cost (cost).

Investments, which in conformance with IFRS 5, are classified as Investment held-for-sale (or ate
included in a disposal group that is classified as held-for-sale) are recognized in conformance with that
IFRS.

Loans, Trade and Othet Receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active matket, other than:

e those Loans and receivables that the Group intends to sell immediately or in the near future,
which will be classified as Loans and receivables held for trading, and those designated on initial
recognition as assets at fair value thought profit or loss;

e those Loans and receivables that on initial recognition the Group identifies as Loans and
receivables available-for-sale; ot

e those Loans and trade receivables for which the holder may not recover substantially all of its
initial investment, other than because of credit deterioration, classified as available-for-sale.

Financial assets arising from the direct provision of goods, services, cash or cash equivalents (trade
receivables and loans) are classified as Loans and receivables.

Loans and receivables with fixed maturity are measured at amortized cost.

Loans and trade receivables with no fixed maturity are measured at cost.

Prepaid expenses relating to future reporting periods are presented as advance payments to suppliers and

are included in the trade receivables.

Recoverable Taxes
Recoverable taxes do not incur from contractual relations and are not classified in the financial assets’
categoties. These include:
- The amounts of recoverable income tax, relating to the taxable profit / taxable loss for the period and
the amounts paid with regards to the current and the prior period, exceeding the payable amounts.
- The amount of unused tax credit and off-setting, after the balance sheet date, and the amounts paid with
regards to the current and prior periods that exceed the amounts payable for other taxes.
Cutrent tax assets for the current and ptior reporting periods are measured at the amount expected to be
recovered by the tax authorities, when applying the tax rates and tax legislation that are effective, or are
expected to enter in-force, as at the end of the reporting period.

Inventories
When accounting for Inventories, the Group applies IAS 2.:
Inventories are assets:
- Held-for-sale in the ordinary course of business (commodities, goods);
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- In the process of production for such a sale (work in process);

- Inventories consumed in the production process or in the rendering of services (materials, raw
materials).

Inventories are valued at the lower of cost and net realizable value.

The cost of inventories comprises all costs of purchase, costs of conversion and other costs, incurred in

bringing the inventories to their present condition and location.

The inventories’ cost of purchase comprise the purchase price, import duties and other non-recoverable

taxes, transport and othets costs, directly attributable to the acquisition of finished goods, materials and

services. Trade discounts, rebates and other similar items are deducted in determining the costs of

purchase.

The inventoties” costs of conversion include direct costs and a systematic allocation of fixed and variable

production overheads that are incurred in converting materials into finished goods. Variable production

ovetheads are allocated to each unit of production on the basis of the actual use of the production

capacity.

Fixed production overheads are allocated to the cost of production on the basis of the normal production

capacity.

The total fixed production overheads, which are formed by the difference between the normal production

capacity and the actual use, are recognized as an expense in the period in which such are incurred.

Other costs are included in the cost of inventories, only to the extent that they are incutred in bringing the

inventoties to their present location and condition.

IAS 23 Borrowing Costs identifies limited circumstances where borrowing costs are included in the cost

of inventories.

Other costs excluded from the cost of inventories and recognized as an expenses in the period in which

they have incurred are:

- Abnormal amounts of wasted materials, labour and other production costs;

- Storage costs;

- Administrative overheads;

- Selling costs.

Cost of the services provided

Inventories are included in the cost of the services provided, to the extent that such are consumed in the
provision of these services. These costs consist primarily of the labour and the other personnel costs,
directly engaged in rendering the service, including supetrvisory personnel, and the attributable to those
overheads. Labour and other costs relating to sales and general administrative personnel are not included,
but ate recognized as expenses in the period in which they are incutred.

The consumption of inventories is measured at weighted average cost.

The cost of inventories may not be recoverable, if those inventories are damaged, if they have become
wholly or partially obsolete, or if their selling prices have declined. The cost of inventories may also not be
recovetable, if the estimated costs of completion or the estimated costs to be incurred in closing the sale
have increased. Inventories are written down to net realizable value item by item. In some circumstances
however, it may be appropriate to group similar or related items.

A new assessment of the net realizable value is conducted in each subsequent period. When the
circumstances that have previously resulted in write down of inventories below cost no longer exist, ot
when there is clear evidence of an increase in the net realizable value due to changes in the economic
circumstances, the amount of the write-down is reversed so that the new carrying amount is the lower of
the cost and the revised net realizable value. The reversal is limited to the amount of the write-down.

On sales of inventories, the cartying amount of those inventoties is recognized as an expense in the petiod

in which the related sales revenue is recognized. The amount of any write-down of inventories to net
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realizable value, as well as all the beard from inventoties losses, are recognized as an expense in the petiod
in which the write-down or the loss occurs. The amount of any reversal of write-down of inventories,
arising from an increase in the net realizable value, is recognized as a reduction in the amount of the cost
of inventoties, recognized in the period in which the reversal occurs.

Some inventories may be allocated to other assets” accounts, for example, inventory used as a component
of self-constructed property, plant or equipment. Inventories allocated in this way to another asset are
recognized as an expense during the useful life of that asset.

Assets held for sale
In compliance with IFRS 5, non-cutrent assets are classified as assets held for sale if their carrying amount
will be recovered principally through a sale transaction rather than through continuing use.
Assets held for sale are measured at the lower of their cartying amount and their fair value less the costs to
sell.
Impairment loss is recognized upon every initial, or subsequent, reduction in the value of the assets held
for sale.
In compliance with IAS 36 and IFRS 5, gains on any subsequent increase in the fair value, less the costs to
sell assets held-for-sale, are recognized to the amount of the cumulative impairment loss accrued.

Equity
The entity’s equity is comprised of:
Share capital, including:
e  The registered capital - presented at nominal value as per the court decision for the registration of
“Trace Group Hold” Ple.

If the Group reacquires its own equity instruments, those instruments (treasury shares) are deducted from
the equity. Neither profits, nor losses on the purchase, sale, issue or cancellation of the Group’s equity
instruments are recognized. The remuneration paid or received is recognized directly in equity capital.

When issuing or acquiring its own equity instruments, the Group incurs various expenses. Usually, such
expenses include registration and other statutory fees, legal charges, accounting and other professional
consulting charges, and other similar. In a capital transaction, the transaction costs are accounted as a
reduction in equity (net of any preferences associated with income tax) to the extent to which such are
additional costs, directly related to the capital transaction, which would otherwise have been avoided. The
cost related with a capital transaction, which was terminated without completion, ate recognized as an

expense.

Resetves, including:
e Revaluation reserves — formed by the revaluation of foreign investments into the presentaton
cutrency.
o General reserves — formed by profit distribution, in conformance with the requirements of the
Commertcial Act of the Republic of Bulgaria and the entity’s Articles of Incorporation.

¢ Other reserves — created pursuant to a decision of the owners of capital

Financial result, including:
The retained profits, accumulated from prior periods, as at year-end.
The accumulated from previous years losses, as at the year-end.

Profit / loss for the period.
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Current and Non-current Liabilities
A liability is classified as cutrent liability when it satisfies any of the following criteria:

e The entity expects to settle the liability in its normal operating cycle;

®  The entity holds the liability primarily for the purpose of trading;

¢ The liability is due to be settled within twelve months after reporting period; ot

e The entity does not have unconditional rights to defer the settlement of the liability for at least
twelve months after the reporting period.

Liabilities are classified as non-current, unless such satisfy the criteria to be classified as current.
Liabilities ate classified as cutrent when they are due to be settled within twelve months after the reporting

petiod, even if:

s the original term was for a period longer than twelve months; and

e an agreement to refinance, or to reschedule payments on a long-term basis, is completed after the
reporting period and before the Financial Statements are authorized for issue.

Financial Liabilities
When recognizing financial liabilities, the Group applies IAS 32 and IAS 39.
A financial liability is any liability that is:
- a contractual obligation:
® to deliver cash or another financial asset to another entity; or
® to exchange financial assets or financial liabilities with another entity, under conditions that are
potentially unfavourable to the entity; or
- a contract that will or may be settled in the Group’s own equity instruments and is:
* 2 non-detivative for which the entity is or may be obliged to deliver a variable number of the
entity’s own equity instruments; or
¢ 2 derivative that will or may be settled other than by the exchange of a fixed amount of cash or
another financial asset for a fixed number of the Group’s own equity instruments. For this
putpose, the Group’s own equity instruments do not include puttable financial instruments,
classified as equity instruments, which impose on the entity the obligation to deliver to the other
party a pro rata share of its net assets only on liquidation, or instruments that are contracts for the
future receipt or delivery of the entity’s own equity instruments.

In conformance with the requitements of IAS 39, the Financial instruments — liabilities are classified in the
following categories:
e Financial liabilities at fair value through profit or loss
- classified as held for trading
- on inidal recognition, designated by the entity at fair value through profit ot loss
e Financial liabilities at amortized cost
e Financial liabilities are recognized in the Statement of Financial Position when one of the entides
in the Group becomes a party to the contractual terms of the instrument.
On initial recognition, financial liabilities are measured at fair value plus, in the case of financial liabilities
that are not measured at fair value though profit or loss, the transaction costs that are directly attributable
to the acquisition, or to the issue of the financial liability.

Subsequent measurement of financial liabilities
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e At fair value
- Financial liabilities recognized at fair value through profit or loss;
With the exception of liabilities — derivatives, indexed to unquoted equity instruments and, which need to
be settled by a transfer of such unquoted equity instruments, whose fair value cannot be reliably measured
— that are carried at cost.

e Atamortized cost, using the effectve interest rate method
- all other financial liabilities

Financial liabilities gains and losses are recognized:
e Financial liabilities gains and losses, classified as measured at fair value thought profit or loss, are
recognized in the Income Statement;

e Financial liabilities gains or losses, measured at amortized cost, are recognized in the Income
Statement when the financial liability is derecognized and in the process of amottization;
Financial liabilities (or part of a financial liability) are derecognized when they are settled — ie. the
liability under a contract has settled, is cancelled or has expired.
When a financial liability is detecognized, the difference between the net book value of the financial
liability (or part of the financial liability) that is terminated or transfetred to third parties, and the amount
of the consideration paid, this including all the transferred and assumed non-cash assets and liabilities, is
recognized in the Income Statement.

Trade and Other Payables and Credits
Credits, trade and other payables are financial liabilities arising from the direct receival of goods, services,
cash or cash equivalents from creditors.
Subsequent to their initial recognition, credits and trade payables that have no fixed maturity are cartied at
their cost, estimated on acquisition.
Credits and payables with fixed maturity are measured at amortized cost.

Tax Liabilities
The current tax liabilities do not arise from contractual relatons and are not classified as financial
liabilities. These include:
- Current income tax for the current and prior reporting period is recognized as a liability to the extent
that such is not paid.
- Current tax liabilities as per the other tax laws.
Cutrrent tax liabilities for the current and prior reporting periods are measured at the amount, expected to
be paid by the tax authorities when applying the tax rates and tax legislation, effecting as at year-end.

Government Grants
In compliance with IAS 20, Government grants are assistance by the State (Government, the state
agencies and others similar Governmental bodies, which could be local, national or intetnational) in the
form of a transfer of resources to the Group’s entities, in return for past or future compliance with certain
conditions relating to the operating activities of the entities. They exclude those forms of Government
assistance, which cannot reasonably have a value placed upon them, and transactions with Government
that cannot be distinguished from the normal trading transactions of the Group.
Government grants related to assets are Government grants, whose primary condition is that a Group’s
entity, qualifying for them, should purchase, construct or otherwise acquire non-cutrent assets.
Government grants relating to income are Government grants other than those related to assets.
Government grants are classified as deferred income, which is recognized as profit on a systematic and
rational basis over the asset’s useful life.
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Government grants relating to income are classified as deferred income, which is recognized as profit

when the expenses in respect of which these Government grants are received are recognized.

Liabilities to the Personnel and Provisions for Long-term Employee Benefits
The labour and social security relations with the employees and the personnel of the Group follow on the
provisions of the Labour Code and the provisions of the in-force insurance legislation.
A fundamental obligation of the employer is to pay the compulsory social secutity contributions relating
to the hired personnel, namely the pension insurance contributions, health insurance contribution and
unemployment insurance contribution.
The amounts due in respect of the social security contributions are defined by law. The contributions are
propottionately allocated between the employer and employee. This proportion changes on an annual
basis and is determined under the Social Secutzity Code.
Other than the obligatory state social secutity, the law provides options for additional voluntary pension
and health insurance in voluntary funds.
The entity does not have an established, functioning, private voluntary insurance fund.
The insurance and pension schemes (plans), applied by the entity in its capacity of an employer, are based
on the Bulgatian legislation and are firmly pre- determined (defined benefit plans).
The short-tertm employee benefits (wages and salaties, payable within 12 months as of the end of the
petiod in which the employees rendered services related to these benefits) are recognized as an expense in
the Income Statement for the petiod in which labous, related to these benefits was provided, and as a
cutrent liability (net of all payments and deductions). As at the date of the annual Financial Statements, the
entity assesses the expected costs relating to accumulated annual paid leave, expected to be paid as a result
of the accumulated, unused, but entitled leave. The assessment includes the expenses for the employment
benefits and the expenses related to the obligatory social securities’ contributions, which the employer is
obliged to pay in respect this amounts.
In compliance with the Labour Code, the entity is obliged to pay employees a compensation on
retirement. Depending on the years of services in the entity, this compensation may vary between 2 and 6
gross monthly salaties, as at employment termination date. By their nature, these schemes represent
defined revenue plans.
The amount of these liabilities is determinated on the basis of estimates of their present value, conducted
by qualified actuatials, as at Balance Sheet date.

Provisions
Provisions are liabilities of uncertain timing or amount.
In accordance with the requirements under IAS 37, provisions are recognized when constructive or legal
obligations, resulting of past events, are present.
A legal obligation is an obligation that derives from:
e contract (through its explicit or implicit terms);
® legislation; or
e any other operation of law.
A constructive obligation is an obligation that detives from an entity’s actions whetre:
® by an established pattern of past practice, published policies or a sufficiently specific current
statement, the entity has indicated to other parties that it will accept certain responsibilities; and
® as a result, the entity has created a valid expectation on the part of those other parties that it will
discharge those responsibilities.
A provision is recognized when:

o the entity has a present obligation (legal or constructive) as a result of a past events;
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e itis probable that an outflow of resources embodying economic benefits will be required to settle
the obligation; and
e areliable estimate can be made of the amount of the obligation.
If these conditions are not met, no provision shall be recognized.
Provisions are recognized at the Management’s best estimate of the expenditure, required to settle the
present obligation at the end of the reporting petiod.
Provisions ate reviewed at the end of each reporting period and are adjusted to reflect the current best

estimate.

Liabilities held for sale IFRS 5
In compliance with the requirement of IFRS 5, the Group classifies the liabilities included in disposal
groups as liabilities held for sale. The liabilities are measured in accordance with the requirements of IFRS

5.

Deferred Tax Assets and Deferred Tax Liabilities
Deferred tax assets and Deferred tax liabilities are recognized for all temporary differences between the
tax base of the assets or the liabilities, and their catrying amount as at year end.
A deferred tax liability is recognized for tax amounts, payable in future periods, relating to temporary
taxable differences.
A deferred tax asset is recognized for the tax amounts, recoverable in future period, relating to deductible
temporary differences, unused tax losses and unused tax credits, to the extent that it is probable that
taxable profit will be available, against which the deductible temporary differences can be utilized.
Unrecognized deferred tax assets are reassessed at the end of each reporting period. The Group
récognizes the unrecognized in prior periods deferred tax assets to the extent that it has become probable
that future taxable profit will allow the deferred tax asset to be recovered.
The carrying amount of deferred tax assets is reassessed at the end of each reporting petiod. The catrying
amount of the deferred tax assets is reduced to the extent that it is no longer probable that sufficient
taxable profit will be available, to allow the benefit of part or all of that deferred tax asset to be utilized.
Any such reduction should be subsequently reversed to the extent that it becomes probable that sufficient
taxable profit will be available.
Defetred tax assets and liabilities should be measured at the tax rates that are expected to apply for the
petiod when the asset is realized, or the liability is settled, based on tax rates (and tax laws), enacted or
expected to enact as at Balance Sheet date.
Deferred tax assets and liabilities are recognized as income or as expense, and are included in the profit or
loss for the petiod, except to the extent that the tax arises from a transaction or an event, which is

recognized, in the same or in a different period, directly in equity.

Profit or Loss for the period
Unless otherwise required or permitted under the applicable IFRSs, duting the reporting petiod, the
Group recognizes all elements of income and expenses in profit or loss.
Some IFRSs define the circumstances under which specific items are recognized in the current petiod,
outside profit or loss. Other IFRSs require or permit components of Other comprehensive income, which
meet the definition of the income and expense Framework, to be excluded from profit or loss.

Expense

The Group records, on a current basis, the opetrating expenses pet economic elements and then allocates

those by function, in order to form the amount of expenses per fields and activities.
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Expenses are recognized when a decrease in future economic benefits, related to a decrease in an asset or
an increase of a liability, has atisen and this can be measured reliably.

Expenses for the current period are recognized when the related revenue is recognized

When economic benefits are expected to atise over several accounting periods and the associadon of
income and expense can only be broadly or indirectly determined, expenses are recognized on the basis of
systematic and rational allocation procedures.

Expenses are recognized in the income statement immediately when the expense produces no future
economic benefits or when, and to the extent that future economic benefits do not qualify, or cease to
qualify, for recognition as an asset in the balance sheet.

Expenses are recognized using the accruals principle of accounting. They ate measured at the fair value of
the payment or of the payables.

Revenue
Revenue is the gross inflow of economic benefits in the period that arise in the course of the ordinary
activities of the Group, when those inflows result in increases in equity, other than increases relating to
contributions from equity participants.
The Group records, on a current basis, income from ordinary activities, by types of activities.
Revenue is measured at the fair value of the consideration received or receivable.
Revenue is recognized in conformance with the adopted accounting policy of the following categoties of
revenue:
Revenue from the sale of goods is recognized when all of the following conditions have been satisfied:
e the significant risks and rewards of ownership of the products and goods are transferred to the
buyer;
o the entity retains neither continuing managerial involvement to the degree usually associated with
ownetship, nor effective control over the goods sold;
e the amount of revenue can be measured reliably;
e it is probable that the economic benefits associated with the transaction will flow to the entity;
and
¢ the costs incurred or to be incurred in respect of the transaction can be reliably measured.
When the outcome of a transaction involving the rendering of services can be estimated reliably, the
revenue associated with the transaction shall be recognized by reference to the stage of completion of the
transaction as at balance sheet date. The outcome of a transaction can be estimated reliably when all the
following conditions are satisfied:
e the amount of revenue can be measured reliably;
e itis probable that the economic benefits associated with the transaction will flow to the entity;
o the stage of completion of the transaction at the end of the reporting period can be reliably
measured; and
e the costs incutred for the transaction and the costs to complete the transacton can be measured
reliably.
Progress payments and advances received from customers often do not reflect the services performed.
The stage of completion of a contract is determined as the proportion that the costs incurred as at yeat-
end bear to the estimated total costs of the contract.
Revenue arising from interest, royalties and dividends is recognized when:
e it is probable that the economic benefits associated with the transaction will flow to the entity;
and
e the amount of the revenue can be reliably measured.

Revenue is recognized on the following basis:
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s interest is recognized using the effective interest method, as set out in IAS 39;
e royalties are recognized on an accrual basis, in accordance with the substance of the relevant
agreement; and

e dividends are recognized when the shareholder’s right to receive payment is established.

Unpaid interest, accrued prior to the acquisition of an interest-bearing investment — the subsequent
receipts of interest are allocated between pre-acquisition and post-acquisition petiods. Only the post-
acquisition pottion is recognized as revenue.

Equity securities’ dividends, generated from profits prior to the acquisition are recognized in profit or loss
when the right to receive a dividend is established, regardless of whether the dividends relate to profits
realized prior or after the acquisition.

Royalties are accrued in accordance with the terms of the relevant agreement and are usually recognized
on that basis unless, with regards to the substance of the agreement, it is more appropriate to recognize
revenue on some other systematic and rational basis.

Revenue is recognized only when it is probable that the economic benefits associated with the transaction
will flow to the entity.

When uncertainty arises about the collectability of an amount already included in revenue, the
uncollectible amount, or the amount in respect of which recovery has ceased to be probable, is recognized
as an expense, rather than as an adjustment of the amount of revenue originally recognized.

Rentals are recognized on a timely basis, for the contract’s term.

Net earnings per share

The computed main net earnings per share, corresponding to the profit or loss, subject to distribution
among the holders of ordinaty shares of the patent company, as well as, if such information is available—
the corresponding to the profit or loss, arising from subsequent activities, also subject to disttibution
among those shareholders.

The main net earnings per share is derived to when the profit or loss for the period, subject to distribution
among the holders of ordinary shares (numerator) is divided by the weighted average of the number of
ordinary shares, held in the period (denominator).

Operating Segments

An operating segment is a component of the Group:

e that undertakes business activities, which could generate revenue or incur expenses (including
revenue and expenses, related to transactions with other components of the Group)

e the operating results of which are reviewed on a timely basis by the Group’s Management,
responsible for the core operating decisions, when deciding on the tesoutces that should be
allocated to the segments and when assessing the results of its activities; and

e in respect of which separate financial information is available.

Several internal reporting segments, under a vertical structure, are established within the Group of Trace
Group Hold Ple. for reporting before the Management of the respective segment.

Regardless of the different construction activities, undertaken by the Group, all these refer to the same
sectot, using to a large extend the same resoutce. As a result of this, as well as due to the fact that
construction activities form neatly hundred per cent of the total activities of the Group’s entities, the
Management believes that the geographical principal is the most appropriate for presenting the activities’
segments. As of 2008, the activities of the Group have expanded and beyond the borders of Bulgaria, and
this allows activities to be segmented.
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Financial Risks
Credit risk
The risk that one party to financial instruments, assets of the Group, will fail to discharge their obligation
and cause a financial loss for the Group.
Liquidity risk
The risk that the Group will encounter difficulties in meeting its obligations, associated with financial
liabilities.
Market risk
The risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes
in the market prices. Market tisk comprises three types of risk:
Currency risk
The risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes
in foreign exchange rates.
Interest rate risk
The risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes

in the market interest rates.

Other price risk

The risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes
in the market prices (other than those arising from an interest rate or a curtency risk), regardless of
whether those changes are caused by factors specific to the individual financial instrument or its issuet, or
factors affecting all similar financial insttuments traded in the matket.

The Group’s overall risk management policy is focused and targets to reduce the potential negative impact
on the financial result.

The Group has adopted no policy to hedge financial risks.

The effects of changes in foreign exchange rates
The functional currency of the Group is the Bulgarian levs (BGN).
The presentation currency is the Bulgarian levs (BGN).
The amounts in the Financial Statements are in thousands of Bulgarian levs.
Foreign currency is any currency other than the functional currency of the Group.
Foreign currency transactions are recorded on initial recognition in the functional cutrency, by applying to
the foreign currency amount the spot exchange rate between the Bulgarian Levs and the foreign cutrency,
as issued by the Bulgarian National Bank (BNB) at the date of the transaction.
Foreign exchange gains and losses, atising from the settlement of cash items or from the translation of the
entity’s cash items at exchange rates, different from those at which they were translated upon their initial
recognition for the period, or in prior Financial Statements, are recognized as profit or loss for the period
in which such have incurred, with some exceptions, disclosed under IAS 21, of foreign exchange gains ot
loss, atising in respect of a cash items that by its nature represents part of the net investment in a reporting
economic unit, denominated in foreign activity.
Foreign exchange gains or losses occur when monetary items atise from foreign currency transactions and
the exchange rate at the transaction date is different from the exchange rate applied on the date of
settlement. When the transaction is settled within the same accounting period as that in which it occutred,
all the foreign exchange gains and losses ate recognized in that period. However, when the transaction is
settled in a subsequent accounting period, the foreign exchange gains or losses, recognized in each interim
petiod up to the date of settlement, is determined by the change in exchange rates during each petiod.
When a gain or loss on a non-monetary item is recognized directly in equity, any exchange component of
that gain or loss is recognized in other comprehensive income. When a gain or loss on a non-monetaty

34



“TRACE GROUP HOLD” PLC TR CE’
Consolidated Financial Statements for the year ending as at 31.12.2011

item is recognized in profit or loss, any exchange component of that gain or loss is recognized in profit or
loss.

When other IFRSs require some gains and losses to be recognized in equity and when such an asset is
measured in a foreign currency, IAS 21 requires the revalued amount to be translated using the rate at the
date the value is determined, resulting in a foreign exchange gain or loss that is also recognized in other
comprehensive income.

The Group revalues foreign currency items on a cutrent basis, during the reporting period, and as at year
end.

In this Financial Statements, foreign cutrency items as at 31 December 2011 are valued at the closing
exchange rate of the Bulgarian National Bank (BNB).

Accounting assumptions and Accounting estimates
As a result of the uncertainties, inherent in business activities, many items in Financial Statements cannot
be measured with precision but can only be estimated. Estimation involves judgments based on the latest
available, reliable information.
The use of reasonable estimates is an essential part of the preparation of Financial Statements and does
not undermine their reliability. Application of the International Financial Reporting Standards requites
that the Management applies certain accounting assumptions and accounting estimates in the preparaton
of the Financial Statements and in the valuation of some assets, liabilities, revenues and expenses. All
these are conducted on the basis of the Management’s best judgment as at the end of the reporting period.
The actual results could differ from those presented in the Financial Statements.
An estimate may need to be revised, if changes occur in the citcumstances on which the estimate was
based, or as a result of new information ot more experience obtained. The revision of an estimate does
not relate to prior periods and is not adjustment of an erros.
Any change in the applied measurement basis is a change in the accounting policy, and not a change in the
accounting estimates.
When it is difficult to distinguish between a change in the accounting policy and a change in the
accounting estimates, the change is treated as a change in the accounting estimates.
The effect of changes in the accounting estimates is recognized prospectively, by including it in profit or
loss for the period of the change, if the change affects that period only, or the petiod of the change and
future periods, if the change affects both.
A change in the accounting estimates is recognized to the extent that it gives rise to changes in assets and
liabilities, or relates to an item of equity, by adjusting the carrying amount of the related asset, liability or
equity item in the period of the change.

Errors

Prior petiod errors are omissions from, and misstatements in, the entty’s Consolidated Financial
Statements for one or more prior periods, arising from a failure to use, or misuse of, reliable information
that:

e was available when Financial Statements for those petiods were authorized fot issue; and

e could reasonably be expected to have been obtained and taken into account in the preparation

and presentation of those Financial Statements.

Such errors include the effects of mathematical errors, errors in applying accounting policies, ovetsights ot
misinterpretations of facts, and fraud.
In accordance with IAS 8, errors can arise in respect of the recognition, measurement, presentation or
disclosure of elements of the Financial Statements. Potential current period etrors, discovered in that same
petiod are corrected before the Financial Statements are authorized for issue. Nonetheless, material errors

are sometimes not discovered until a subsequent period, and these prior period errors are adjusted.
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The Group adjusts material prior period errors retrospectively in the first set of Financial Statements,
authorized for issue after such errors were discovery by:
¢ restating of the comparative amounts for the prior period(s) presented, in which the error
occurred; or
e if the error occurred before the earliest prior petiod presented, restating the opening balances of
assets, liabilities and equity for the eatliest prior petiod presented.
A prior period error is adjusted by retrospective restatement, except if it is impracticable to determine
either the petiod-specific effects or the cumulative effect of the error.

Financial Instruments
A financial instrument is any contract that gives rise to a financial asset of one entity and a financial
liability, or equity instrument, of another entity. The Group recognises financial assets ot financial
liabilities in the Balance Sheet when it becomes a patty to the contracted terms of a financial instrument.
Financial assets and financial liabilities are classified in compliance with the provisions IAS 39.

Related parties and Related parties’ Transactions
The Group complies with IAS 24 in identifying and disclosing the related partes.
A related party transaction is a transfer of resources, services ot obligations between a teporting entity and

related patty, regardless of whether any price is applied on the transaction ot not.

Leasing
Under IAS 17, a lease is classified as a finance lease if it transfers substantially all the risks and rewards,
incidental of ownership of an asset. A lease is classified as an operating lease if it does not transfer
substantially all the risks and rewards incidental of ownership of an asset.
Recognition and reporting of finance lease, under which the Group is a lessee
At the commencement of the lease term, a finance lease is recognized as an asset and liability in the
Statement of Financial Position, at an amount that in the beginning of the lease petiod is equal to the fair
value of the leased property or, if lower, the present value of the minimum lease payments, each
determined at the inception of the lease. The discount rate to be used in calculating the present value of
the minimum lease payments is the interest rate implicit in the lease, if this is practicable to determine; if
not, the lessee’s incremental borrowing rate is used. Any initial direct costs of the lessee are added to the
amount recognized as an asset.
Minimum lease payments are apportioned between the finance charges and the reduction of the
outstanding liability. The finance charge shall be allocated to each period during the lease term so as to
produce a constant periodic rate of interest on the remaining balance of the liability. Contingent rents are
charged as expenses in the periods in which they are incurred.
The depreciation policy for depreciable leased assets is consistent with that for depreciable assets that are
owned, and the depreciation recognized is calculated on the basis, determined under the IAS that regulate
that respective type of assets. If there is no reasonable certainty that the Group’s entity will obtain
ownership by the end of the lease term, the asset is fully depreciated over the shorter of the lease term and
its useful life.
Recognition and reporting of operating leases, under which the Group is a lessee
Lease payments under an operating lease are recognized as an expense in the Income Statement, on a
straight-line basis over the lease term, unless another systematic basis is more representative of the time
that the entity uses the benefits of the leased asset.
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Recognition and reporting of finance leases, under which the Group is a leaser

The Group recognizes in its Statements assets held under a finance lease and present them as a receivable
at an amount equal to the net investment in the lease.

The lease payment receivable is treated as repayment of principal and as finance income.

The recognition of finance income is based on a pattern reflecting a constant periodic rate of return on
the laser’s net investment in the finance lease.

The sales revenue, recognized at the commencement of the finance lease term by the leaser, is the fair
value of the asset, ot, if lower, the present value of the minimum lease payments, computed at a market
rate of interest. The cost of sale recognized at the commencement of the lease term is the cost, or carrying
amount if different, of the leased property less the present value of the unguaranteed residual value.
Recognition and reporting of operating leases, under which the Group is a leaser

Assets held under operating lease are presented in the Financial Statements per the respective assets’
nature.

Lease income from operating leases is recognized as income, on a straight-line basis over the lease term,
unless another systematic basis is more representative of the time pattern in the use of which the benefit
derived from the leased asset is diminished.

Costs, including depreciation, incurred in earning the lease income are recognized as an expense. Lease
income is recognized on a straight-line basis over the lease term, even if the receipts are not on such a
basis, unless another systematic basis is more representative of the time pattern in the use of which the
benefit detived from the leased asset is diminished.

Initial direct costs, incurred in negotiating and arranging an operating lease, are added to the carrying
amount of the leased asset and are recognized as an expense over the lease term on the same basis as the
lease income.

The depreciation policy for depreciable leased assets is consistent to the leaser’s normal depreciation
policy for similar assets, and depreciation is calculated in accordance with the IAS, regulating that

respective type of assets.

Agreements for the Construction of Real Estate

In accordance with IFRIC 15, determining whether an agreement for the construction of real estate falls
within the scope of IAS 11 or IAS 18 depends on the terms of the agreement and all the accompanying it
facts and circumstances. Such a determination requites judgment for each separate agreement.

An agreement for the construction of real estate, in which buyers have only limited ability to influence the
design of the real estate, for example to select a design from a range of options specified by the entity, or
to specify only minor variations to the basic design, is an agreement for the sale of goods, falling within
the scope of IAS 18.

An agreement for construction of real estate that falls within the scope of IAS 18 is classified as:
® An agreement for the rendering of services, if the entity is not required to acquire and supply
construction materials.
In this case, if the criteria of IAS 18 are met, revenue is recognized by reference to the stage of completion
of the transaction, using the percentage of completion method. The requirements of IAS 11 are generally
applicable to the recognition of revenue and the associated expenses for such a transaction, as determined

under IAS 18.

e An agreement for the sale of goods, if, in order to perform its contractual obligation to deliver
the real estate to the buyer, the entity is requited to provide both services, as well as
construction materials.

The ctiteria for recognising revenue from sales of goods is applied.

- The entity may transfer to the buyer the control and the significant risks and rewards of ownership of
the wotk in progress, in its curtent state, as construction progresses. In this case, if all the criteria for
recognizing income from sales of goods, as set under IAS 18, are met continuously as construction
progresses, the entity shall recognize revenue by reference to the stage of completion using the percentage
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of completion method. The requirements of IAS 11 are generally applicable to the recognition of revenue
and the associated with such a transaction expenses.

- The entity may transfer to the buyer the control and the significant risks and rewards of ownership of
the real estate, in its entirety, at a single time (eg. at completion, upon ot after delivery). In this case, the
entity shall recognize revenue only when all the criteria for recognising income from sales of goods, set
under IAS 18, are satisfied.

When the entity is requited to perform further work on a real estate already delivered to the buyet, it shall
recognize a liability and an expense, in accordance with IAS 18.

The liability shall be measured in accordance with IAS 37.

Agreements for the construction of real estates, falling within the scope of IAS 11.

IAS 11 applies when an agreement meets the definition of a construction contract, set out in IAS 11. An
agreement for the construction of real estate meets the definition of a construction contract when the
buyer is able to specify the major structural elements of the real estate’s design, before construction
begins, and /or specify major structural changes, once construction is in progtess (whether ot not it
exercises that ability). When IAS 11 applies, the construction contract also includes any contracts, ot
components, for the rendering of services that are ditectly related to the construction of the real estate, in
accordance with IAS 11 and IAS 18.

A construction contract is a contract, specifically negotiated for the construction of an asset, ot a
combination of assets that are closely interrelated or interdependent in terms of their design, technology
and function or their ultimate putpose or use.

A fixed price contract refers to a construction contract in which the contractor agrees to a fixed contract
price, or a fixed rate per unit of output, which in some cases is subject to cost escalation clauses.

A “cost plus” contract is a construction contract in which the contractor is reimbursed for allowable or
otherwise defined costs, plus a percentage of these costs, or a fixed fee.

The contract revenue comprises of:

- the initial amount of tevenue, agteed in the contract;

and

- variations in the contract wotk, in the claims and incentive payments, to the extent that it is probable
that these will result in realized revenue and such can be reliably measured

Contract tevenues are measured at the fair value of the consideration received or receivable. The
measurement of contract revenue is affected by a variety of uncertainties that depend on the outcome of
future events. The estimates, often need to be revised as events occur and uncertainties are resolved.
Thetefore, the amount of the contract revenue may vary as such may increase or dectease from one
petiod to the next.

The conttact costs comptise of:

e costs that relate directly to the specific contract:

- the on-site labour costs, including site supervision;

- the costs of the materials, consumed in the construction processes;

- the depreciation of plant and equipment, used in the contract execution;

- the costs of moving plant, equipment and materials to and from the contract site;

- the costs of hiring machinery, plant and equipment;

- the costs of design and technical assistance that is directly related to the contract;

- the estimated costs of rectification and guarantee work, including expected warranty costs
- claims from third parties

These costs may be reduced by any incidental income that is not included in contract revenue, for example
income from the sale of surplus materials and the disposal of plant and equipment after the contract
completion.

s  costs that are attributable to contract activity in general and can be allocated to the contract:
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- insurance;
- costs of design and technical assistance that are not directly related to a specific contract; and
- construction overheads.

¢ other costs that can be specifically chargeable to the customer under the terms of the contract — such
may include some general administration costs and development costs, the reimbursement of which is
specified in the terms of the contract;

Contract costs include the costs, attributable to a contract for the period from the date of securing the
contract to the final completion of the contract. Nonetheless, costs that are directly related to a contract
and which are incurred in securing the contract are also included as patt of the contract costs, if such can
be separately identified and reliably measured, and if it is probable that the contract will be signed
(obtained). When costs, incurred in securing a contract, are recognized as an expense in the petiod in
which they are incurred, they are not included in contract costs when the contract is obtained in a
subsequent petiod.

Costs that cannot be attributed to a contract activity or cannot be allocated to a contract ate excluded
from the costs of a construction contract. Such costs include:

¢ general administration costs, the reimbursement of which is not specified in the contract;

o selling costs;

¢ research and development costs, the reimbursement of which is not specified in the conttact
and

e depreciation of idle machinery, plant and equipment that is not exploited in a particular contract.

When the outcome of a construction contract can be estimated reliably, the contract revenue and the
contract costs, associated with the construction contract, shall be recognized as revenue and expenses
respectively, by reference to the stage of completion of the contract activity at the end of the reporting
period. Any expected losses on the construction contract, shall be immediately recognized as an expense.

The incurred contract costs that relate to future activities under the contract, are recognized as an asset,
provided that it is probable that they will be recovered. Such costs represent an amount, due from the
customer, and are often classified as contract work in progress.

The stage of completion of a contract can be determined by:

e the proportion that contract costs incurred in the work performed to date, bear to the estimated
total contract costs;

e surveys of work performed;
ot

e completion of a physical proportion of the contract work.
Progress payments and advances received from customers often do not reflect the work petformed.
When the outcome of a construction contract cannot be estimated reliably:

e revenue shall be recognised only to the extent that it is probable that the contract costs incurred
will be recovered;

and

e contract costs shall be recognised as an expense in the period in which they are incurred.
When it is probable that the total contract costs will exceed the total contract revenue, the expected loss
shall be immediately recognized as an expense.

Events after the teporting period
Events after the reporting petiod are those events, favourable and unfavourable, that occur between the
end of the reporting period and the date on which the Financial Statements are authotized for issue.

Two types of events can be identified:
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e those that provide evidence of the conditions that existed at the end of the reporting petiod
(adjusting events after the reporting petiod); and
e those that are indicative of the conditions that arose after the reporting petiod (non-adjusting
events after the reporting period).
The Group adjusts the amounts recognized in the Financial Statements, to reflect adjusting events after
the repotting period, and updates disclosures.
The Group does not adjust the amounts recognized in the Financial Statements, to reflect non-adjusting
events after the reporting period. If non-adjusting events after the reporting petiod are so material that
their non-disclosure could influence the ability of the users of the Financial Statements to make economic
decisions, the Group discloses the following information for each material category of non-adjusting event
after the reporting period:
- the nature of the event;
and
- an estimate of its financial effect or a statement that such an estimate cannot be made.

Botrowing costs

The Group applies IAS 23 with regards to borrowing costs.
Borrowing costs that are directly attributable to the acquisition, construction ot production of a qualifying
asset are capitalized as part of the cost of that asset.
Other borrowing costs are recognized as an expense.
Qualifying asset is an asset that necessarily takes a substantial period of time to get ready for its intended
use ot sale.
In its accounting policy, the entities” Management has adopted the following petiods as significant for the
preparation of the qualifying asset:

For Land and buildings — eighteen months

For Plant — twelve months

For Machinety and equipment - six months

Including for asphalt mixing plants and installations — nine months

For marshalling-grinding mills and installations — nine months
Borrowing costs are capitalized as part of the cost of the asset, when it is probable that they will result in
future economic benefits to the entity and when the costs can be reliably measured.
The borrowing costs that are directly attributable to the acquisition, construction ot production of a
qualifying asset, are those borrowing costs that would have been avoided, if the expenditure on the
qualifying asset had not been made.
The Group capitalizes borrowing costs as part of the cost of a qualifying asset on the commencement date
for capitalization.
The commencement date for capitalization is the date when all of the following conditions ate first met:

e expenditures for the asset is incutred;

¢ borrowing costs are incurred; as well as

e the activities that are necessary to prepare the asset for its intended use or sale are undertaken.
The Group suspends capitalization of borrowing costs during extended petiods, in which the active
development of a qualifying asset is suspended.

The Group ceases capitalizing borrowing costs when substantially all the activities necessaty to prepare the
qualifying asset for its intended use or sale are completed.
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Contingent Assets and Liabilities
A contingent liability is:

e a possible obligation that arises from past events and whose existence will be confitmed only by
the occurrence, or non-occurrence, of one ot more uncertain future events that cannot be wholly
controlled within the Group; or

® a present obligation that arises from past events but is not recognized because:

- it is not probable that an outflow of resources embodying economic benefits will be required to settle
the obligation;

or

- the amount of the obligation cannot be measured with sufficient reliability.

A contingent asset is a probable asset that arises from past events and whose existence will be confirmed
only by the occurrence, or non-occurrence, of one or more uncertain future events that cannot be fully
controlled by the Group.

Contingent Assets and Liabilities are not recognized.

Statement of Cash flows
The Group has adopted the policy of reporting and presenting cash flows in the Cash Flow Statement,
using the direct method.
Cash flows ate classified as Cash flows from:
¢ Operating activities
e Investment activities

e Financial activities

Statement of Changes in Equity
The Group presents a Statement of Changes in Equity, showing:
e The total comprehensive income for the period, showing separately the total amounts attributable
to the owners of the parent and to the non-controlling interests;
e for each component of equity, the effects of retrospective applicaton or retrospective
restatement, recognized in accordance with IAS 8; and
e for each component of equity, a reconciliation between the carrying amount at the beginning and
at the end of the period, separately disclosing the changes resulting the following:
- profit or loss;
- each item of other comprehensive income;
- transactions with the owners in their capacity as owners, showing separately conttibutions by and
distributions to the owners, and the changes in the ownership interests in subsidiaties that do not result in
a loss of control.
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ADDITIONAL DISCLOSURE NOTES TO THE FINANCIAL STATEMENTS
1. Statement of Consolidated Financial Position

1.1. Property, plant, machinery and equipment

Lands Buildings Plants Machinery Transport Other Capitalized Total
and vehicles assets expenses
equipment
Book value
Balance as at 10 641 2 826 1966 33581 8 509 1750 8 540 67 813
31.12.2009
Acquired 124 870 5704 14 275 209 849 22 031
Disposed (11) (81) (37 (703) (370) (122) (3 355) (4 679)
Balance as at 10 754 3615 1929 38582 22 414 1837 6 034 85 165
31.12.2010
Acquired 1 193 30 3 868 1799 177 4223 10 291
Disposed - - @) (219) (268) (138) (934) (1563)
Balance as at 10 755 3808 1955 42 231 23 945 1 876 9323 93 893
31.12.2011
Depreciation
Balance as at - 589 545 10 104 3520 1029 - 15 787
31.12.2009
Acquired - 75 85 2528 1697 153 - 4538
Disposed - ) (14 (178) (128) (64) - (385)
Balance as at - 663 616 12 454 5 089 1118 - 19 940
31.12.2010
Acquired - 83 89 2 899 3033 155 - 6 259
Disposed - - - (37 (163) (130) - (330)
Balance as at - 746 705 15 316 7 959 1143 - 25 869
31.12.2011
Net Book Value

Balance
as at
31.12.2010

10 754 2952 1313 26 128 17 325 719 6034 65 225
Balance
as at
31.12.2011

10 755 3062 1250 26 915 15 986 733 9323 68 024

The presented under Non-current assets values include fully depreciated buildings, plants, machinery and
equipment, transport vehicles and other assets at carrying amounts: 22 thousand BGN, 724 thousand
BGN, 125 thousand BGN, 866 thousand BGN and 646 thousand BGN respectively, which are exploited
in the course of the Group’ activities.

The presented under Non-current assets values include lands, buildings, plants, machinery and equipment,
and transport vehicles, and capitalized costs at carrying amounts: 3 763 thousand BGN, 1 457 thousand
BGN, 5 103 thousand BGN and 2 851 thousand BGN respectively, which have mortgages and pledges,
placed on them, with regards to loan agreements, granted from commercial banks.

Machines, transport vehicles and other assets at catrying amount of 4 793 thousand BGN, 63 thousand
BGN and 10 thousand BGN respectively, are provided for securing public liabilities.
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1.2. Non-current intangible assets

TR:CE

Rights Software Other Total
Assets

Book value
Balance as at 31.12.2009 1124 58 119 1301
Acquired 524 60 45 629
Disposed 27 27
Balance as at 31.12.2010 1648 118 137 1903
Acquired 341 64 405
Disposed €2)) 1 (32)
Balance as at 31.12.2011 1989 151 136 2276
Depreciation
Balance as at 31.12.2009 113 50 78 241
Acquired 56 12 22 90
Balance as at 31.12.2010 169 62 100 331
Acquired 77 25 19 121
Disposed (B 1) (32)
Balance as at 31.12.2011 246 56 118 420
Net book value
Net book value as at 31.12.2010 1479 56 37 1572
Net book value as at 31.12.2011 1743 95 18 1856

1.3. Non-current financial assets

Non-current financial assets

31.12.2011 31.12.2010

Lease receivables 599

Loan receivables 312 6

Financial assets available for sale 62 52
Total 374 657

1.3.1 Lease receivables — non-current

Type 31.12.2011 31.12.2010
Lease receivables from related parties, other than those in the Group (net) - 4
Lease receivables from related pardes, other than those in the Group 4
Lease teceivables from non-telated patties /net/ - 595
Lease receivables from non-related parties 595

Total - 599
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1.3.2 Credits and receivables

Type 31.12.2011  31.12.2010
Credits 312 6
Total 312 6
Type 31.12.2011 31.12.2010
Credit Receivables from related parties, 5 6
other than those in the Group (net)
Receivables on credits from related parties, other than those in the Group 5 6
Credit receivables from non-related parties (net) 307 -
Credit receivables from non-related parties 307
Total 312 6
1.3.3 Financial assets available for sale
Type 31.12.2011  31.12.2010
Non-controlling stake in the capital of entities 62 52
Total 62 52
Type 31.12.2011 31.12.2010
size value size value
Shates, ordinary, non-cash
SRBIJVODE, ALFABANK 2 2
Bulgarski Stroitel 13% 50 13% 50
Company under the Law of Obligations and Contracts
GSF-CC-13-TRACE RAILINFRA CONS. Ple. 20% 10
Total 62 52
1.4. Investments, accounted under the equity method
Investments, accounted under the equity method 31.12.2011  31.12.2010
Investments in associates 1390 1377
Total 1390 1377
Investments 31.12.2011 31.12.2010
size value size value
TECHNOSTROYENGINEERING-99 JSC 33% 1390 33% 1374
SOFSTROY-TRACE LTD 50% 3
Total 1390 1377
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1.5.Non-cutrent trade and other receivables

Type 31.12.2011 31.12.2010
Receivables from related patties, other than those in the 6 346 6091
Group (net)
Sales receivables 6 346 6 091
Sales receivables (net) 7101 14 359
Sales receivables 7101 14 359
Other non-current receivables 4 9
Placed deposits and guarantees 3 1
Prepaid expenses 1 5
Other receivables 3

Total 13 451 20 459

The presented non-current sales receivables from related and non-related patties represent wartanty

guarantees, placed under construction contracts.

1.6. Deferred tax assets

Temporary December 31st, 2010 Movement of deferred tax in 2011 December 31st, 2011
difference Increase decrease
Temporary Deferred Temporary Deferred Temporary Deferred Temporary Deferred
difference tax difference tax difference tax difference tax

Deferred tax assets

Amortization 1013 101 2291 229 (1456) (146) 1848 184
Impairment 3812 382 2815 281 (172) (16) 6 455 647
Compensated leaves 392 39 388 40 (300) (30) 480 49
Thin capitalization 1898 190 1589 159 (96) (10) 3391 339
Loss 3792 380 4149 415 (1 602) (161) 6 339 634
Physical persons’ 1727 173 1047 105 (2098) (210) 676 68
income
Provisions 2 875 286 1348 136 (2014) (202) 2209 220
Non-current personnel’s 230 23
income 4 234 23
Intergroup revenue 1175 119

(105) (11) 1070 108

Gross amounts due
under construction
contracts 64 6 64

[«

Total assets: 16 914 1693 13 695 1371 (7 843) (786) 22766

N}
N
<
>
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1.6.1 Non-deductable deferred tax assets

TRACE

Temporary December 31st, 2010 Movement of deferred tax in 2011 December 31st, 2011
difference increase decrease
Temporary Deferred Temporary Deferred Temporary Deferred Temporary Deferred
difference tax difference tax difference tax difference tax
Deferred tax assets
Impairment 1819 182 80 8 1899 190
Thin capitalization 52 5 52 5
Loss 2 300 230 142 13 (53) (5) 2389 238
Total assets: 4171 417 222 21 (53) (5) 4 340 433
1.7. Goodwill
Type 31.12.2011 31.12.2010
Goodwill
Goodwill as at January 1s 447 447
Goodwill as at December 31st 447 447

The presented Goodwill results from the acquisition of 75% of the capital of “VIOR VELIKA
MORAVA?” JSC - BELGRADE, SERBIA by “TRACE INTERNATIONAL” L'TD in 2008.

1.8. Inventory

Type

Materials (net), including:

Direct materials

Spare parts

Oil, gas and lubricants

Ancillary materials

Storage of materials, which do not belong to the entity

Matetials, consumed in the entity's own production

Other materials

Production output (net)

Production output

Goods (net)

Goods

Work in ptogress (net)

Work in progress

Total
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1.9. T'rade and other receivables

TRACE

Type 31.12.2011 31.12.2010
Receivables from related parties, within the Group (net) - -
Receivables from related parties, other than those in the 18 855 24 034
Group (net)
Sales’ receivables 18 102 21 350
Impairment of Sale’ receivables ©
Receivables on advances paid 753 2 689
Other receivables 2
Sales’ receivables (net) 58 458 99 514
Sales’ receivables 63 527 104 600
Impairment of Sales’ receivables (5 069) (5 086)
Receivables on advances (net) 6 029 7 850
Receivables on advances 6 029 7 850
Dividends’ receivables 13 13
Receivables from litigation (net) 727 216
Receivables from litigation 727 216
Other current receivables 1501 1641
Sales return receivables 10
Placed Deposits and Guarantees 39 198
Insurance receivables 13 36
Prepaid expenses 1041 936
Other receivables 348 471

Total 85 583 133 268

The Sales receivables disclosed, include warranty guarantees, placed undet construction contracts,

amounting to 8 274 thousand BGN.

The amount of Sales receivables disclosed, includes 25 397 thousand BGN of receivables, placed as a

guarantee to commercial banks, in order to secure the provided bank credits and guarantees that the entity

exploits.

1.10. Recoverable tax

Type 31.12.2011 31.12.2010
Value Added Tax 1305 2121
Cotporate Tax 58 110
Other taxes 7 4

Total 1370 2235
1.11. Current financial assets

Current financial assets 31.12.2011 31.12.2010
Lease receivables 11 2722
Loans and receivables 1488 2 638
Total 1499 5360
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1.11.1. Lease receivables — current

Type 31.12.2011 31.12.2010
Lease receivables from related parties, other than those in the Group (net) 4 9
Lease receivables from related parties, other than those in the Group 4 9
Lease receivables from non-related parties (net) 7 2713
Lease receivables from non-related parties 7 2713
Total 11 2722
1.11.2. Loans and receivables
Type 31.12.2011  31.12.2010
Loans 1488 2638
Total 1488 2638
1.11.2.1 Loans
Type 31.12.2011 31.12.2010
Loan receivables from related parties, other than those in the 218 256
Group (net)
Loan receivables from related parties, other than those in the Group 75 118
Receivables, incurring from Interest on loans to related patties, other than 143 138
those in the Group
Loan receivables from non-related parties (net) 1270 2 382
Loan receivables from non-related parties 2656 2631
Receivables incurring from Interest on loans to non-related parties 861 851
Impairment of loans receivables from non-related parties (2 247) (1 100)
Total 1488 2638

The Loans to non-related parties have been granted under the following conditions:

Contractor Contracted  Interest Maturity Securities / Guarantees
loan Rate %
amount
S.P. Juel-N- Nikolay Dimitrov 2500 12%  31.12.2011 Promissory note
HYDROPROMED ENG-G 88 12%  31.12.2012 Promissory note
BERKO TRACE LTD 43 11%  31.12.2011 Promissoty note
Ivana Moutafova 168t 6% 31.7.2026  Mortgage of a real estate
thousand
euro
Valdes 96 Ltd 10 4% 28.2.2012
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Balances of Loan receivables from non-related parties, as at 31.12.2011

Contractor Cutrent portion of the

amortized cost

Non-current portion of the

amortized cost

Principal Interest Principal Interest
S.P. Juel-N- Nikolay Dimitrov 2500 800
S.P. Juel-N- Nikolay Dimitrov impairment (2 200)
Ivana Moutafova 15 307
Hydropromed Engineering JSC 88 21
Valdes 96 LTD 10
Laoudis Int Trade LTD 9
Manitech LTD 4
Others 23
Berko Trace Ltd 43 4
Berko Trace Ltd - impairment (43) @
Total 413 857 307 -

1.12. Cash and cash equivalents

Type 31.12.2011 31.12.2010
Cash in hand 831 1129
Denominated in Bulgarian levs (BGIN) 808 968
Denominated in foreign currencies 23 161
Cash at bank - in current accounts 18 246 9312
Denominated in Bulgatian levs (BGN) 15371 9172
Denominated in foreign cutrencies 2875 140
Cash equivalents 84 105
Receivables from employees 36 39
Interest on current deposits 48 66
Restricted amounts of cash and cash equivalents 383 36
Current deposits 12 867 3302

Total 32411 13 884
Reconciliation of the Cash and cash equivalents

Type 31.12.2011 31.12.2010
Cash and cash equivalents under the Statement of 32411 13 884
Financial Position
Interest on Cutrrent (Short-term) Deposits (48) (66)
Cash and cash equivalents under the Cash Flow Statement 32 363 13 818
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1.13. Equity

1.13.1 Share capital
Type of shates 31.12.2011 31.12.2010
Ne of Value Nominal Ne of Value Nominal
shares shares
Ordinary
Redeemed and
paid 24200000 24 200 000 1 2200000 2 200 000 1
Total: 24 200 000 24 200 000 2 200 000 2 200 000
Shareholder 31.12.2011 31.12.2010
Ne of Price Paid % Ne of Price Paid %
shares share shares share
Galini — N
Ltd 2178 000 2178 000 2178000  9,00% 198 000 198 000 198000  9,00%
Nikolay
Mihaylov 19492000 19492000 19492000 8055% 1772000 1772000 1772000 80,55
%
Tsvetan 55 781 55 781 55 781 0,23% 5071 5071 5071 0,23%
Tsonev
Manol 36740 36740 36740 0,15% 3340 3340 3340 0,15%
Denev
Miroslav
Manolov 22000 22 000 22 000 0,09% 2000 2 000 2000 0,09%
Other
shareholders 2415479 2415 479 2415479  9,98% 219 589 219 589 219589  9,98%
Total: 24 200 000 24 200 000 24200000 100% 2200000 2200000 2200000 100%

On July 13th 2011, the General Meeting of Shareholders has taken the decision to increase the capital with
22 000 000 BGN, with the new capital of the entity amounting to 24 200 000 BGN. The General Meeting
of Shareholders decided that the capital increase will be financed by the endty's own resources as follows:
11 124 546. 59 BGN by the accumulated reserves, pursuant to Art.246, para. 4 of the Commercial Act,
and by portion of the 2010 profits, amounting to 10 875 453.41 BGN, pursuant to Art.197, para. 1 of the
Commercial Act, by issuing 22 000 000 new personal, non-cash, voting shates, each at nominal value of
one BGN, equivalent to 22000000 BGN, with the new shares issued being distributed among
shateholders in proportion of their participation in the capital to its incteased amount. In accordance with
Art.112b, para. 2 and Art. 115b, para. 1 of the Public Offering of Secutrities Act (POSA), people that have
acquired shares of the entity not later than 14 days after the date of the General Meeting’s decision to raise
capital are entitled the right to participate in the allocation of new shates that increase the capital.

The General Meeting of Shareholders amends the entity’s Articles of Incorporation as follows:

Atrt. 5, para. 1 will have the following wording: “The entity's capital amounts to 24 200 000 (twenty four
million and two hundred thousand) BGN and is wholly registered”

Article 6, para. 1 will have the following wording: “The capital is distributed among 24 200 000 (twenty
four million and two hundred thousand) ordinary, non-cash, personal, freely transfetable, voting shares, at
nominal value of 1 (one) BGN each.
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1.13.2. Share premium
Share premium is formulated from the capital issued by the endty in 2007.

1.13.3 Revaluation reserve

Revaluation resetve

Reserves as at 31.12,2009 (208)
Revalued reserves as at 31.12.2009 (208)
Increased by: (22)
Translations in foreign currencies (22)
Reserves as at 31.12.2010 (230)
Increased by: 5

Translation of activities, denominated in foreign currencies 5

Reserves as at 31.12.2011 (225)

Revaluation reserves are formed as a result of the translation of the subsidiaties’ Financial Statements.

1.13.4. Reserves

Total reserves Other reserves Total reserves

Reserves as at 31.12.2009 345 18 403 18 748
Inctreased by: - 14 269 14 269
Profit distribution 14 269 14 269
Reserves as at 31.12.2010 345 32 672 33017
Incteased by: - 4 035 4 035
Profit distribution 4035 4 035
Decreased by: - (11 124) (11 124)
Increase in the share capital (11 124) (11 124)
Reserves as at 31.12.2011 345 25 583 25 928
1.13.5. Financial result

Financial result Value
Profit as at 31.12.2009 15 558
Increased by: 15 028
Profit for the reporting petiod 2010 15028
Decreased by: (15 236)
Profits’ allocation to reserves (14 269)
Dividends” distribution (579)
Covered loss (388)
Profits as at 31.12.2010 15 350
Incteased from: 7 407
Profit for the reporting period 2011 7268
Decreased from: 139
Profits’ allocation to resetves (15 489)
Dividends” distribution (4 035)
Increase of share capital (578)
Profit as at 31.12.2011 (10 876)
Financial result as at 31.12.2009 7 268
Financial result as at 31.12.2010 15 558
Financial tesult as at 31.12.2011 15 350
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1.14. Non-current financial liabilities

TRACE

Non-current financial liabilities 31.12.2011  31.12.2010
Lease Liabilities 3 451 9 806
Total 3451 9 806
Type 31.12.2011  31.12.2010
Lease related liabilities to non-related parties 3 451 9 806
Total 3451 9 806
1.15. Non-current Trade and other liabilities
Type 31.12.2011 31.12.2010
Liabilities to related parties, other than those in the Group 10 732 10 530
Supply liabilities 10 732 10 530
Supply liabilities 2 868 3543
Other non-current liabilities 1543 1372
Liabilities related to Deposits and Guarantees 17
Other liabilities 1543 1355
Total 15 143 15 445

The Non-current liabilities to related and non-telated parties are Guarantee deductions of subcontractors,

under construction contracts.

1.16. Non-current provisions

Type 31.12.2011 31.12.2010
Provisions for Long-term personnel’ income 234 230
Total 234 230
1.16.1. Provisions for Long-term personnel' income
Type 31.12.2011 31.12.2010
Liabilities' present value as at January, 1st 230 246
Liabilities, recognized in the Balance Sheet as at January 1st 230 246
Interest expense 12 13
Expenses for accrued employment 52 56
Actuarial gain, recognized in the period (46) (42)
Remuneration paid (14) (43)
Liabilities' present value as at December, 31st 234 230
Liabilities, recognized in the Balance Sheet as at December 31st 234 230
1.17. Deferred Tax Liabilities
Temporary December 31st, 2010 Movement of Deferred tax for the year 2011 December 31st, 2011
difference increase decrease

Temporary Deferred Temporary Deferred Temporary Deferred Temporary Deferred

difference Tax difference Tax difference Tax difference Tax
Deferred tax liabilities
Amortization 5596 559 641 65 (2 543) (255) 3 694 369
Total Deferred tax 5596 559 641 65 (2 543) (255) 3694 369
liabilities:
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1.18. Current financial liabilities

TR/CE

Cutrrent financial liabilities 31.12.2011 31.12.2010

Liabilities under Lease contracts 8077 10 827
Financial liabilities, measured at amortized cost 16 236 12 749

Total 24 313 23 576
1.18.1. Liabilities under Lease contracts — cutrent

Type 31.12.2011  31.12.2010
Liabilities under Leases to non-related parties 8077 10 827

Total 8077 10 827
1.18.2. Financial liabilities measured at amortised cost — current

Type 31.12.2011  31.12.2010
Credit liabilities 16 236 12749

Total 16 236 12 749

Type 31.12.2011  31.12.2010
Credit liabilities to related parties, other than those in the Group 20 150
Liabilities to related parties, other than those in the Group, incutting from 8 35
interest on credits
Credit liabilities to financial institutions 16 157 12 543
Liabilities to financial institutions, incurring from interest on credits 31 21
Credit liabilities to non-related parties 20

Total 16 236 12 749

The credits from non-related parties and financial institutions are received under the following

conditions
Bank / Creditot Contracted Interest rate % Matutity Securities /
credit amount Guarantees
MKB UnionBank Ple. 4000 1 mon. 30.9.2012 Promissory note
Sofibor+3.25%
UniCredit Bulbank Plc. 8000 1 week Sofibor+5.1% 15.10.2012 Mortgage, pledge
UniCredit Bulbank Plc. 5000 1 week Sofibor+5.1% 15.10.2012 Mortgage, pledge
Kapman Consult LTD 20 6% 11.11.2012 Mortgage, pledge
First Investment Bank Plc. 4300 1 year Euribor+8.4% 1.7.2012 Mortgage, pledge
Corporate Commercial 300 Main Interest rate+6.5 10.2.2012  Pledge of Non-current
Bank Plec. assets and receivables
from third parties
UniCredit Bulbank Ple. 1500 1 week 15.10.2012 Pledge by the owners and
Sofibor+5.10% by third parties — non-
current assets
Corporate Commercial 300 9%  31.10.2012  Pledge of Non-custent

Bank Ple.

assets and receivables
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Balances of Credits received as at 31.12.2011

TRACE

Bank / Creditor

Current portion of the amortized

Principal Interest
MKB UnionBank Plc. 3734 14
UniCredit Bulbank Plc. 7955 17
Kapman Consult LTD 20
First Investment Bank Plc. 2 874
Cotporate Commercial Bank Ple. 67
UniCredit Bulbank Plc. 1492
Corporate Commercial Bank Ple. 35
Total 16 177 31
1.19. Current trade and other liabilities
Type 31.12.2011 31.12.2010
Liabilities to related parties, other than those in the Group 28127 33115
Supplies related liabilities 19 352 29 543
Liabilities on advance payments received 7499 2445
Dividends 627 376
Deposits and Guarantees 647 751
Including Guarantees to of Supervisory Board, Management 647 670
Board, Boatd of Directors
Other liabilities 2
Supplies related liabilities 47 040 75 464
Liabilities on advance payments received 13 244 14 268
Other current liabilities 904 1028
Liabilities related to Deposits and Guarantees 30 17
Insurance related liabilities 354 408
Liabilities related to Concessions 151 352
Other liabilities 369 251
Total 89 315 123 875
1.20. Tax liabilities
Type 31.12.2011 31.12.2010
Value Added Tax 1417 1018
Corporate tax 1255 1768
Corporate tax — interest 142 111
Petsonal income tax 162 209
Withholding tax 5 11
Other taxes 48 14
Other taxes - interest 5 6
Total 3034 3137
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1.21. Liabilities to the personnel

TR/ CE

Type 31.12.2011 31.12.2010
Liabilities to the personnel 1353 1586
including liabilities arising from annual paid leaves, which have 400 331
not been used by the personnel
Liabilities to the social contributions funds 430 391
including liabilities arising from annual paid leaves, which have 70 61
not been used by the personnel
Liabilities to the key management personnel - remunerations 961 1668
Liabilities to the key management personnel — social 7 5
contributions
Liabilities related to non-labour relations - remuneration 4 14
Total 2755 3 664
1.22. Current provisions
Type 31.12.2011 31.12.2010
Provision for Litigations — Tax Assessment Act 191
Provisions for Construction contracts 2105 2875
Total 2296 2875

The accrued provisions for litigations relate to a tax assessment act, issued on “Infrastroy” LTD, which as

at 31.12.2011 is proceeding (Other disclosures Note 10).

The accrued provisions for construction contracts relate to placed guarantees and the expected costs for

potential sales returns.
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2. Consolidated Income Statements
2.1. Income
2.1.1. Net Sales Income

Types of income 2011 2010
Income from Sales of goods, including: 1540 1357
Sales of asphalt mixtures 1135 1121
Sales of inert materials 312 193
Sales of metal constructions 33 9
Sales of concrete and limestone soluble and SBE 60 34
Income from Sales of Merchandize, including: 3944 3619
Sales of Machinery and equipment 29 45
Sales of Fuel 1908 146
Sales of iron fixture 1848 3417
Sales of sign products 80
Other merchandized goods 79 11
Income from rendered setvices, including: 361217 330 086
Building and construction works 355679 321 357
Mechanization related services 532 1454
Transport services 1791 777
Project Management related services 2953 6 046
Laboratory setvices 42 32
Consulting services 202
Design related services 201 205
Other services 19 13
Other income, including: 11722 3 853
Sales of materials 9629 3 468
Rental income 358 62
Sales of consumables 2 3
Sales of production waste 15 14
Opverstock 40
Penalties and defaults 114 3
Liabilities, written-off 210 16
Income, from provided for absences and compensations /indemnities/ 2
Reimbursed provisions under contracts for building and construction works 1122 -
Reimbursed impairments of receivables 35 50
Total 378 423 338 915
2.1.2. Financial income
Types of Income 2011 2010
Interest income, including Interest income generated from: 740 810
Trade loans 39 67
Leases 74 344
Deposits 34 134
Cutrent accounts 21 16
Trade receivables 536 248
Gains on sales of subsidiaries and associates 36 1
Foreign exchange gains 574
Other financial income 26 4
Total 3 208

56



“TRACE GROUP HOLD” PLC TR§ECE

Consolidated Financial Statements for the year ending as at 31.12.2011

2.1.2.1 Gain / Loss on the sale of subsidiaries and associates
Participations in the following have been sold over the last reporting petiod:

“Berko Trace” LTD — 51% ownership of “Trace Group Hold” JSC, amounting to 15 thousand BGN, as
at the date of the sale, the disposed net assets of the subsidiaty have a negative value of (241) thousand
BGN - gain / loss of the sale — 256 thousand BGN.

“Patstroyengineering” JSC — 27% ownership of “Trace Group Hold” JSC — amounting to 800 thousand
BGN, as at the date of the sale, the released investment in the associate amounts to 482 thousand BGN —

gain / loss of the sale — 318 thousand BGN.

2.2. Expenses

2.2.1. Raw materials, materials and consumables

Types of expenses 2011 2010
Direct production materials 53121 25726
Ancillary matetials 1411 1515
O1l, gas and lubticants 10 958 5496
Spare parts 1027 698
Tools 47 37
Work weat 43 39
Electricity 641 525
Heating 4 7
Water 69 68
Tires 496 62
Consumables; motor vehicles 123 88
Office matetials and consumables 171 298
Advertising materials 17 2
Tender documents 17 18
Overheads / Other materials 82 97

Total 68 227 34 676

2.2.2. Hired services

Types of expenses 2011 2010
Subcontractors 234162 234729
Leased transport 8572 5 956
Leased equipment 3890 2256
Rents 1129 1093
Repairs 436 294
Advertising 252 252
Communication services 261 216
Consulting and other contracts 3234 1329
Civil contracts and remunerations 180 155
Insurance 1002 767
Taxes and fees 563 485
Security 910 612
Commissions 10 7
Labour medicine 30 24
Subscriptions and memberships 86 81
Laboratory tests 176 192
Concession related remuneration 354 254
Explosion works 755 438
Other Hired services 379 357

Total 256 381 249 497
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2.2.3. Depreciation expenses

Types of expenses 2011 2010

Depreciation expenses of production 6 092 3722

Non-current tangible assets 6 003 3710
Non-current intangible assets 89 12
Depreciation of administrative 288 906
Non-cutrent tangible assets 256 829
Non-current intangible assets 32 77

Total 6 380 4628

2.2.4. Salaries, wages and social contribution costs

Cost of: 2011 2010
Salaries and wages, including: 18 836 16 963
Production personnel 11 931 8680
Administrative personnel 6 905 8283
Social contribution expenses, including: 3049 2 008
Production personnel 2429 1519
Administrative personnel 620 489
Including expenses related to the key management personnel 2184 1807
Including expenses related to unused paid leaves 143 110
Total 21 885 18 971
2.2.5. Impairment of assets
Type of expense 2011 2010
Losses from Impairment of Receivables 1324 2982
Total 1324 2982
2.2.6. Other costs
Type of expense 2011 2010
Expenses related with Business trips 668 317
Entertainment costs 270 178
Retirement of non-current assets 50 7
Food expense, relating to safety foods 2 23
Expenses related with Labour medicine 5 17
Fines and penalties 304 29
Expenses related to Interest on commetcial transaction 4
Expenses related to Interest on State receivables 122 68
Rent 7 37
Alternative tax expense 39 40
Expenses related to Donations and grants 94 488
Expenses for Executive actions 188 134
Provisions for Litigations and Law suites 162 85
Provisions of liabilities 193 62
Expenses with no available supporting documentation 101 8
Adjustment of partial tax credit 80 13
Social costs, provided in kind 121
Expenses, incurred under Art. 209 of the Corporate Taxation Law 101
Unrecognized tax credit amounts 27
Provisions under Building and construction wotks 300 999
Receivables written-off 179
Other expenses 139 137
Total 3152 2 646
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2.2.7. Allowances

Types of expenses 2011 2010

Net book value of assets disposed (net) 12 218 5499

Net book value of assets disposed 12218 5499
Movements of production inventory (net) (78) 678
Movements in production inventory (78) 680
Reimbursed impairment of inventoties 2)

Capitalized assets’ expenses (1722) (115)

Total 10 418 6 062

2.2.8. Financial expense

Type of expense 2011 2010

Interest expense, including interest expenses incurred from: 3014 2637
Trade loans 12 26
Loans, granted by financial institutions 1207 573

Leases 1341 1204
Trade liabilities 318 772
Others 136 62
Expenses from transactions with financial instrtuments 251
Foreign exchange losses 30 35

Other financial expenses 932 1200

Total 3976 4123

2.2.9. Gains / (Losses) from disposals of non-current assets

Type of expense 2011 2010
Gains / (losses) from disposals of Property, plant, machinery 86 19
and equipment
Net book value of assets disposed 36 231
Gains from the Assets' disposals 122 250
Total 86 19

2.2.10. Share in the results of associates

Entity 2011 2010
Technostroyengineering 99 JSC 16 (95)

Total 16 (95)
2.2.10. Tax expense

Type of expense 2011 2010

Corporate tax 728 1515
Others -101 9

Total 627 1524
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2.3.1. Other comprehensive income

The other comprehensive income is realized from the conducted investments in subsidiaries, located in
Serbia and Oman. The total comprehensive income for the petiod is 5 thousand BGN and 3 thousand
BGN, for the parent company and the non-controlling participation respectively.
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OTHER DISCLOSURES

1. Construction contracts
The incomplete construction contracts as at 31.12.2011

Contracts Costs, Recogniz  Income, Progress Gross Gross Advances  Retention
in progress  incurredin  ed profits accumul payments amount amount received amounts
the less ated in (invoiced due to by due to in respect
contract’s  recognize the income and  the client by the of which
execution d loss contract' advances) for the client for work, has
s work, the not been
executio conducte work, conducte
n din conduct d under
respect of ed under the
the the contract
contract  contract
Contract 1 166 034 6749 172783 172 783 - - 8639
Contract 2 106 869 3896 110 765 110 765 - - 5538
Contract 3 65371 2411 67782 67782 - - 2355
Contract 4 18722 18 18 740 18733 7 - 1133
Contract 5 5081 (345) 4736 4 666 70 - 11
Contract 6 3721 12 3733 3733 - - -
Contract 7 3263 1032 4295 4341 - - 46 81
Contract 8 2928 331 3259 3259 - - 544 489
Contract 9 2573 66 2639 2774 - - 135
Contract 10 2468 397 2 865 2 865 - - 5642 430
Contract 11 2204 191 2395 2395 - -
Contract 12 2164 175 2339 2339 - - -
Contract 13 2065 2065 2065 - - -
Contract 14 1905 1 1 906 1906 - - -
Contract 15 1549 1549 1549 - - -
Contract 16 969 331 1 300 1300 - - -
Contract 17 886 3 889 889 - - -
Contract 18 867 66 933 870 63 - 131
Contract 19 837 156 993 993 - - -
Contract 20 794 1 795 478 317 - 188
Contract 21 784 84 868 868 - - -
Contract 22 702 113 815 815 - - -
Contract 23 518 246 764 764 - - -
Contract 24 509 7 516 516 - - -
Contract 25 503 51 554 554 - -
Contract 26 455 45) 410 410 -
Contract 27 453 39 492 492 - - 651
Contract 28 336 86 422 422 - - -
Contract 29 308 7 315 339 - - 24
Contract 30 216 24 240 240 - - -
Contract 31 189 134 323 217 106 -
Contract 32 143 17 160 160 - - -
Contract 33 134 (12) 122 122 - - -
Contract 34 92 7 99 99 - - -
Contract 35 91 (406) 45 45 -
Contract 36 73 13 86 86 - - -
Contract 37 64 1 65 65 - - -
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Contract 38 47 1 48 48 R
Contract 39 46 ) 45 45 - - -
Contract 40 33 18 51 51 - - -
Contract 41 32 11 43 43 - - 43
Contract 42 29 29 29 - - -
Contract 43 28 1 29 29 - - -
Contract 44 28 13 41 41 - - _
Contract 45 27 27 27 -

Contract 46 24 3 27 27 - -

Contract 47 23 5 28 28 - - -
Contract 48 23 2 25 25 - - -
Contract 49 21 14 35 35 - -

Contract 50 20 381 401 401 - - -
Contract 51 20 1 21 21 - - -
Contract 52 19 19 19 - - _
Contract 53 8 8 8 - - _
Contract 54 8 (8) - - - _
Contract 55 8 8 8 - - _
Contract 56 8 2 10 10 - - -
Contract 57 5 5 5 - - -
Contract 58 5 5 10 10 - - -
Contract 59 5 2 7 7 - - R
Contract 60 4 4 4 _ . _
Contract 61 4 4 4 _ - -
Contract 62 ) 2 - 22 - - 22
Contract 63 - R - 357
Total 397 313 16 669 413 982 413 116 1093 - 10 007 16452

2. Related parties and transactions with related parties

The entity discloses the following related parties:

Shareholder of Trace Group Hold Plc., exercising control, is Nikolay Ganchev Mihaylov — 80.55%.

Associates

Technostroyengineering 99 JSC

Other related parties — related parties, other than those in the Group:

“Galini N” LTD
“Injproekt” L'TD
“Galini” LTD
“Dekon” LTD
“Himcolot” JSC

“Technostroy-engineering 99 JSC

“Adval” Plc.

“SB Engineering” Plc.
“Dikol 2 G. Mihaylov” LTD

Company under the Law on obligations and contracts — GCF CC -13 Trace Railinfra Consortium

CC-13 Transstroy JSC Ple.
“Patno poddarzhane” LTD Elchovo
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Key Management personnel in the entity:

Nikolay Ganchev Mihaylov- Executive Ditector and Chairman of the BoD
Tsvetan Ivanov Tsonev — Executive Director and Member of the BoD

Ivan Dimitrov Hristov - Member of the BoD

Manol Peychev Denev- Member of the BoD

Miroslav Kalchev Manolov- Member of the BoD
Anton Nikolov Donchev- Member of the BoD

Maria Georgieva Kavardzhikova - Member of the BoD

Transactions and balances of transactions with related parties

Sales to related parties, other than those in the Group

TRACE

Client Type of transaction 2011 2010
Galini — N Ltd Services, Leased materials 62466 79143
“Injproekt” LTD Services, Materials 239 203
“Galini E” LTD Setvices 23
“Dekon” LTD Setvices, Materials 8378 11168
“Himcolor” JSC Materials 17
“Adval” Plc. Services 1690
“SB Engineering” Plc. Services 1257
“Dikol 2 G. Mihaylov” LTD Setvices 2
GCF CC -13 Trace Railinfra Consortium Services 6123
CC-13 Transstroy JSC Ple. Setvices 258
Employees Services 14
Galin Nikolaev Mihaylov S.P. Goods 154
Total 80467 90 668
Purchases from related parties, other than those in the Group
Supplier Transaction type 2011 2010
Galini — N Ltd Services, Materials 63368 81954
“Injproekt” LTD Services, Materials 1558 2253
“Galini B” LTD Interest 123
“Dekon E” LTD Services, Materials 9779 13 249
“Himcolor” JSC Materials 487
“Technostroy-engineering 99” JSC Services, Materials 861 417
“Adval” Ple. Services 16903 40 221
“SB Engineering” Plec. Services 12565 24115
CC-13 Transstroy JSC Ple. Services 3376
“Patstroyengineering” JSC Assets 818
Total 109 020 163 027
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Receivables from related parties, other than those in the Group

TR CE

Client 31.12.2011 31.12.2010
Galini — N Ltd 19 082 21982
“Injproekt” LTD 309 188
“Galini E” LTD 41 2
“Dekon E” LTD 4 844 7917
“Himcolor” JSC - 1
“Technostroy-engineering 99” JSC 2 22
“Dikol 2 G. Mihaylov” LTD 2
“Patno poddarzhane” LTD Elchovo 7
SD Berko 90 10
Impairment (7
Management 3 3
Total 25201 30 125
Liabilities to related parties within the Group
Supplier 31.12.2011 31.12.2010
Galini — N Ltd 17 628 20 368
“Injproekt” LTD 1300 1412
“Galini E” LTD 120 319
“Dekon E” LTD 6074 8060
“Himcolot” JSC 122 175
“Technostroy-engineering 99” JSC 400 477
“Adval” JSC - 6829
“SB Engineering” JSC - 4959
“Dikol 2 G. Mihaylov” LTD 2816
GCF CC -13 Trace Railinfra Consortium 8 541
CC-13 Transstroy JSC Ple. 582
Dividend related Liabilities 629 376
Management — management guarantees 647 670
Total 38 859 43 645
Loans, granted to related parties, other than those in the Group
Debtor Contracted loan  Interest % Maturity
amount
GALIN MIHAYLOV 100 10,5% 31.12.2012
EMPLOYEES 6 1% 31.12.2012
Debtor Current portion of  Non-current portion
the amortized cost of the amortized
cost
Principal Interest Principal Interest
Galin Nikolaev Mihaylov 75 23
Manol Peychev Denev 24
Tsvetan Ivanov Tsonev 96
Employees 5
Total 75 143 5 -
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Interest income, accrued on Loans to related patties, other than those in the Group

Debtor Receivable as at Accrued Earned Receivables as at
31.12.2010 in 2011  in 2011 31.12.2011
Galin Nikolaev Mihaylov 14 9 23
Manol Peychev Denev 24 24
Tsvetan Ivanov Tsonev 96 96
“Himcolot” JSC 4 4 -
Total 138 9 4 143

Credits, received from related parties, other than those in the Group

Creditor Contracted Interest% Maturity Securities / Guarantees
credit
amount
INJPROEKT LTD 50 10,5% 31.12.2012 Promissory note

Creditor Current portion of the

amortized cost
Principal Interest

Injproekt LTD 20 8

Total 20 8

Interest income, accrued on credits from related parties, other than those in the Group

Creditor Liability = Accrued Paid Liability

31.12.2010  In 2011 in2011  31.12.2011
Injproekt LTD 26 11 29 8
Galini — N LTD 9 9 -
Total 35 11 38 8

Financial lease — receivables from related parties, other than those in the Group

Minimal future lease proceeds as at 31.12.2011

Uptolyear 1lyear-5years Over5years Total
Lease proceeds (cash inflows) 4 4
Net present value 4 - - 4

Key Management’s remuneration

Type Amounts accrued in respect of:

Remuneration and social Compensated absences
security contributions for the
petiod

Executive Directors 440
Board of Directors 1744 12

Total: 2184 12

3. Capital Management
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Through its capital management, the entity tatgets to create and maintain the ability to continue to operate
as a going concern, and to ensure appropriate return on the shareholders’ investments and economic
benefits to other interested parties and stakeholdets in its business, as well as to maintain optimal capital
structure in order to reduce the cost of capital.

The entity monitors its capital” security and structure on a current basis. The entity uses different sources
of financing its activities. Such include both its own soutces of finance as well as funds, borrowed from
banks and related patties.

Type 31.12.2011 31.12.2010

Total Debt capital, including: 27764 33 382
Financial liabilities 27764 33 382
Decreased by:

cash and cash equivalents (32 411) (13 884)
Net Debt Capital (4 647) 19 498
Total Equity 78 934 72 100
Total Capital 74 287 91 598

Leverage ratio (0,06) 0,21

4. Financial risks

In the course of its ordinary activities, the entity may be exposed to different financial tisks, the most
significant of which are: the cutrency risk, the credit risk and the liquidity risk. This is why the overall risk
management is focused on minimizing the probable negative effects, which could have an effect over the
financial results. The financial risks are identified, estimated and monitored on a cutrent basis, through
various control mechanisms, in order for adequate service prices to be determined with tegards to the
services rendered by the entity, to adequately assess the types of maintenance of free liquid resources,

without placing undue concentration on a risk.

Hereafter, the various types of risks that the entity is exposed to in the course of its ordinary activities are
described, as well as the approach followed in managing these.

Credit risk

In the course of its activities, the entity is exposed to credit tisk, which is related to the risk that some of
its contractors will not be in a position to meet their obligations wholly and in the normally expected time
petiods.

The Financial assets of the Group are concentrated in three groups: Cash and teceivables from clients,
Financial Assets — Loans granted, Financial leases Receivables.

The entity’s cash and cash at bank are held in the following banks - “Corporate Commercial Bank” Plc.,
“First Investment Bank™ Plc., “UniCredit Bulbank” Plc., “MKB Unionbank” Plc. and “United Bulgarian
Bank” Plc. The Management believes that there is no risk so long as the setving banks maintain a stable

liquidity.
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31.12.2011 Overdue With time Total
to maturity
Impaired Not Not
impaired impaired
Non-cutrent assets - - 13 762 13 762
Non-current financial assets from related parties 5 5
Non-current financial assets 307 307
Non-current trade and other receivables from related partes 6 346 6 346
Non-current trade and other receivables 7104 7104
Current assets 1100 177 77 867 79 144
Current financial assets from related parties 222 222
Current financial assets 3347 177 3524
Current financial assets — impairment (2 247) (2 247)
Current trade and other teceivables from related parties 18 102 18102
Current trade and other receivables 5069 59 543 64 612
Current trade and other receivables — impairment (5 069) (5 069)
Total financial assets 1100 177 91629 92 906

Liquidity risk

Liquidity risk is expressed as the adverse situation where the entity will not be in a positon to meet
unconditionally all its obligations upon their maturity. A conservative liquidity management policy is
followed in order to constantly maintain optimal cash liquidity and a good ability to finance the economic
activities. Currently, the maturity and timely payment conduct is monitored by the Financial -Accounting
Department, with the necessary information for the available cash and pending payments being

maintained.
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31.12.2011

Immedi
ate

Uptol
month

2-3

months

4-6

months

7-12
months

1-2
years

3-5

years

Over 5
years

With no
maturity

Non-current
assets

9157

42

4571

Financial assets
from related
parties

5

Financial assets

21

42

315

Trade and other
receivables from
related parties

6 346

6 346

Trade and other
receivables

2785

4319

7104

Non-current
liabilities

8 397

4 431

4 319

17147

Financial liabilities

3542

3 547

Trade and other
liabilities to
related parties

3103

3310

4319

10732

Trade and other
liabilities

1752

1116

2868

Net liquid
disbalance —
non-current

760

(4 389)

252

(3 377)

Cumulative
liquid
disbalance —
non-current

760

(3 629)

(3 377)

(3377

(3 377)

Current assets

31980

39362

6421

22 006

15 415

1483

Financial assets
from related
parties

226

Financial assets

14

15

148

1100

Trade and other
receivables from
related parties

10439

447

6738

478

Trade and other
receivables

28 831

5959

15259

14 563

64 612

Cash and cash
equivalents

31980

48

383

32411

Current
liabilities

17 685

18 036

19 329

30 452

8 495

93 997

Financial liabilities
to related parties

30

30

Financial liabilities

1010

2650

5 046

16 689

25 395

Trade and other
liabilities to
related parties

5266

7 688

5838

1836

20 628

Trade and other
liabilities

11 409

7 698

8 445

11 897

8 495

47 944

Net liquid
disbalance —
current

31980

21677

(11 615)

2677

(15 037)

(7012)

22 670

Cumulative
liquid
disbalance —
current

31980

53 657

42 042

44 719

29 682

29 682

29 682

29682

22 670

22670

Net liquid
disbalance

31980

21677

(11 615)

2677

(15 037)

760

(4 389)

252

(7 012)

19 293

Cumulative
liquid
disbalance

31980

53 657

42 042

44 719

29 682

30 442

26 053

26 305

19 293

19 293
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Market risk
Interest tisk
31.12.2011 Interest — free With floating With fixed Total
interest % interest %
Non-current assets 13 450 - 312 13 762
Non-current financial assets from 5 5
related parties
Non-current financial assets 307 307
Non-current trade and other 6 346 6 346
receivables from related assets
Non-current trade and other 7104 7104
recetvables
Non-current liabilities 13 600 3451 - 17 051
Non-current financial liabilities 3 451 3451
Non-current trade and other liabilities 10 732 10732
to related assets
Non-current trade and other liabilities 2 868 2 868
Exposure to non-current risk (150) (3 451) 312 (3 289)
Curtent assets 84 904 18 629 13 091 116 624
Current financial assets from related 147 75 222
parties
Current financial assets 1128 149 1277
Current trade and other receivables 18102 18102
from related assets
Current trade and other receivables 64 612 64 612
Cash and cash equivalents 915 18 629 12 867 32411
Current liabilities 68 611 24 199 75 92 885
Current financial liabilities to related 8 20 28
parties
Current financial liabilities 31 24199 55 24 285
Current trade and other liabilities to 20 628 20 628
related assets
Cutrrent trade and other liabilities 47 944 47 944
Exposure to cutrent risk 16 293 (5 570) 13 016 23739
Total financial assets 98 354 18 629 13 403 130 386
Total financial liabilities 82 211 27 650 75 109 936
Total exposure to interest risk 16 143 (9 021) 13 328 20 450

Analysis of the Interest Elasticity

The effect on profit / loss, net of tax 31.12.2011
An increase on the interest rate levels by 0,5% 40y
A decrease in the interest rate levels by ¢ 0,5% 40
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Currency risk

The Group is not exposed to currency tisk due to the fact that all the transactions and operadons of the
entities are conducted mainly in Euro and / ot BGN. Possible changes in the exchange tate of the U.S.
Dollar, or of other currencies, would not significantly affect the Group as the available cash resources,
denominated in these currencies, are immaterial.

5. Adjustments of etrots, changes in the accounting policy

During the current reporting period, no adjustments of errors have been conducted. Dutring the current
reporting period, the registered capital of Trace Group Hold has been increased by 22 000 thousand
BGN, and as a result, new 22 000 000 shares wete issued and are traded. The increase is recorded in the
retained profits and reserves, and so long as there is no change in the resources, in compliance with IAS
33, the prior year’s earnings per share are revaluated in conformance with the Standard’s requirements.

6. Key estimates and Management’s estimates, catrying a high level of uncertainty

In determining the amounts of some of the Assets, Liabilities, Income and Expense in the cutrent
Financial Statements, the Management has made several accounting assumptions and accounting
estimates. All these wetre conducted on the basis of the best estimates and information, available to the
Management as at the end of the reporting period. The actual results could differ from those presented in
these Financial Statements

6.1. Impairment of Inventory

At the end of the reporting petiod, the Management reviews the available inventory - matetials,
production and goods — in order to establish whether there are such whose net realizable value is lower
than their carrying value. In such a review as at 31.12.2011, no indications for impairment of inventories
have been established.

6.2. Impairment of Receivables

At the end of each reporting period, the Management reviews the estimates for doubtful debts and bad
debts.

Impairment of trade receivables is computed when there is objective evidence that the entity will not be
able to collect the full amount under the original terms of these receivables. As such evidence, the
Management considers the following: the establishment of significant financial difficulties of the debtor,
the probability of the debtor going into insolvency or other financial reorganization.

The entity has set an ordinary receivables period of 120 days, in which no interest is accrued on the
contractors. For some clients, with whom the Group maintains long-term trade cooperation, a longer time
petiod is allowed (180-240 days). If the receivables are not paid within the ordinary or specifically
negotiated period, the Management reviews the entire exposure of the client and estimates whether
conditions of impairment are present. These circumstances are accounted for by the Management when
defining and classifying a receivable for impairment. Impairment is the difference between the carrying
value of a receivable and the present value of the estimated future cash flows, discounted at original
effective interest rate. As at balance sheet date, and based on the Management’s expectations, the
following have been impaired: loans and interest receivables, amounting to 1 100 thousand BGN. There is
high level of uncertain with regards to the collectability of the later and as a result the policy to impair by
such 1/3 in the present and in the following two yeats has been approved; trade and other receivables
from non-related parties, the collectability of which are highly uncertain, amounting to 100% of the
nominal.

Movement of the impairment adjustment

Type 31.12.2010 Movement in 2011 31.12.2011
increase decrease
Trade and other receivables 5093 177 (201) 5069
Commercial loans 1100 1147 2 247
Total 6193 1324 (201) 7 316
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6.3. Recognizing income, generated under construction contracts (long-term service contracts)
The entity’s Management conducts a teview, as at yeat-end, of the incomplete construction contracts,
employing for the purpose the percentage of completion method or by determining the actual work
performed. Based on this review, best estimates for the completed works are been conducted and the
stage of contracts’ completion is been determined.

6.4. Actuarial valuation

In determining the present value of the non-curtent liabilities to the personnel on retirement, calculations
of certified actuaries have been employed. These are based on assumptons regarding mortality, the pace
of employees’ turnover, the future wages and salaries and a discounting factor. These assumptions are
regarded by the Management as reasonable and appropriate for the entity.

7. Operating lease

The Group holds assets under operating lease. In compliance with the lease agreements, the minimal
future lease payments per these contracts are as follows:

Minimal future lease instalments to non-related parties

Up to 1year 1year —to 5 years Over 5 years Total

Lease instalments 54 60 114

Total 54 60 - 114

Minimal future lease instalments to related parties

Up to 1year 1year—to 5years Over 5 years Total
Lease instalments 143 560 703
Total 143 560 - 703

8. Contingent assets and contingent liabilities

The issued on the Group’s entities bank guarantees for securing contracts” execution are:

Bank, issued the guarantee Guarantee’ value — in thousands of
BGN
UniCredit Bulbank PLC 31 661
MKB UnionBank PLC 18 934
First Investment Bank PLC 10 234
Corporate Commercial Bank PLC 4916

Lawsuits

“Trace Group Hold” PLC

In 2011, a lawsuit 023 O 148/11 was filed in the court in Munich, Germany, against MK-Nutzfahrzeuge-
Vermittlung von Maschinen und Nutzfahrzeugen. The financial interest of the lawsuit amounts to 84
thousand EUR and relates to the collection of receivables, namely advances paid in respect of a machine
for the building of concrete ditches.

In the beginning of 2012, Trace Group Hold Plc. is a plaintiff in the following cases, relating to the
collection of receivables as per the conducted Construction and Repair works:
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- Commercial Case N 60/12, filed in the Stara Zagora District Court against “Borsa Stara
Zagora” Plc., with a financial interest of 35 thousand BGN. As at 29.02.2012, the proceeding

is at the stage of documents’ exchange;

- Private civil case N 2382/12, filed at the Sofia Regional Court, 27, against the State Enterprise
“Transport Construction and Rehabilitation”, with a financial interest of 23 thousand BGN.
As at 29.02.2012, a warrant for execution under Art.410 is issued and it is expected to be
serviced to the debtot;

- Private civil case N 19/12, filed by the PC Chairman against the Municipality of Chirpan,
with financial interest of 10 thousand BGN. As at 29.02.2012, an execution claim has been
issued and on 02.03.2012 execution proceeding has been opened.

The Company is a third party drawn in a civil case Ne 16158/2011, filed by Valetia Dancheva against the
Sofia Municipality, with a financial interest 10 thousand BGN.

“Infrastroy” LTD
Two tax reviews on the activities of “Infrastroy”, ate still in process as at 31.12.2011. The reviews ate at
court phase as at year end:
¢ Tax Review 1

A tax assessment act has been issued on the entity on 10.05.2010, subsequent to the conducted on the
entity’s activities tax review, which had begun in 2009. In compliance with the act, the reviewing tax body
does not recognize 405 thousand BGN. The tax review was conducted subsequent to a submitted inquiry
for the reimbursement of a tax credit for the period 01 — 04. 2009, amounting to 927 thousand BGN. The
tax bodies have appointed a tax assessment review on the following liabilities, per periods:
Taxes, due under the Corporate Tax Law — 01.01.2008 — 31.12.2008
Taxes, due under the Personal Income Tax Law — 01.07.2008 — 31.05.2009
Taxes, due under the Value Added Tax — 01.08.2008 — 31.05.2009
Liabilities for social insurance conttibutions — 01.07.2008 — 31.05.2009
A complain is lodged against the tax assessment act, copied to the Director of the “Complains and
Performance Management” Directorate, at the Veliko Tarnovo, Tertitorial Tax Authotity of the National
Revenue Agency. The complain of “Infrastroy” LTD has been satisfied. Another tax authority has been
authorized as at July 2010.
The established tax liabilities, amounting to 633 633,23 BGN, are included in the issued tax assessment
act, Ne 071102204, dated 29.09.2011. These are:

- Additionally accrued VAT 429 646,56 BGN.

- Non-deductable tax credit 14 802,35 BGN.

- Interest, accrued with regards to VAT 143 428,03 BGN.

- Corporate tax — 34 884,10 BGN.

- Interest, accrued on Corporate tax — 10 872,19 BGN.
VAT, subject to reimbursement, amounting to 250 726,69 is established and included in the act. The total
of the due to amounts, subject to payment, accounts to 382 981,51 BGN.

On 13.10.2011, a complain is lodged against the tax assessment act 071102204, dated 29.09.2011, via the
Veliko Tarnovo, Territorial Tax Authority of the National Revenue Agency. An ordinance of imposing
security measures, with reference Ne 30719-5, dated 11.10.2011, was issued by the Veliko Tarnovo,
Territorial Tax Authority of the National Revenue Agency, on the seized assets at total cartying amount as
at 30.11.2010 - 2 611 553.48 BGN.

With Decision Ne 13, dated 10.01.2012, the “Complains and Performance Management” Directorate
confirms the lawfulness of the Assessment Act Ne 071102204, dated 29.09.2011.

A claim was filed on 11.01.2012 in the Administrative court of Veliko Tarnovo. The lawsuit, appointed to
take place on 06.03.2012, is rescheduled for May 06t 2012. Curtrently, three appraisals — technical-
construction appraisal, accounting appraisal and Vehicle inspection appraisal - are being conducted by
experts.
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9. Operating segments

The Group operates in one and the same business sectot, while the cote setvices rendered, as well as the
production of all the entities, are related, and participate in different stages of the principal activities. The
materials acquired and the produced goods hold a significant portion of the materials, input in the
provision of building and construction works. Also the risks and benefits, related with the principal
activities of the Group could not be separately identified due to the similarity of the nature of the
performed services, the characteristics of the environment and the clients of the entities. As a result, the
Group has adopted the policy to record its activities only on the basis of geographical principle.

The main clients of the Group, the revenue from the transactions with which account to over 10% of the
total revenues are:

e  The “Road” Agency

e The Ministry of Regional Development and Social Works

*  Municipalities

The realized income per goods and services are illustrated in Note 2.1 of the annual Financial Statements.
The breakdown of these per country, including and abroad is as follows:

Operating segments Bulgaria  Serbia Oman Total  Consolidation  Group
As at December 315t 2011

Income, including 378 205 218 - 378 423 - 378423
From external clients 378 205 218 378 423 378 423
Financial income 768 1 18 787 (18) 769
Including interest income 739 1 18 758 (18) 740
Expenses, including (357 128) (221) - (357 349) - (357 349)
Cost of materials (68 213) (14) (68 227) (68 227)
Hired services (256 369) (12) (256 381) (256 381)
Depreciation expense (6 361) (19) (6 380) (6 380)
Salaties and wages (21 724) (161) (21 885) (21 885)
Cost of impairment (1 324) (1324) (1324)
Other costs (3 137) (15) (3 152) (3 152)
Adjustments (10 418) (10 418) (10 418)
Financial expense (3 993) @) 39%) 18 (3 976)
Including, interest expense (3 031) 1) (3 032) 18 (3 014)
Sales of Non-current assets 86 86 86
Shares in associates 16 16 16
Tax expense (607) 8 (599) (599)
Profit / Loss 6 929 5 18 6 952 - 6952
Segmental assets 219 603 501 478 220 582 (476) 220 106
Segmental liabilities 140 398 36 140 434 476 140 910
Investment, under the equity 1390 1390 1390
method
Non-cutrent assets acquired 13596 13 596 13 596
Deferred tax assets 2259 19 2278 2278
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Operating segments Bulgatia  Serbia Oman Total  Consolidaton  Group
As at December 315t 2010

Income, including 338 661 254 - 338 915 - 338 915
From external clients 338 661 254 338 915 338 915
Financial income 1594 2 14 1610 (14) 159
Including interest income 808 2 14 824 (14) 810
Expenses, including (313 133) (263) ©) (313 400) - (313 400)
Cost of materials (34 657) (19 (34 676) (34 676)
Hired setvices (249 441) (52 “ (249 497) (249 497)
Depreciation expense 4 609) (19 (4 628) 4 628)
Salaries and wages (18 830) (135) (18 971) (18 971)
Cost of impairment (2 982) (2 982) (2 982)
Other costs (2 608) (38) (2 646) (2 646)
Adjustments (6 062) (6 062) (6 062)
Financial expense (4 137) (4 137) 14 (4 123)
Including, interest expense (2 651) (2 651) 14 (2637)
Sales of Non-cutrent assets 19 19 19
Shares in associates 95) (95) 95)
Tax expense (2 005) 11 (1994) (1994)
Profit / Loss 14 842 4 10 14 856 - 14 856
Segmental assets 255 482 497 460 256 439 (458) 255 981
Segmental Labilities 183 579 46 183 625 (458) 183 167
Investment, under the equity 1377 1377 1377
method
Non-current assets acquired 22 660 22 660 22 660
Deferred tax assets 1682 1 1693 1693

10. Event after the reporting petiod
No material events that require adjustments or special disclosure have occurred between the date of the
Consolidated Financial Statements and the date of authorization for issue of the later.

11. Going concern

The entity’s Management believes that the entity is a going concern and shall continue to act as a going

concern. The Management does not plan, nor does it intend to terminate the activides.
12. Disclosure in compliance with the legislative tequirements

The Group discloses the accrued in 2010 amounts, due for services rendered from the Registered
Auditors (CPAs), amounting to 174 thousand BGN.

74



“TRACE GROUP HOLD” PLC TR § CE
Consolidated Financial Statements for the year ending as at 31.12.2011 &=

14. Financial indicators and ratios

Indicators 2011 2010 Difference

Value Value Value %
Non-current Assets (total) 87 820 91 430 (3 610) -4%
Current Assets, including 132286 164 551 (32 265) -20%
Inventory 11 423 9 804 1619 17%
Current receivables 86 953 135503 (48 550) -36%
Current Financial assets 1499 5360 (3 861) -72%
Cash and cash equivalents 32411 13 884 18 527 133%
Total Assets 220 106 255 981 (35 875) -14%
Equity 78 934 72 100 6 834 9%
Financial result 7 268 15028 (7 760) -52%
Non-current Liabilities 19 197 26 040 (6 843) -26%
Current Liabilities 121713 157 127 (35 414) -23%
Total Liabilities 140 910 183 167 (42 257) -23%
Total Income 379 192 340 511 38 681 11%
Sales’ income 378 423 338 915 39 508 12%
Total Expense 371743 323 585 48 158 15%

Ratios 2011 2010 Difference
Value Value Amount Y
Profitability:
Return on Equity 0,09 0,21 0,12) -56%
Return on Assets 0,03 0,06 0,03) -44%
Return on Liabilities 0,05 0,08 (0,03) -37%
Net profit margin 0,02 0,04 (0,03) -57%
Efficiency:
Of cost 1,02 1,05 (0,03) -3%
Of income 0,98 0,95 0,03 3%
Liquidity:
Current ratio 1,09 1,05 0,04 4%
Quick ration 0,99 0,98 0,01 1%
Acid test 0,28 0,12 0,16 127%
Absolute liquidity 0,27 0,09 0,18 201%
Financial leverage:

Financial leverage 0,56 0,39 0,17 42%
Gearing 1,79 2,54 0,76) -30%
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The annual Consolidated Management Activities Report presents commentaty on and
analysis of the Financial Statements, and other significant information, regarding the financial position
and the outcome from the activities of “Trace Group Hold” Plc. and its subsidiaties. It comprises
information, disclosed pursuant to Article 33, para. 1 of the Accounting Law and Art. 100n, para. 7 of
the Law on Public offering of securities, as well as pursuant to Art. 32, para. 1, b.p.1 and 4 of Provision
Ne 2 of the Financial Supetvision Commission, and Azt. 187 and Art. 247 of the Commercial Act.

I. General information of the entity

Trace Group Hold Plc. is a public limited company, as per the meaning of Art. 100 of the Law on
Public offering of securities. The entity is registered in the district court of Stara Zagora, under company
file Ne255/2005

Domicile and Registered address: No. 71 “James Baucher” Blvd., 1407, Sofia
Mailing address: No. 12, “Nikola Obrazopisov” Str., 1408, Sofia.
Principal activities:

Building and construction woztks

Project Management in the fields of building and road constructions

Consulting services

Trade activities

Rental (sublease) of Non-current assets
Share capital:

24 200 000 BGN, distributed among 24 200 000 non-cash, personal, voting shares, at nominal
value of 1 BGN each. As of October 27® 2007, the shares of Trace Group Hold Plc. are traded on the

Bulgarian Stock Exchange.

Setvicing Banks:

UniCredit Bulbank Plec.

MKB Unionbank Plc.

First Investment Bank Plc.
Corporate Commercial Bank Plec.
United Bulgarian Bank Plc.

SG Expressbank Plc.

Piraeus Bank Plec.

Registered Auditor (CPA), in charge of the audit review: The Specialized Auditing Company
“HLB Bulgaria” Ltd
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I1. Business development
1. Principal Activities

Trace Group Hold Ple. is 2 Holding entity that unites branch related entities from the construction
sector. Their activities ate specialized in different lines, depending on the capacity and the location of the
respective entity. The Holding’s headquarters are located in Sofia, while the headquarters of the
subsidiaries are located in the structural regions of Bulgaria - Stara Zagora, Plovdiv, Bourgas, Pleven,
Yambol, Kardzhali, Smolyan and Kazanlak.

The Holding successfully executes projects under the operational programs of the Eutopean
Union, implements projects of national and regional importance, which are related to the construction,
maintenance, reconstruction, rehabilitation and awarding of projects, namely in the fields of: transport
infrastructure (roads, highways, airports and railway infrastructure), public utilities infrastructure,
hydraulic engineering and environmental landscaping, energy infrastructure, building and adjoining
infrastructure, e-communication networks and facilities, rehabilitation, reconstruction and construction
of roads, highways, airports, construction of underground stations and underground railways, ground
railway lines and facilities, utban infrastructure and road markings. It engages in consulting and
engineering activities, manages company shatres and shares in the capital of entities in the country and
abroad.

Trace Group Hold Plc. meets the criteria for participation in international procedutes of the North
Atlantic Treaty Organization, through the NATO Agency for Maintenance and Supply. The entity is
awarded with the NCAGE-code of manufacturer (supplier) of the NATO Codification System and a
unique D-U-N-S number that identifies the entity as a supplier of goods and services for the U.S. Federal
Government. This code is widely used by both commercial entities and the federal organizations of the
United States in the process of selecting partners for the execution of private and public projects (and
militaty projects) on the territory of each country (where such projects are executed). The entity is listed
in the Ministry of Economy and Energy database of candidates (applicants) for participation in the
international NATO procedures. This grants the entity the right to participate in proceedings under the
Dectee on the terms and conditions for the admission of Bulgarian physical persons or legal entities in
the procedures of the North Atlantic Treaty Organization (NATO) through the NATO Agency for
Maintenance and Supply (NAMSA).

The Holding holds the rights over the brands TRACE, issued by the Patent Office of the Republic
of Bulgaria — certificate with Registration No. 46360, dated 18.11.2005 and certificate with Registration
No. 46361, dated 18.11.2005. The patent was renewed on 30.11.2011, for a period of 10 years - until
14.12.2021.

Trace Group Hold Plc. is a member of the:

- Bulgarian Construction Chamber

- Bulgarian Branch Chamber “Roads”

- Confederation of Employees and Industrialists in Bulgaria (KRIB)
- Bulgarian Industrial Capital Association

- Bulgarian Chamber of Commerce and Industry
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2 Results from the entity’s activities.

Net Sales Income Structure:

The consolidated profit from operating activities, for the reporting period 2011, amounts to 379
192 thousand BGN and compared to the reporting petiod 2010, profits from operating activities record

an increase of 11.36 %.

The consolidated Net Sales Income amounts to 378 423 thousand BGN. Compared to the
reporting period 2010, these record an increase of 11.66% (in 2010 — 338 915 thousand BGN).

The generated by the Group revenues have been realized mainly on the territory of the Republic of
Bulgaria.

Relative Relative
Relative share share share
2011 2011 2010 2010 2009 2009
Sales of goods 1540 0.41% 1357 0.40% 1908 0.92%
Rendering of services, including 361 217 95.45% 330086 97.39% 196 842 95.29%
Services rendered under contracts
for Building and Construction works 355 697 93.99% 327 403 96.60% 196 565 95.16%
Sales of goods 3944 1.04% 3619 1.07% 3465 1.68%
Other income, including 11722 3.10% 3853 1.14% 4355 2.11%
Total 378 423 100.00% 338915 100.00% 206 570 100.00%
Net Sales Income / in thousands of BGN /
M 2011lr. w2010r. wm2009r.
400 000 361 217 355 697
350000 |
300000 |
250 000 196 565
200 000
150 000
100 000
50000 1540 357 908 39443 618 465 117223853 355
A—— @
Saless of goods Rendering of Services rendered Sales of Other income
services, including  under contracts for merchandize
Building and
construction works

Income from rendered services, accounting to 361 217 thousand BGN, holds the most significant
share in the Net Sales Income structure with 95.45%. In comparison to the prior reporting petiod, such
have grown in absolute value by 31 131 thousand BGN (2010 - 330 086 thousand BGN). Mainly, Net
Sales Income is formed by income, generated from building and construction works, amounting to 355
679 thousand BGN, and in comparison to 2010, such have grown by 10.68%.
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The projects, undertaken by the entities of the Group, which have generated in 2011 income from
rendered services are:

The other projects that have formed the 2011 result, per entities, are as follows:

1. Sofia Metro Extension — Metro Diameter I — Section “Mladost 1 Residential District (Metro Station13) —
“Tsarigradsko shoes” Blvd. (Metro Station 19), with underground parking lot, at length 2.150 km and 2
Metro Stations

2. Project for the Sofia Metro Extension — Metro Diameter II — from the Road junction “Nadezhda” to the
“Chertni Vrah” Blvd — Separate LOT II, Section “Patriath Evtimiy” — “Cherni Vrah” Blvd, at length 2,6 km
and 3 Metro Stations

3. Additional design and construction works on site: Trakia Motorway (A-4), “Otizovo — Bourgas”, Section:
LOT II “Stara Zagora — Nova Zagora”, from km 210+100 to km 241+900

Rehabilitation of road infrastructure, LOT II — North-West and central North region

5. Maintenance of Motorway Section from the Trakia Motorway, from km174+379 to km208+097- Road
junction Chirpan-East- km184+200, at length 2000 m.

6.  Rehabilitation of the railway infrastructure along the Sections of the railway line Plovdiv — Bourgas

7.  Construction of Water Supply and Sewerage Collectors, under an Integrated water project for the city of
Sofia — Phrase 11

8. Improvements in the physical and vibrant urban environment in the Lovech Municipality

9. Construction of building sewerage branches to the left Vladaiski collector, in the Section from “672” Stt. to

“605” Str. — Phases I and 11

10.  “Hemus” Motorway (A2) “Sofia Ring Road — Road Junction Yana” from km 0+000 to km 8+460

11.  ,, TRP 5/17 TRANSIT ROADS V - LOT 17, Road II- 16 “Mezdra — Rebarkovo — Eliseina”, Section Nel,
from km 0+000 to km 22+544,90; Road II- 16 “Eliseina — Svoge”, Section Ne 2, from km 224550 to km
50+790,53; Road II- 16 “Svoge — Novi Iskar”, Section Ne3, from km 50+790,53 to km 814778,84, at total
length 81,773 km.

12.  Rehabilitation of Road I-6, Section “Maglizh-Gourkovo”, from km 319+561 to km352+424,84=352+433
“Gourkovo-Sliven”, from km 352+433 to km 387+300, Contract TRP V LOT11

13.  Reconstruction of the roads in Kazanlak, the towns and villages and the regional road network in the
Municipality of Kazanlak in 2010. Under LOTs, approved with Decision Ne383, dated 04.02.2010. of the
Town council of Kazanlak: LOT 15; LOT 25, LOT 28; LOT 29

14.  Maintenance (preventative, current / general, winter and repairs and rehabilitation works in emergency
situations) of 620.500 km of National Roads, managed by the Road Infrastructure Agency — Regional road
management Kardzhali, pursuant to Art.19, para.1, b.p.1 of the Roads Act” Ne C-58, dated 19.11.2010

15.  Maintenance (preventative, current / general, winter and repairs and rehabilitation works in emergency
situations) of 779.7 km of National Roads, managed by the Road Infrastructure Agency — Regional road
management Stara Zagora, pursuant to Art.19, para.1, b.p.1 of the Roads Act” Ne C-54, dated 03.11.2010

16  Winter maintenance of the regional road network - IV class - 236 km, on the tetritory of the Stara Zagora
Municipality, for the season 2010-2011; 2011-2012, Ne1945, dated 12.10.2010

17.  Completing the manifold pump station in the “Zora” Residential District, discharge of the pressute pipe
from the manifold pump station in the “Zora” Residential District to the supplying collector and the
outflow channel of the rain overflow collector X1 — new” and contract 1615, dated 16.08.2011, for the
completion of the “Rain overflow collector of the manifold pump station in the “K. Ganchev” Residential
District and discharge of the pressure pipe from the manifold pump station “K. Ganchev” in a supplying
collector — by stage, Stara Zagora Nel1616

18.  Completing the manifold pump station in the “Kolyo Ganchev” Residential District and discharge of the
pressure pipe from the manifold pump station in the “Kolyo Ganchev” in a supplying collector — by stage,
Stara Zagora Nel615

19. Maintenance (preventative, cutrent / general, winter and repaits and rehabilitation works in emergency
situations) of 1263.69 km of National roads, managed by the Road Infrastructure Agency — Regional
Management Sofia, pursuant to Art.19, para.1, b.p.1 of the Roads Act” NeC-9, dated 23.03.2011

20. Maintenance (preventative, cutrent / general, winter and tepairs and rehabilitation works in emergency
situations) of 735.259 km of National roads, managed by the Road Infrastructure Agency — Regional
Management Lovech, pursuant to Art.19, para.1, b.p.1 of the Roads Act” NeC-7, dated 23.03.2011
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21.

Winter maintenance of the regional road network, Lovech Municipality 2011-2012, NeCA-447, dated
09.12.2011

22.

Engineering activities on site: “Rehabilitation of the regional roads from p.c. 1II-865-Boukova polyana -
Boukovo —~Galishte, km0-+000-14+000

23.

Engineering activities on building: “Rehabilitation and teconstruction of road IV-86544
Benkovski-Kitna-Draganovo, Section from km2+110 to km8+890, and of “Road Draganova — Machala

Karadzhovska” from km 0+000 to km2+030”

24.

Engineeting — Design and Rehabilitation of Road III — 608 Kazanlak — Bouzovgrad Srednogotrovo from
km0+000 to km3+388”

25.

Reconstruction of streets in the city of Kazanlak, the towns and villages, and the regional road network in
the Kazanlak Municipality in 2010. On LOT, apptroved by Decision Ne383, dated 04.02.2010 of the Town
Council — Kazanlak: LOT 15; LOT 25; LOT 28; LOT 29

“Building and construction works — town patk; park Borovetsi, reconstruction of roads in the Regional Road
Departments Yambol”

Building and construction works, under project “Overhaul of the road network in Elhovo”, financed under
Measure 322 “Renovation and development of towns and villages” of the Rural development program for
the period 2007-2013, LOT 1: “Overhaul of the “Alexander Stamboliyski” Blvd., from the street
“Tsaribrodska” to the bypass south”

28.

Building and construction works, under project “Overhaul of the road network in Elhovo”, financed under
Measure 322 “Renovation and development of towns and villages™ of the Rural development program for
the period 2007-2013, LOT 2: “Overhaul of the “Pobeda” Str., from the street “Pirin” to the “P.D. Petkov”

Str.,”

29,

Building and construction works, under project “Overhaul of the road network in Elhovo”, financed under
Measure 322 “Renovation and development of towns and villages” of the Rural development program for
the period 2007-2013, LOT 3: “Overhaul of the “Aleksandar Stamboliyski” Blvd., from the gas station to
the ZEAC station”

30.

For the awarding of the tender for the maintenance (preventative, current / general, winter and repairs and
rehabilitation works in emergency situations) of 587.6 km of National roads, on the territory of Regional
Road Departments YAMBOL, managed by the Road Infrastructure Agency, pursuant to Art. 19, para. 1, b.p.
1 of the Roads Act”

31.

Preventative, cutrent / general, winter and repair and rehabilitation works in emetgency situations of
539.011 km of National roads, managed by the Road Infrastructure Agency — Regional Road Management

Smolyan

32.

Partial asphalt works and reconstruction of streets and roads in the Smolyan Municipality

33.

Snow and winter maintenance of the regional road network, located in the Municipality of Smolyan, for the
operational seasons 2009/2010, 2010/2011 and 2011/2012. Lot Ne 1 the region of the Stoikite village, the
village of Shiroka laka, the village of Gela, the village of Solishta, the village of Stikal, the village of Varbovo
and the constituent neighbourhoods

34.

Building and construction works on road SML 3301/SML3258 Shiroka laka - Solishta/ - Solishta —
Bartseto neighbourhood, Solishta — Stikal, km0+000-3+400 and Stikal - Bartseto neighbourhood km

0+000-0+800

35.

Winter maintenance — snow removal and sanding of the regional road network of the Devin Municipality
for the four season 2010-2011, 2011-2012, 2012-2013 and 2013-2014

36.

Construction of the Municipal Market Building, near the former barracks yard

37.

Asphalting of the ground of the Producers’ Cooperatives at Mihalkovo

38.

Landside at km46+800 (right) on the road Devin — Mihalkovo

39.

Overhaul time village Stomanovo

40.

Reconstruction, development and grassing of the pedestrian areas “Aleksandrovska” Str., from “Tsaritsa
Yoana” Sq. to the “Toikata” Sq., “Sv. Sv. Kiril I Metodii” Str. - Bourgas

41.

Reconstruction and renewal of the open space surrounding the bandstand “OHYOVA” and the cultural
centre “MORSKO CASINO” in the Primorski park, Bourgas

Reconstruction of the “Hr. Botev” Str. and the “Tsar Petar” Stt. — Phase II (from “Ferdinandova® Str. to
“Ivan Vazov” Str.), Bourgas

43.

Construction of power — outlet — cable network for the expansion of the trolley bus transport in Bourgas

44.

Vertical planning of the “Lidl” Supermarket - F 123” | Bourgas
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45. Technical design and construction of traffic lights at the intersection of the streets “Vastanicheska” and the
Eastern Regional attery (road I1I-7908 “Meden Rudnik” Residential District — “T'varditsa” village) in the
“Meden Rudnik” Residential District, Bourgas

46. Repair of streets, roads and pavement within the Tertitorial Directorate “Vazrazhdane” of the Municipality
of Bourgas

47. Repair of streets, roads and pavement within the Territorial Directorate “Zora” of the Municipality of
Bourgas

48. Maintenance works on road signs and markings, repairs of existing and installation of new and street-side
and roadside equipment, and renovation of the station shelters of the Municipality of Bourgas

49. Repairs and partial construction to the existing traffic lights, and installation of new equipment, stations and
controllers at the place of the faulty ones, as well as maintenance of the traffic lights controlled intersections,
signalizing “Running pedestrian”, on the Municipality of Bourgas, as per the list set out in Annex Ne 2

50. Restoration of pavements, destroyed during emergency repairs of the water supply and sewerage system,
operated by “WATER AND SEWER” JSC, Bourgas, on the territory of the technical exploitation region of
the entity” - LOT 1 — Boutrgas region, LOT 2 - Bourgas Region - suburban — Dolno Ezerovo, Gorno
Ezerovo, Lozovo, Kraymortie, Sarafovo, Meden Rudnik Residential District

51. Repair works on the streets, roads and pavements within the territory of “Vuzrazhdane” TD, of the Bourgas
Municipality

52. Repair works on the streets, roads and pavements within the territory of “Zora” TD, of the Bourgas
Municipality

53. Maintenance works on road signs and markings, repair of existing and installation of new and street-side
roadside equipment, and renovation of the station shelters in the Municipality of Bourgas

54. Supply, manufacturing and installation of traffic signs, under the project: “Pedestrian overpass on the road
1-9 Varna-Bourgas, km 200+751,7

55. Reconstruction of the road junction of the “Transportna” Str., at HCP 810 with the traffic lights”

56. Building and construction works on site : Internal Residential Disttict street in the “Boudzhaka”
neighbourhood, Sozopol

57. Restoration of the rain sewer in the Kokalou region, Ravda village

58. Restoration of the asphalt surface on the territory of the Bourgas Airport

59. Asphalting activities on the ground, within the territory of “Belina Eko”

60. Overhaul of existing traffic lights in the Municipality of Bourgas, as per the list

61. Building and construction works, relating to the construction of the street HCP232-HPC463 for the stage -
HCP287 — HCP9, parking lots and temporary roads on the sites, located within the Mapi region, Sozopol
Municipality

62. Asphalting works on the servicing streets “Penelopa” in the town of Pomorie

63. Construction of house sewer turn-off in the village of Marinka, Bourgas Municipality - 78 house sewet turn-
offs, covered under the road I-9 “Bourgas — Marinka — Zvezdets — Malko Tatnovo

64. Rehabilitation of the asphalt sections on the territory of the Bourgas Airport

65. Road intersection to “EVIN Substation” in the property Ne 007 411, in the “Padarski mound”
neighbourhood, located on the tertitory of the town of Kableshkovo, Pomotie Municipality , on the road III
- 6,009 Kableshkovo — Aheloy” km.23 +550, on the right

66. Internal reshuffles road

67. Asphalting activities on the street HCP 900 - HCP 926 (Axis 2 — “Timok” Str., “Street HCP 900 — HCP
926” (Axis 2-“Timok” Str.) and “Street HCP 925 — HCP 926 (Axis 4 — “Evropa” Stt.) in the town of
Pomorie

68. Current / general repairs to drainage UPI II, 79 R.S., in accordance with the architectural plan of the town
of Sozopol

69. Design and implementation of the plan for the underground parking lot “Opera”, from the “Kliment
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Ohridski” Str., 168 Residential District, TSGCH, Boutrgas

70. Production and laying of asphalt mixtures in the tertritory of the town of Pomotie

71. Production and laying of asphalt mixtures in the territory of the town of Pomorie

72. Laying of asphalt in front of the “Medpetrol” petrol station, in the “Meden Rudnik” Residential District,
Bourgas”

73. Laying of stone-crushing road surface in the Municipality of Sozopol

74. Repait works in the yard of “Zornitsa Zvezditsa” Kindergarten 2

75. Execution of building and construction wotks, manufacturing, supply and laying of asphalt on the internal
ground of the “Hristo Botev” school, Pobeda Residential District, Bourgas™

76. Road intersection to “Service centre with the office of SCANIA BULGARIA” in the plot 1 6,7,8 array 125
in the “Geren Bunar” region, in “Dolno Ezerovo™ Residential District, Bourgas, on the road 9008-111
“Bourgas-Dolno Ezerovo Residential District, km. 5+400 left”

77. Execution of additional building and construction works, under the project: “Reconstruction of the “Hrz.
Botev” Str. And the “Tsar Peter” Str. — Stage II (from “Ferdinandova” Str. to “Ivan Vazov” Str.), Bourgas

78. Construction of sports grounds and football fields in the Residential Districts of Lozovo and Sarafovo, the
village of Cherno More, the Residential Districts of Banevo and Vetren, the villages Bryastovets and
Draganovo, Pobeda Residential District

79. External road links, open parking lot and street networks within the area, including and vertical landscaping

80. Supporting wall in RLP XII-47 m.82, Haynlaka area, and construction of vertical landscaping in the area
Haynlaka

81. Building and construction works on the tertitory of the town of Sv. Vlas , Nesebar Municipality

82. Construction of a spozts field complex, “Izgrev”, Bourgas

83. Rehabilitation of asphalt sections on the territory of the Bourgas Airport

84. Preventive maintenance, cutrent / general, winter and restoration and repairs work in emergency situations),
of 1169.4 km of state roads, on the tetritory of the Regional Road Departments Bourgas, managed by RIA -
RPS M.Tarnovo

85. Construction of forest road “Petdeset bouka” — “Govedarov vitr”, on the tetritory of the BSA “DGS
Tsarevo”

86. Repair of municipal road PVN 2121 (II-34-Debovo Nikopol)-Vabel (11-52), Vabel Municipality

87 Cutrent / general repair works on the road sutface of the streets in the central part of Nikopol

88. Laying hotizontal road marking on the territory of the Regional Road Department of Smolyan

89. Laying hotizontal road marking on the territory of the Regional Road Department of Smolyan

90. Marking EPG Malko Tarnovo, Bourgas District

91. DMC 1II 66 on the territory of the RPS Nova Zagora

92. Horizontal road matking on the road on the territory of A & S Maritsa Iztok 1

93. Restoration of HPM of the roads in the region of Mini Maritsa Iztok JSC

94. Horizontal road marking on the territory of the Regional Road Departments Stara Zagora — RPS Stara
Zagora

95. Horizontal road marking on the territory of the “LIDL” store in Yambol

96. Horizontal road marking on the road Asenovgrad — Chepelare

97. HPM - VIVA PETROL STATION SITE local roadway

98. Restoration of the road surface of the “Mogilata” Str. and “Srebarna” Str.

99. Metro station 10-11 Sveti Naum, reconstruction of the road sutface

100.  Two-way subway from km 15+448,84 /DK/ to km 15+557,04 /DK/ to “Mladost 4” Residential District

101.  BG161P0O001/2,1-01/2007/001-010-S-01 Lot 10 “Rehabilitation of Road III — 565, from p.c. with road II -

56 to Shishmantsi village, from km 0 +000 to km 17 +000, Plovdiv district
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102.  Execution of additional types of building and construction works, with reference to the site
BG161P0O001/2.1-01/2007/001-010 Lot 10 “Rehabilitation of Road III — 565, from p.c. with road II - 56
to Shishmantsi village, from km 0 +000 to km 17 +000, Plovdiv district”

103.  BG161PO001 / 2,1-01 / 2007/001-11-S-01 “Lot 13: Rehabilitation of Road 11I-5071 Chiflik — G.Krepost -
Stremtsi — Chernoochene, from km 2 +680 to km 17 +865, on road I11-597 Dabovets —Malki Voden road
fork, from km 30 +050 to km 34 +717, and road I11-663 Chirpan — Dimitrovgrad, from km 29 +000 to km
31 +742, Kardzhali and Haskovo regions

104.  Execution of additional types of building and construction works, with reference to the site BG161PO001 /
2,1-01 / 2007/001-11-S-01 “Lot 13: Rehabilitation of Road I1I-5071 Chiflik — G.Krepost - Stremtsi —
Chernoochene, from km 2 +680 to km 17 +865, on road I111-597 Dabovets —Malki Voden road fork, from
km 30 +050 to km 34 +717, and road II1-663 Chitpan — Dimitrovgrad, from km 29 +000 to km 31 +742,
Kardzhali and Haskovo regions

105. Maintenance (preventive, current / general, winter and maintenance and repair works in emetgency
situations) of 1263.690 km of national roads within the tetritoty of the SOFIA Regional Road Department’s
management.

106.  Current / general repairs and maintenance of the road sutfaces (including and the sidewalks on all streets,

municipal roads and state roads, as per the memorandum, signed between the Sofia Municipality and the
Road Infrastructure Agency) on the territory of the Sofia Municipality Zone I: Vitosha, Lozenets, Sredets
and Triaditsa regions

107.  Engineering works (Design and construction) on sites, per LOTs: Intersection of the two levels of “Andrei
Sakharov” Blvd. — “Andrei Lyapchev” Blvd.”

108.  “Intersection at km 54 +248 — on the right, between the road III 103 (Roman - Zlatna Panega) and the
road intersection to the local road

109.  Drains in the “G.Ezerovo” District — Bourgas Municipality

110. “Implementation of Bottom and Roof stones in the tunnel section from km 94+210,50 to km 9+284,60,
and implementation of bottom and intermediate stones, inside armoured/reinforced concrete walls to the
intermediate plate and the internal walls above the intermediate plate, from km 9 + 284,60 to km 9 +310”

111.  “Reconstruction of existing playgrounds in the “Triaditsa” Region”

112.  Building a race track for motocross freestyle within the sports hall “Arena Armeec”
113. Lot 28 - Rehabilitation of road I1I-591 Krumovgrad - dam “Stouden kladenets”, from km 0 +000 to km 24
+860

114.  Residential building, with offices, underground parking space and a bistto g / m 2 + underground parking
space, “Triaditsa” Region

115, Rehabilitation of the street network in the town of Lyubimets and the village of Malko Gradishte

116.  Construction works from the “Khan Kubrat” Str. to “Stefan Karadzha” Str., behind Residential blocks 17,
19 and 217, and construction works on the parking lot, near the District Histotical Museum

7. Construction of photovoltaic plants, 4 MW, Bezmer village, Yambol Region

118.  Overhaul of the regional road network and asphalt repaiting in the town and in the villages of the
Municipality of Elhovo, “LOT “Overhaul of the regional road netwotk and the villages”

119.  Overhaul of the regional road network and asphalt repairing in the town and in the villages of the
Municipality of Elhovo, “LOT Ne 2 “Asphalt repairing in the city and the villages”

120.  “LIDL” Supermarket, Sliven, under contract, dated 21.06.2010

In the reporting period 2011, the main assignors under contracts, undertaken by the entities of the
Group, ate the Road Infrastructure Agency and Metropoliten Ple. Contracts have also been signed with
the Ministry of Environment and Water and with Bulgarian Municipalities. Private investors form a non-
significant portion of the clients of some of the entities.

The net income from sales of goods represents just 0.41% of the total income from operating
activities. In 2011, such amount to 1 540 thousand BGN and are generated mainly from the sale of
asphalt mixtures, inert materials and rock flour. Sales of asphalt mixtures, accounting to 1 135 thousand
BGN, form the largest portion of these income and represent 73.70% of all income, generated from sales
of goods. These income record an increase in their absolute value over the reporting year (2010 — 1357
thousand BGN), yet these have decreased in their relative share to the total income generated. This is

9
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due to the fact that the entities, having asphalt bases and the entities, which are patties to concession
contracts for the production of inert materials, invest the manufactured by them goods in the sites on
which they perform building and construction works, or sale this production to other entities in the
Group that do not have their own production units.

Sales of goods also hold a small share in the net sales income. Sales of goods record an
insignificant increase both in absolute value, as well as in their relative share — 4 429 thousand BGN
(2010 — 3 619 thousand BGN) and 1.07% (2010) and 1.117 % (2011) respectively. Mainly, these income
is generated from sales of iron fixture and fuel from Trace Commerce Ltd, amounting to 1 848 thousand
BGN and 1 908 thousand BGN respectively.

Compared to the prior reporting period, a significant increase can be observed in the income,
generated from other sales in 2011. Other income comprise of income from sales of materials, rentals
(eases) of non-current assets. These amount to 11 722 thousand BGN, compared to 3 853 thousand
BGN in 2010. The largest portion of other income is formed by the income generated from sales of
materials, amounting to 9 629 thousand BGN. Mainly, such refer to fuel, sold by the Group’s entities to
their subcontractors with the purpose of ensuring a better organization and thythm of work.

The relative shatre that the different types on income hold in the net sales income is conveyed in
the graph below:

Net sales income - relativ share, expressed as a
%

H Relative B Relative W Relative
share in 2011 share in 2010 share in 2009
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-
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Financial income structure

In 2011, financial income amount to 769 thousand BGN and in comparison to the prior
reporting period 2010, it has recorded a significant decrease (2010 — 1 596 thousand BGN). The interest
income, generated from trade loans, record a decrease — 39 thousand BGN (2010 — 67 thousand BGN)),
the interest income, generated from leases have also decreased — 74 thousand BGN ( 2010 — 344
thousand BGN), and so has the interest income, generated from deposits placed — 34 thousand ( 2010 —
134 thousand BGN). The reason for this decreased lies in the fact that in the last reporting period, the
entities have not had sufficient amount of readily available cash resources, which to be granted for
investment purposes to third parties, as trade loans or deposits, placed in banks or other institutions. The
decrease recorded by the interest income, generated from leases, results from the termination of
subleases of non-current tangible assets to entities, other than those in the Group of Trace Group Hold
Plc. Compated to the prior reporting petriod, the interest income, generated from trade receivables
records a significant increase — 536 thousand BGN (2010 — 248 thousand BGN)

10
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TRACE

The structure and movements in financial income are illustrated in the table below:

Relative Relative Relative
Income 2011 share 2011 2010 share 2010 2009 share 2009
Interest income, including interest
income generated from: 740 96.23% 810 50.75% 442 98.22%
Trade loans 39 5.07% 67 4.20% 118 26.22%
Leases 74 9.62% 344 21.55% 47 10.44%
Deposits 34 4.42% 134 8.40% 199 44.22%
Current accounts 21 2.73% 16 1.00% 9 2.00%
Trade receivables 536 69.70% 248 15.54% 41 9.11%
Others 36 4.68% 1 0.06% 28 6.22%
Financial result from the sales of
subsidiaries and associates 574 35.96%
Foreign exchange gains 26 3.38% 4 0.25% 5 1.11%
Other financial income 3 0.39% 208 13.03% 3 0.67%
Total 769 100.00% 1596 100.00% 450 100.00%
Thousands of BGN
Financial Income
®2011r. m2010r. m2009r.
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Income structure per economic elements

In 2011, the expenses per economic elements have increased with 14.02% in comparison to 2010
and such amount to 357 349 thousand BGN, distributed as follows:

Thousands of BGN
Relative Relative Relative share
Type of expense 2011 share 2011 2010 share 2010 2009 2009
Raw materials and consumables 68 227 19.1% 34676 11.1% 33290 17.5%
Hired services 256 381 71.7% 249 497 79.6% 130 049 68.3%
Depreciation cost 6 380 1.8% 4628 1.5% 4 375 2.3%
Salaries and wages, and the personnel’s’
social contribution 21885 6.1% 18971 6.1% 18 029 9.5%
Impairment of assets 1324 0.4% 2982 1.0% 1348 0.7%
Other costs 3152 0.9% 2 646 0.8% 3364 1.8%

Total expenses per economic elements 357 349 100.0% 313 400 100.0% 190 455 100.0%

Expenses per economic elements / in thousands of BGN /

N 2011r. ®2010r. = 2009r.

300 000 7 256 381 249 497
250 000 .
200 000 .
130045
150 000 .
100 000 08 227
33290 6380 218835 97 2 64
50000 - 46284375 189748 029 2 983 ragd 152 64364
4 AnESsy AN
Raw Hired services Depreciation  Salaries, Impairment Other
materials, expenses  wagesand of assets expenses
materials and social
consumables contribution

costs

With an increase of 96.76%, Raw material, materials and consumables record the most significant
movement in the expenses per economic elements in compatison to the prior reporting petiod. These
expenses refer to direct costs and overheads, consumed in the production process, expenses for fuel,
tires, spare patts, electricity, stationary and consumables, water and others. During the reporting period,
their relative share in the total expenses per economic items has also changed and has teached 19.15%

(2010 — 11.06%).
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Raw materials — 53 121 thousand BGN — and Fuel costs — 10 958 thousand BGN — hold the
highest relative share to the expenses per economic items. Both types of expenses have recorded a very
significant increase. Raw materials have increase by 27 395 thousand BGN, or 106.49%, while Fuel cost
has increased by 5462 thousand BGN, or 99.38%. The reason behind this increase lies both in the
specific terms and conditions of the contracts, executed within the reporting period, as well as in the
large volume of transport costs, which have been incurred by the motor vehicles, owned by the
subsidiary Trace Trans Ltd. The practice of Trace Group Hold Plc. is such as raw materials and fuels are
putchased by the Holding’ subsidiary Trace Commerce Ltd. The centralized supplies of materials allow
thythmical supply of the Group entities, optimized prices and guaranteed quality of the purchased
materials.

Hired services comprise of: expenses incurred with regards to subcontractors, hired transport,
repairs, insurance, advertising, consulting and other contracts, security, taxes and fees and others. A non-
significant increase is observed in 2011, in compatison to the prior reporting period, of the absolute
value of the hired services — 256 381 thousand BGN (2011) compared to 249 497 thousand BGN (2010)
and a decrease in their relative share to the operational costs per economic items — 71.96% (2011)
compared to 79.61% (2010). The services, rendered by subcontractors, amount to 234 162 thousand
BGN, or 71.75% of the total amount of the hired services. Compared to 2010, such have maintained a
relatively stable level (2010 — 235 167 thousand BGN, or 94.26%).

The absolute and relative share of hired transport cost has decreased in 2010 (5 956 thousand BGN —
2.39%) compared to 2009 (4 144 thousand BGN — 3.19%). This is due to the exceptionally good security
of Trade Group Hold Plc., arising as a result of specialized Lorries owned by the entity.

The insurance costs for the reporting period amount to 1 002 thousand BGN and have increased
compared to the prior reporting period with 235 thousand BGN. Consulting and other contracts— 1 905
thousand BGN — and security costs — 298 thousand BGN — are the other components of hired services

that record an increase.

Regardless of the reviewed in 2009 accounting policy, relating to the depreciable useful life of
assets, depreciation costs convey a tendency of increase in their values. Such amount to 6 380 thousand
BGN (2011) compared to 4 628 thousand BGN in 2010. This increase tesults from the most significant
to the Group’s activity investment in non-current tangible assets, conducted in 2010 — the purchase of
100 Renault Kerax lorries, valued at 6 580 thousand Euro. The latter are acquited under a lease
agreement with UniCredit Leasing Plc., with maturity of 36 months. The acquisition of these vehicles
ensures the Group’s independency from its transport services’ suppliets and its ability to reach maximum
productivity and optimal costs, by establishing good organization in the management of these activities.
The acquisition of specialized vehicles, valued at 1 289 thousand BGN, is of great importance to the
entities’ activities in the reporting period, as it shall ensure the activities under the signed contracts for
current and winter maintenance.

Currently, in the reporting period, Trace Group Hold Plc. and the entities in the Group have
acquited non-current tangible assets, valued at 6068 thousand BGN. These included the acquired in
2011, as well as the put in operation assets, acquired in prior reporting periods, which required a
significant period of time for preparation in order to be put in use. The non-current tangible assets’
costs, amounting to 4 223 thousand BGN, have been capitalized. Machines and equipment, valued at 3
868 thousand BGN, and transport vehicles, valued at 1 799 thousand BGN, form the largest pottion in
the total amount of the acquired non-current tangible assets. Non-current tangible assets, valued at 405
thousand BGN, have also been acquired within the reporting period.

As at 31.12.2011, the Group has accrued costs for the impairment of assets that amount to 1 324
thousand BGN, which mainly result from the accrued impairment of the receivable of Trace Holiday Ltd
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from S.P. Jouel — N Dimitrov, amounting to 1 100 thousand BGN. The other impaired receivables from
clients amount to 18 thousand BGN for Trace Group Hold Plc., for Trace Plovdiv Ltd — 32 thousand
BGN, Trace Sofia Ltd — 48 thousand BGN. Rodopa Trace Ltd — 30 thousand BGN, for PSF
Mostinjenering JSC — 58 thousand BGN, USM JSC — 6 thousand BGN and for Trace Roads Ltd — 32
thousand BGN. There is uncertainty regarding the collectability of these impaired receivables.

Compared to the prior reporting period, the expenses incurred for salaries and wages have
increased in their absolute value by 2 914 thousand BGN (21 885 thousand BGN in 2011 against 18 971
thousand BGN in 2010), yet their relative share in the total operating costs remains constant (2011 —
6.14%) in comparison to the prior year (2010 — 6.05%). The average number of the employed as at
31.12.2011 personnel is 1 394 people, and in comparison to the respective figure as at 31.12.2010,
personnel has increased in the current reporting period with 30 people additionally being employed in
the Group (2010 — 1364 people).

The other expenses from operating activities include expenses for Business Trips, Entertainment
costs, expenses related to donations and grants, penalties and fee charges, sick leaves, provision for
upcoming costs and other costs accrued. In 2011, other costs amount to 2 092 thousand BGN and
tepresent 0.59% of the expenses per economic items. Such have recorded a dectrease - both in absolute
value, as well as in their relative share. A large portion of these expenses are formed by the provisions,
accrued under contracts. The later refer to the expenses for guaranteed maintenance, in compliance with
the contract terms, expected to be incurred in future periods when all income has been already
recognized. No significant changes can be observed with regards to these when compared with the prior
reporting period, since at the end of each reporting period the entities of the Group evaluate these
upcoming costs and timely reflect them as current liabilities.

The relative portion of each type of expenses, per economic elements, is reflected in the following graph:

Expenses per economic items — relative share, expressed as a
%

| Relative M Relative M Relative
share in 2011 share in 2010 share in 2009

£9.6% 80.0%
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60.0%
50.0%
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Financial expenses’ structure

In 2011, financial expenses have decreased by 3.56% compared to the financial expenses
incurred in 2010 and amount to 3 976 thousand BGN. Interest expense, namely interest expense,
incurred under leases, form the largest portion of financial costs. The volume of such has increased to 1
341 thousand BGN, compared to 1204 thousand BGN incurted in 2010. In 2011, Trace Group Hold
Plc. continues the execution of the contracted in the period 2008 — 2010 leases with “Intetlease” Plc.
“Intetlease Auto” Plc. Hypo Alpe Adria Leasing Ltd and UniCredit Leasing Plc. In 2011, new leases with
Sogelease Bulgaria Ltd, amounting to 147 thousand BGN have come to effect.

Thousands of BGN
Relative share Relative Relative
Expense 2011 2011 2010 | share 2010 2009 | share 2009
Interest expense, including Interest
Expense, incurred under: 3014 75.80% 2637 63.96% 2216 44.93%
Trade credits 12 0.30% 26 0.63% 29 0.59%
Loans from financial institutions 1207 30.36% 573 13.90% 622 12.61%
Leases 1341 33.73% 1204 29.20% 651 13.20%
Deposits 1 0.03%
Trade liabilities 318 8.00% 772 18.72% 876 17.76%
Others 135 3.40% 62 1.50% 38 0.77%
Transactions with financial instruments 251 6.09%
Foreign exchange losses 30 0.75% 35 0.85% 12 0.24%
Result of the sale of subsidiaries 1695 34.37%
Other financial expenses 932 23.44% 1200 29.11% 1009 20.46%
Total 3976 100.00% 4123 100.00% 4932 100.00%

Loans from financial institutions record the highest inctease compared to 2010 figures.

Interest expenses, incurred under credits from financial institutions, amount to 1 207 thousand
BGN and have increased compared to 2010 by 634 thousand BGN (2010 — 573 thousand BGN). This is
a 110.65% increased in comparison to the prior reporting period. With the purpose of ensuring the
construction activities of the Holding’s entities and ensuring rhythmical activities through timely supplies
of the core materials consumed, the entities of the Group have signed contracts for credits in the form
of credit lines and overdrafts, which shall be exploited as working capital. As at 31.12.2011 the following
contracts, signed with bank institutions, are effective:

Type of credit Creditor Amount / BGN/
Revolving UniCredit Bulbank 5 000000
Revolving UniCredit Bulbank 8 000 000
Revolving MKB Unionbank Pic. 4000 000

Corporate Commercial Bank Plc.

Contract for Bank credit 300 000
Bank guarantees Corporate Commercial Bank Plc. 17 000 000
Contract by which are undertaken
credit liabilities under an overdraft
credit line UniCredit Bulbank 1500000
Credit line Corporate Commercial Bank Plc. 300 000
Overdraft per current account
Ne 0130D-L-000001/30.07.2010 First Investment Bank Plc. 2200000€
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A decrease of the foreign exchange losses can be observed in 2011 and such amount to 30 thousand
BGN, compared to 35 thousand BGN in 2010. Their relative share is approximately the same (2011 —
0.75%)

Due to the needs of the Group’s entities to secure both their participation in bids, as well as the
advance payments and the good execution of the construction contracts’ processes, via bank guarantees,
Trace Group Hold Plc. and the entities in the Group have signed framework contracts for bank
guarantees. As at 31.12.2011 the amounts per contract and the placed bank guarantees are as follows:

Bank Limit amount per contract Guarantees in effect as
at 31.12.2011
First Investment Bank Plc. 20 000 10 234
MKB Unionbank Plec. 22950 18 934
UniCredit Bulbank 33 500 31 661
Corporate Commercial Bank Plc. 17 000 4916
Total: 93 450 65 745

Other than the framework bank guarantee contracts, in 2009, two bank guarantees were issued by
the Corporate Commercial Bank Plc. to PSI JSC — a bank guarantee for advance payments and a bank
guarantee for the execution of the project “Sofia Metro extension — Diameter I, Section Mladost 1
Residential district (MS13)— “Tsarigradsko Shosse” Blvd (MS19). with underground parking lot at length
of 2150 km and 2 metro stations”. In 2011, the value of the bank guarantees has decreased due to the
reimbursement of a portion of the advance payments. As at 31.12.2010 these were amounting to 9 249
thousand BGN.

As a result of the significant value, carried by the effective for the period bank guarantees, othetr
financial costs account to 932 thousand BGN (2010 — 1200 thousand BGN). The decrease of these costs
results from the maturity of the bank guarantees for advance payments, issued with regards to some large
projects, executed in the period. This value includes both the related to the bank guarantees fees, as well
as the fees for maintenance and servicing of the bank accounts.

No significant changes can be observed in the other types of financial costs for either of the
comparative periods.

The relative share of expenses per economic items is reflected in the graph below:

Expenses per economic items — relative share, expressed as a %
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Personnel

In 2011, the structure of the personnel, employed within the Group, petr labour category, is as
follows:

Number of employees Number of employees
as at 31.12.2011 as at 31.12.2010
Total employees 1394 1364
Management 124 110
Analytical Seniors 114 89
Practical Seniors 149 173
Assistants 58 46
Personnel, rendering services 18 20
Qualified employees 151 169
Machine operators, plant operators 413 397
Low-qualified employees 362 360

Regardless of the challenging economic environment and the growing unemployment in the
country, the entities in the Trace Group Hold Plc. structure have maintained the same number of
employees throughout 2011. The Holding’s Management puts great efforts to ensure such an
employment rate and in the next reporting period.

3. Financial-accounting analysis. Financial indicators and ratios

Accounting policy

The Financial Statements of Trace Group Hold Plc. are prepared in compliance with the
requirements of the International Financial Reporting Standards, approved by the Eutopean Union. The
entity continues to apply the accounting policy adopted in 2010. The main principles of the Accounting
Law and the requirements under the International Accounting Standards are applied throughout. The
entities in the Group of “Trace Group Hold” Plc. use an Individual Balance of Accounts and apply
uniform accounting policy.

Financial indicators, ratios and coefficients

The putpose of any entity is to organize its activities in a manner that will allow it to obtain
maximal economic effect. The monetary measurement instrument of this effect ate the profits earned. In
the current reporting period, the entity records a financial result of 6 246 thousand BGN profits, which
represents a decrease of 54% in comparison to the one recorded in 2010. Total income has increased by
9% when compared to the total income in the prior reporting petiod, while expenses by 29%. This
means that the entity realizes its income by employing mote resource in compatison to the ptior year.
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The entity’s position for the financial reporting in 2011 is conveyed by the following economic
indicators:

14. Financial indicators, ratios and coefficients

Indi 2011 2010 Difference
néicators Value Value Amount
Non-cutrent assets (total) 87 820 91430 (3 610) -4%
Current assets, including 132 286 164 551 (32 265) -20%
Inventory 11423 9 804 1619 17%
Current receivables 86 953 135 503 (48 550) -36%
Current financial assets 1499 5360 (3 861) -12%
Cash and cash equivalents 32411 13 884 18 527 133%
Total assets 220 106 255 981 (35 875) -14%
Equity 78 934 72 100 6834 9%
Financial result 7268 15 028 (7 760) -52%
Non-current liabilities 19 197 26 040 (6 843) -26%
Current liabilities 121713 157 127 (35414) -23%
Total liabilities 140 910 183 167 (42 257) -23%
Total income 379192 340 511 38 681 11%
Sales income 378 423 338 915 39 508 12%
Total expenses 371743 323 585 48 158 15%
Ratios 2011 2010 Difference
Value Value Amount %
Profitability:

Return on equity 0,09 0,21 0,12) -56%
Return on assets 0,03 0,06 (0,03) -44%
Return on liabilities 0,05 0,08 (0,03) -37%
Net profit margin 0,02 0,04 (0,03) -57%

Efficiency:
Of cost 1,02 1,05 0,03) -3%
Of income 0,98 0,95 0,03 3%

Liquidity:
Current ratio 1,09 1,05 0,04 4%
Quick ratio 0,99 0,98 0,01 1%
Acid test 0,28 0,12 0,16 127%
Absolute liquidity 0,27 0,09 0,18 201%

Financial leverage:

Financial leverage 0,56 0,39 0,17 42%
Gearing 1,79 2,54 0,76) -30%

The Profitability (teturn) coefficient is an important criterion for the economic efficiency of the
entity. As quantitative characteristics of the entity’s sales income efficiency, of the efficiency of equity, of
real assets and liabilities, such are subject to mnvestors’ interest as they indicate the rate of return on
capital. The reduction in the 2011 profits is a prerequisite to lower ratio levels in comparison to the prior
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yeat. Nevertheless, their values remain positive figures. The return on equity measutes the magnitude of
the book value of 1 BGN of equity and reached 0.09 in 2011.

The efficiency ratios are quantitative characteristics of the relationship between the entity’s
revenues and expenditure. The main factor, influencing their change is the change in the income’ and
expenses’ structure. When compared to 2010, a reduction of the revenue efficiency to the costs efficiency
is observed. In practice, in the course of the entity’s activity, 1.02 BGN of income incur 0.968 BGN
costs.

The liquidity ratios are essential for the analysis and evaluation of the entity’s activities, as such
express its ability to timely settle its debts with the available assets. Reviewing it in a dynamic aspect,
liquidity implies the ability of the entity’s available assets to be transformed into liquid assets. The
liquidity ratio for 2011, calculated as a coefficient between the current assets, amounting to 132 286
thousand BGN and the cutrent liabilities, amounting to 121 713 thousand BGN, is 1.09. Higher ratio
levels provide better opportunities for the entity to settle its current liabilities with sufficient cettainty. At
a value above 1 unit, the risk that the entity will fall into a state of inability to meet its liabilities is too low.
During the reporting petiod, all liquidity ratios carry higher values than the respective in 2010.

Related with the liquidity ratios are and the indicators of financial leverage. Such characterize
the degree of the entity’s financial independence from creditors, ie. the degree of utilization of the
botrowed capital. The financial leverage coefficient is the ratio between equity and the total liabilities. In
2011, financial leverage recorded an increase of 42% in compatison to the respective value in 2010.

The debt ratio conveys the amount of the liabilities accounted in respect of 1 BGN of equity. Liability is
not a negative indicator, if the entity skilfully uses the borrowed funds and does not bear sanctions in the
execution of the contracts that it has signed.

The conducted analysis shows that the financial year has been successful for Trace Group Hold Plec.
and its subsidiaries. It cannot but be noted that the entity operates in an environment, influenced by the
state of the European and worldwide economic processes. The low income growth in the country
indirectly affects the construction industry, which is financed mainly from public funds. The incteased
price levels of core construction matetials and services, of fuel (light and dark) reduce the profitability of
long-term projects that the entity executes, as the initially budgeted prices change significantly. Delays in
the disbursement of funds by assignors and the use of expensive resources attracted also influences the
activities. In practice, the costs that the entity incurs in the realization of 1 unit of revenue have
increased. This in turn reduces the levels of operating profit. Regardless of the challenging economic
environment and the growing unemployment rate in the country, throughout the period, the Holding has
maintained the same average number of personnel and the same remuneration levels.

With the purpose of achieving better results in the next year, and in the long term, the Management’s
efforts are focused on the business development, including progress through diversification of the
services rendered.
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Management’s responsibility:
The Management confirms that is has consistently applied an adequate accounting policy.

The Management also confirms that is has complied with the effective IAS and IFRS. The
Financial Statements are prepared under the going concern principle.

The Management bears responsibility for the proper bookkeeping, for the expedient asset
management and for the undertaking of the necessary measures for the evasion and establishment of
potential mistreatments and other irregularities.

4. Investment portfolio

Investments 31.12.2011 31.12.2010
amount value amount value
TECHNOSTROYENGINEERING 99 JSC 33% 1390 33% 1374
SOFSTROY-TRACE LTD 50% 3
Total 1390 1377

On 05.06.2011, as a result of the completion of the project “Rehabilitation and construction of
the west road overpass from the road junction Mladost Residential District — Al. Malinov Blvd. — Ring
Road”, Trace Sofia JSC terminated its participation in Sofstroy-Trace Ltd.

5. Dividend policy

The policy, adopted with regards to dividend distribution, is consequent to the profit distribution
policy, applied by the entity. The Board of Directors believes that the entity’s profits should mainly be
invested in new capacity that is required to achieve the executed activities’ efficiency and to improve the
industrial and technological facilities of its subsidiaries.

A major commitment to the corporate management of Trace Group Hold Plc. is increasing the
confidence of the shareholders and part of this commitment is dividend distribution, targeting to meet
the shareholders’ expectations. The entity’ Senior management strives to take balanced decisions
regarding dividends, taking into account the available resources, the economic situation and the
shareholders’ desires.

In 2011, dividends from the 2010 financial result were distributed. Such amounted to 578 947.37
BGN, which represents a 26.32 BGN cents per share.

6. Quality Control System

The process control system, affecting the quality, the environment, the health and the safety at
wotk in Trace Group Hold Plc. covers: Implementation of projects in Bulgaria, participation in
international tenders in the country and abroad. Construction, maintenance, reconstruction,
rehabilitation and awarding of projects, namely in the fields of: transport infrastructure (roads, highways,
aitpotrts and railroad infrastructure), public utilities infrastructure, watet-engineering and environmental
grassing, energy infrastructure, building and adjacent infrasttucture, e-communications networks and
facilities.

Consulting and engineering activities. Acquisition and management of interests in and shares of
the capital of entities, based in the country and abroad.
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The main activity lines, targeting to improve the Quality Control System are the following:
- Participation in the preparation of the entity’s business program;

- Application of the requirements under ISO 9001:2008 with regards to the quality management
in Trace Group Hold Plc,;

- Personnel training on the implementation of the requitements of the integrated system;
- Preparation of inputs (data) and a Review of the QCS Manual of Trace Group Hold Plc.;
- Implementation of the Internal Audit Program

- Demonstrating the system’s compliance to the requirements in terms of quality, environment,
health and safety at work under contractual relations.

The entity’s business program is prepared and approved in the first half of 2011. The quality
objectives for 2011 are defined per units and for the entity as a whole. The core guidelines for the
system’s improvement in 2011 are identified and an audit program has been developed.

In July 2011, an audit was conducted to recertify the Integrated Quality System, which resulted in
Trace Group Hold Plc. being awarded: Certificate Ne QMS/11141/BG/R, dated 11.07.2011, in
compliance with ISO 9001:2008; Certificate Ne EMS/11142/BG/R, dated 11.07.2011, in compliance
with ISO 14001:2004; Certificate Ne OHSMS/11143/BG/R, dated 11.07.2011, in compliance with
OHSAS 18001:2007.

All the entities in the structute of Trace Group Hold Plc. maintain a Quality Control System in
compliance with the requirements of ISO 9001:2008.

Trace Group Hold Plc. regards the protection of privacy, health, rights and welfare of its
employees and the environment, as elements of prime and fundamental impottance in executing and
developing its activities, and in confirmation of this, as at the 2011 year-end, it has taken actions for
preparing the implementation of the System for Social Responsibility SA 8000. Apart from Trace Group
Hold Plc., Trace Sofia JSC, Trace Bourgas and PSI JSC were also awarded the Social Responsibility
Certificate SA 8000.

Studies for the implementation of specialized software for integrated management of the business
processes began in 2011. The project that is currently under work in progress includes softwate selection
and the choice of an introducer of such a system. The implementation of such software would allow the
entity to improve the organization of business activities’ performance, would increase the holding’s
competitiveness, as well as that of its subsidiaries. A project was also prepared with which we applied
under European programs for funding the implementation of the above mentioned software.

7. Environmental protection

Trace Group Hold Plec. applies the international standards for environmental management. The
Group regards its sustainable development, competitiveness and economic prosperity as closely related
to the global efforts for environmental protection. The corporate governance of Trace Group Hold Ple.
appreciates the importance of the eco balance in nature and prioritises the performance of events,
targeting to reduce the harmful effects on the environment in the execution of the entities’ activities. All
production facilities (grinding mill plants, asphalt plants, rock flour plants, etc.) are equipped with
filtration systems for capturing toxic exhaust emissions that are generated in the course of their
operations, and are complying with the requirements of the control bodies that monitor the
environmental protection. Gradually, the structure’ technical equipment and vehicle fleet was renewed.
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The specialized machinery and trucks meet the European and international standards for environmental
protection.

All the entities in the group of Trace, including and Trace Group Hold Plc., are awarded the
certificates ISO 14001:2004 & OHSAS 18001:2007 for environmental, health and safety at work. The
Management has identified, described and provided resoutces and information on all processes affecting
the quality, the environment, the health and safety at work in conformance with those standards.

The latter are subject to management, which is focused on the continuous improvement and
efficiency.

The Group’s senior management pays great attention to the processes, the activities and the
materials consumed in the course of operations. All levels of the group are involved by having targets
and required outcomes set upon them. In the production and construction processes, the entity prefers
to use locally produced resources, which cuts the costs for transportation, and hence prevents and the
environmental pollution.

Trace Group Hold Ple. strictly conforms to the environmental legislation with regards to the
production of construction materials, the disposal of construction waste and the prevention of soil
erosion during earth excavation works.

8. Risk factors

Political risk

The political risk relates to the possibility that internal political disturbances shall occur ot
adverse changes in economic legislation shall come in effect. This risk is linked to the possibility that
the local Government shall unexpectedly change its politics and policies, and as a result the
environment in which the entities perform its economic activities shall change unfavourably, and the

investors shall suffer losses.

The activities of Trace Group Hold Plc. are directly dependent on the state budget, the budget
of the municipalities and on the international agreements for project financing. Delayed state payments
to the entities in the infrastructure sector have a negative impact on the liquidity of the later and on
theit financial results. The inter-company debt increases, which is a serious risk for all companies in the

sector.

Currency risk

By its nature, cutrency risk refers to the risk of increases or decreases in the exchange rates,
resulting in formation of gains / (losses) from translations of the holding entity’s income and expenses.
Due to the fixed exchange rate of the BGN to the Euro, this risk is currently regarded as relatively low.
For investors operating in a different currency, the risk of fluctuations in the exchange rate of the
operating currency to the BGN is limited by the changes of the exchange rate of the operating currency
to the Euro. With regards to the currency risk, Bulgaria applies parameters, close to those applied by the
Member States of the EU.
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Inflation risk

Inflation risk refers to the possibility of an increase in the general price level in the economy,
resulting in the reduced purchasing power of the local cutrency. In recent years, under the currency
board conditions and the restrictive fiscal policy, the inflation in Bulgaria has been kept at relatively low
levels and it is expected to remain such in the coming yeats.

The price levels of basic raw materials and consumables are of particular importance for the
entities, operating in the construction industry. This is especially true for bitumen, diesel, aggregates,
fixtures and reinforcements, cement, which are crucial in formulating the outcome of long-term
construction contracts. In 2011, a significant increase in the prices of core raw material is observed in
compatison to their levels in 2010. A clear example of this is the presented hereafter graph of the
changes in the price levels of road bitumen and diesel fuel. In long-term contracts, the petiod between
the preparation of the offer (budget) and the project’s execution usually lasts over 2-3 years. When
formulating and offering prices, it is very difficult to forecast the drastic changes in the prices of some of
the core materials and consumables, and more specifically of road bitumen and diesel fuel.

The movements in the prices of road bitumen and diesel fuel for the past two yeats is conveyed

in the graphs below.

Road bitumen, exclusive of VAT, per ton, denominated in BGN
1200
1140
1080
1020
960
900
840
780 - & Road
720 bitumen,
660 exclusive
600 T T T T ¥ T T T T T T |Of VAT’
Q Q 9 Q Q Q N N N N N N oV
N Y oY AY oY N N oY AY oY N N
N N N N N N N N N N N A N
Diesel fuel per 1000 I., exclusive of VAT and denominated in BGN
2000 —4=Diesel
fuel
per
1000
1700 .,
exclus
ive of
VAT
1400 T T T T T T T T T T T T T H H T T T T T H T T 1 and“.
O O 0O O 0O O O O 0o 0 0o 0 o4 v v 4 d o o 4 A oA «= «
i = — i i i i - - i e e v ol Lo — — — — i
O O O O O O O O O O O O O O O O O O O O O o O o O
N AN AN (N (N AN AN AN AN AN NN AN NN NN N NN NN NN N
A N F N O N0 00 dN NS W YN 0O A A
LS S S N (S S T i T T S S Sk S S S B S A R S
L] — L] —

23



TRACE GROUP HOLD PLC CE

Annual Consolidated Management Activities Report for the year 2011

Interest risk

Interest risk is the risk of unfavourable changes in the interest rates, which on the one hand
reflect on the interest costs and on the other on the possible difficulties in borrowing. It is directly
related to the inflation process. In 2011, a tendency to maintain high interest rates can be obsetved. The
interest risk beard by Trace Group Hold Plc. in the curtent year atrises from leases and contracts for
banking services, relating to the use of credits and the issue of bank guarantees.

The price levels of the financial services rendered shall continue to be of core importance for the
entity and in 2012. The expenses incurred from bank guarantees and financial leases will hold a high
relative share in the financial costs, and given the planned volumes of work over the next year, such shall
significantly influence the financial results.

Sectorial risk

It arises from the impact of technological changes in the industry, on the income and cash flows,
the management’s aggression, the tough competition of foreign and domestic producers and others.

With regards to the activities of Trace Group Hold Plc., the sectorial risk refers to the continuous
penetration of the Bulgarian construction industry by foreign entities.

Never the less, the increased competition is a stimulus for development in any organization. In times of
intense competitive conditions, Trace Group Hold Plc. is defined as a leading construction structure,
which is a benchmark for professionalism, quality, speed, and which employs specialists, qualified in
different fields.

Entity risk

Entity risk relates to the nature of the entity’s principal activities, the parameters, terms and
organization of the production and technological process, the security of the financial results and other
factors. The effect that this risk has on the entity’s activities depends on the Management’s professional
skills. To minimize this risk, the entity relies on increasing the efficiency of the inter-company planning
and forecasting, which will provide opportunities to overcome the possible negative consequences of a
risk event that has occurred.

ITI. Significant events that have occurred as of the beginning of the year

The following are regarded as significant events that have occurred after the date of the Financial
Statements:

1. Framework agreement for bank guarantees, amounting to 10 million BGN, signed with
Corporate Commercial Bank Plc. in the end of January 2012.

2. Restructuring, through the merge of Trace Build JSC in Trace Sofia JSC, on January 25"
2012. As a result of the merge, the receiving entity — Trace Sofia [SC — continues to act as a joint stock
company, while the acquiree Trace Built JSC terminates its activities as a separate legal entity, without
going in liquidation procedures. Under the effective laws, the receiving entity Trace Sofia JSC becomes
universal assignee of the entire property of the restructured entity Trace Build JSC, with all assets and
liabilities of Trace Build JSC passing over to Trace Sofia JSC.

3. On 30.03.2012 , the COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS “TRACE PORDIM” has signed with the Road Infrastructure Agency, a contract for the
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execution of the project: “Rehabilitation of road I1I-3403 Slavianovo — Pordim — from km 10+654,81 to
21+763.03, Pleven region — Application number: 2(2i)-1.1-3”

Partners in the COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS
“TRACE PORDIM” are TRACE GROUP HOLD PLC - leading partner and PSI JSC — pattner.

The contract is valued at 6 015 628.04 BGN.

The contracts execution is 12 months as of the date on which the Protocol, framework Ne 2a,
under Decree Ne 3, dated 31.07.2003, is prepared and signed.

IV. Research and Development

The entity does not engage in Research and Development.

V. Information disclosed in compliance with the requitements of the Commercial Act
1. Treasury shares. Share redemption

The entity does not hold any treasury shares. In 2009, the decision to redeem shares of Trace
Group Hold Plc. was taken. As at 31.12.2011, the right of redemption was not yet exercised.

2. Information on the Board of Directors

Trace Group Hold Plc. has a one level management system, with a Board of Directors consisting
of 7 members:

Nikolay Ganchev Mibaylov — Chairman of the BoD
Tsvetan Ivanov Tsonev — Member of the BoD

Ivan Dipsitrov Hristov — Member of the BoD

Manol Peychev Denev — Member of the BoD

Miroslav Kalehev Manolov — Member of the BoD
Anton Nikolov Donchey — Member of the BoD

Maria Georgieva Kavardzhikova — Member of the BoD

The entity is represented and managed jointly, or separately, by Nikolay Ganchev Mihaylov and
Tsvetan Ivanov Tsonev — Executive Directors.

The Board of Directors of Trace Group Hold Plc. manages the holding and decides on all
matters relating to the activities, with the exception of those that are under the competences and the
authority of the General Meeting of the Shareholdets.

The members of the Board of Directors are elected by the General Meeting of Shatreholders, for
a 5 years mandate.

The Board of Directors determines the entity’s vision, objectives and strategies; it establishes the
entity’s tisk policy; it establishes the entity’s risk management system and the internal audit system; it is
responsible for the creation of a financial and information system in the entity; it approves the entity’s
business plan; it determines the entity’s policy in respect of disclosures and investors’ relations; it
determines in writing the structure, the scope of tasks, the working methods and the reporting
procedures.
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Information on the purchases, and ownership, of the entity’ shares by the Members of the
Board of Directors

The members of the Board of Directors hold entity’ shares, as follows:

No. of shares Value % share
Nikolay Ganchev Mihaylov 19 492 000 19 492 000 80.55%
Tsvetan Ivanov Tsonev 55781 55 781 0.23%
Manol Peychev Denev 36 740 36 740 0.15%
Miroslav Kalchev Manolov 22000 22000 0.09%
Ivan Dimitrov Hristov 0 0 0.00%
Anton Nikolov Donchev 0 0 0.00%
Maria Georgieva Kavardzhikova 0 0 0.00%

No privileges, or exclusive rights, to purchase shares and bonds are provided for the members of

the BoD.

The elected by the General Assembly, Board of Directors, ensures the independency and
impartiality of the valuations and the activities of its members with regards to the entity’s operations.

The members of the BoD are not involved in any commercial entities, other than the presented
in the table above, as general partners (unlimited liable partners).

As at 31.12.2011, the members of the BoD are involved in the management or the ownership of

more than 25% of the capital of other entities, as follows:

Nikolay Tsvetan Manol Ivan Miroslav
Entity Mihaylov Tsonev Denev Hristov Manolov
Trace Group Hold Ple. Chatrman of the Chairman of Member of the Member of the | Member of
BoD; Executive the BoD. Chief | BoD BoD the BoD
Director , owns 88,6 | Executive
% of the capital Director
CC Trace ]JSC Owns 35% of the Chairman of the Member of
capital BoD, Executive the BoD
Director
USM JSC Chairman of
the BoD
Augusta Trace Ltd Manager
EOOA
PSF Mostinjineting JSC Chairman of
the BoD
Rodopa Trace Ltd Controller
Trace Bourgas JSC Chairman of
the BoD
Road Signalization and Chairman of
Facilities JSC the BoD
Infrastroy Ltd Manager
Trace Kardzhali JSC Chairman of the Member of
BoD the BoD
Trace International Ltd Controller
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Trace Holiday Ltd Manager
Trace Build JSC Chairman of the Member of the

BoD BoD
Trace Sofia JSC Member of

the BoD

Trace Roads JSC Chairman of the Member of the

BoD BoD
Trace Al Gounebi Ltd Manager
South Hill Ltd Manager

Owns 100 %

through “Galini —

N” Ltd
Injproekt Ltd Owns directly 20 %

through and through

“Galini — N” Ltd -

80%
Himcolor JSC Chairman of the

BoD

Owns 85 % through

“Galini — N” Ltd
Galini Ltd Sole owner and

manager
Galini —~ N Ltd Sole owner and

manager
Adit — TzT Tsonev and sons General

partner and
manager
Otpheus Ltd Partner and
manager

Travel company Surnena Member of
gora the BoD
SBAL — Grubnatsen centar Member of
Ple. the BoD

The following changes in the Board of Directors of Trace Sofia Plc. and Trace Roads JSC, were
registered in January and February 2012:

1. Nikolay Ganchev Mihaylov was released from BoD of Trace Roads JSC

2. Tsvetan Ivanov Tsonev was elected as a member of the BoD of USM JSC.

3. Miroslav Manolov Kalchev was released the BoD of Trace Sofia and was elected as 2 member of
the BoD of Trace Roads JSC;

4. Manol Peychev Denev was elected as Executive Director of the Vior Velika Morava JSC,

Belgrade, Serbia.

Anton Donchev and Maria Kavardzhikova, members of the Board of Directors, do not
participate in the management and do not hold more than 25% of the capital of other companies.
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VI. Perspectives and business development

In 2012, Trace Group Hold Plc. continues with the execution of the its undertaken
commitments, under the effective contracts for the construction of the Sofia Metro and the Trakia
Highway LOT 2 Stara Zagora — Nova Zagora, Rehabilitation of the railway infrastructure along the
Sections of the railway line Plovdiv — Bourgas, and under the contracts for maintenance of nearly 5000
km of the national road network of the Republic of Bulgaria — the Regional Road Departments of Sofia,
Lovech, Stara Zagora, Kardzhali, Smolyan, Yambol, Boutgas, as well as the municipal roads on the
territory of Stara Zagora, Smolyan and Devin. The execution works of the awarded in the end of 2011
projects have already began:

1. The junction of the “Hemus” Motorway with the “Sofia ring road — road junction “Yana:
“Hemus” Motorway — Sofia ring road — “Yana” Station. This motorway junction is patt of the
Trans-European Transport Corridor I'V. The construction of the new section, at length 8.5 km, will
connect the existing section of the “Hemus” Motorway with the Sofia ring road. This project is
financed under the Operational Program “Transport” (Priority axis II “Development of road
infrastructure along the Trans-European and major national transpozrt axes”), through the Cohesion
Fund and the National co-financing. The contract is worth 38 340 370 BGN.

2. TRP 5/17: Project “Bulgaria — Transit Roads V” LOT Ne 17 — Road II-16, which includes the
reconstruction of the route at length of 81,773 km in the Iskar gorge with the sections:

- Section Ne 1 “Mezdra — Rebarkovo — Eliseina” km 0 +000 to km 22+544.90;
- Section Ne 2 Road II-16 “Eliseina — Svoge” km 22 +550 to km 50+790.53;
- Section Ne 3 Road II-16 “Svoge — Novi Iskar” from km 50+790.53 to km 81+778.84.

This project is funded by the European Investment Bank under the Project “Bulgaria — Transit
Roads V” and by the State budget. The contract is worth 23 629 673.03 Euros.

A contract is to be signed for the execution of a project: “Assigning an executor for the
execution of the project “Rehabilitation of Road III - 3402 Slavyanovo — Pordim” - km 10+654.81
to km 21+763.03, Pleven District”. The project is financed with funds of the EU structural funds
and the state budget, under Operational Programme “Cross-border cooperation Romania — Bulgaria
2007-2013”. The execution of this tender is valued at 5 013 023.36 BGN. The length of the section
to be rehabilitated is 37.3 km and it shall provide a junction between the municipalities of Pleven,
Pordim and Lovech, as well as between the large number of towns and villages, located in this

region. The road is of economic significance for the three municipalities and is a convenient cross-
section between the road II-34 “Pleven — Nikopol” and the road III-301 “Kozar Belene — Levski ~
Lovech”.

Trace Group Hold Ple. is successfully developing its policy of expanding its activities in the fields
of infrastructure construction, on the territory of the Bulgaria, which targets the following core areas:

Expansion of the activities in the water industry;

Development of the railroads’ construction;

Penetrating the market of waste and dumping grounds’ construction.
It continues its participation in tenders under:

- the Operational Programme “Envitonment 2007 — 2013”, whose main task is to improve,
protect, preserve and restore the natural environment and develop the environmental
infrastructure;

- Energy efficiency projects;

- Programs of the Ministry of Environment and Waters and the Ministry of Agriculture —
dumping grounds, treatment plants for drinking water and waste waters, improving the
water supply and sewerage networks in many Bulgarian towns and villages.
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- Municipal projects for the construction of roads, of treatment plants, construction of waste
facilities, buildings of social purposes and others.

- the Operational Programme “Transport”, under which 50% of the funds are provided for
road related project and 50% for rail and waterway transport projects.

Over the past two years, Trace Group Hold Plc. concentrates its efforts on the export market,
namely the Balkan countries, Russia and the neighbouting Republics, the Middle Fast and North Africa.
The holding continues its active work in the fields of research, planning and participation in
infrastructure tenders on the territory of the Balkans. The entity focuses its efforts to penetrate the
Arabian countries’ market, in order to participate in projects, related to the construction and
reconstruction of airports, roads, public buildings, including universities, housing construction projects.

Trace Group Hold Plec. is in negotiation processes with major, in the infrastructute sector, European
partners, as well as with internationally recognized financial institutions, for joint patticipation in
projects, including through public-private partnership in Bulgaria and abroad.

VII. Information on the application of the National Corporate Governance Code

As a public entity, Trace Group Hold Plc. is committed to the development of the national
economy of the Republic of Bulgatia and it assesses the important role of the contempotraty corporate
governance. The adoption and the application of internationally recognized standards of good corporate
governance, is a priority in the establishment of the entity’s own policy.

With a decision, taken at its meeting, dated 21.01.2012, the Boatrd of Directors declares that it will
continue to manage the entity in an independent and responsible manner, complying with the rules of
shareholders’ protection, transparency and conformance with the stakeholder.

The main objectives and priorities, governing the activities of Trace Group Hold Ple. are to:

- Increase of the shareholders’ and the investors’ confidence, as well as the confidence of all
those persons interested in the entity’s management and activities (stakeholders);

- Endorsing the corporate social responsibility as a form of strategic corporate management;

- Renovate and adapt the corporate governance practices of the entity, in order to enable it to
meet the new requirements;

- Ensure equal treatment of all shareholders;

The main objective in executing its commitments undet the Code, is to adapt the entity’s internal
regulations and its overall activities to the continuously changing in-force legislation. The entity’s
Financial Statements are prepared in compliance with the IAS, while the annual audit is conducted by an
independent auditor, as to ensute the impartial and objective assessment of how the Financial Statements
are prepared and presented. The Financial Statements are accompanied by detailed activity reports.

The Board of Directors manages the entity in an independent and responsible manner, in
accordance with the established vision, targets, corporate strategies and shareholders’ interests. It defines
and controls the application of the main guidelines for the entity’s development . The Board of Ditectots
has adopted a risk related policy and controls the established risk management system and the internal
control system. The internal control system, applied by the entity, operates effectively. The petiodic
analysis of the activities of all the entities in the structute ate the basis for timely identification and risk
prevention.
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The entity’s internal control aims at the application of the strategies, plans, internal regulations
and procedures in the entity’s activities, the insurance of effective and efficient operations, the reliable
financial reporting, the preservation and protection of the entity’s assets.

The internal control of Trace Group Hold Plc. covers the following activities:

- Control over the operations of the current financial reporting and the primary document
turnover;

- Competence of the personnel with financial and accounting functions;

- Control over the content, accuracy and timeliness of the Financial Statements, submitted to the
management;

- Completeness of the scope and reliability of the financial information system;

Lawful implementation of the tax liabilities and the obligations to the social contribution funds;
- Preservation and protection of assets;
- Control over the disposition of assets and resoutces

With the purpose of increasing the effectiveness of the internal control, the risk identification and
the risk management, “Irace Group Hold” Plc. has started an internal process of introducing an ERP
system that will cover the core activities and processes.

The entity has an established Audit Committee of three independent experts, who monitor the
operation of the internal control system.

The Board of Directors maintains a system of disclosing information that is in accordance with
adopted by the entity policy of disclosing information and investor relations. Following the principle for
equal treatment of shareholders, of investors and of the public, Trace Group Hold Plc. discloses
regulated information through the following platforms and media:

- Service of Financial Markets Ltd. - via “x3 news”
- E-registry of the FSC;

In accordance with the principle “comply or explain”, Trace Group Hold Plc. discloses
information of its corporate governance on an annual basis, in its Activities Repott.

A core commitment to corporate governance is the increase of the shareholders’ and investors’
confidence and the confidence of interested, in the entity’s management, parties. More and more
attention is paid on how to detect and the range of information relating to the entity’s financial and
economic situation, other than the required by the law.

Trace Group Hold Plc. has an established disclosure policy and a disclosute system, complying
with the statutory requirements, that guarantee equal access to and prevents abuse of internal
information. The disclosute system provides complete, timely and accurate information that allows
objective valuations and decision making. The entity has established rules for the preparation of the
annual and interim reports and the respective disclosure procedures. There is an established practice of
electronic questioner to shareholders and interested parties. The responses to this questioner are
electronically (via the internet). Upon investors’ request, meetings are held between the later and the
entity’s management. This year, taking into account the shareholders’ convenience, a Corporate Calendar
for 2012 was approved and published. In order to ensure the system’s information, the Corporate
Calendar provides two annual meetings with investors, planned at the initiative of the entity’s
management.

Trace Group Hold Plc. maintains its website, containing information on the vision and the
entity’s activities, the management, the shareholding structure and the Group of entities in the holding.
In order to optimize the scope and access to such information, it is continuously updated and so is the
way that the information is presented.
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The “Shareholders” Section ensures constant awareness of the stakeholders. The Corporate
Governance section contains internal regulations, information regarding the shareholders’ rights and
their participation in the General Meeting. The Financial Statements for the years ending as of 2008 and
until present date are available in the created “Financial Information” section. Materials for the
upcoming General meetings and the decisions taken in the meetings, conducted in the last three years,
are also available. A specimen of a letter of attorney to represent the shareholder at the General meeting
is published. Information on the significant events related to the activities of the holding and of its
management’s and employees’ performances is disclosed in the “News” section. Until the present time,
there are not established violations of the provisions and the terms of disclosure.

The Corporate governance of Trace Group Hold Plc. ensures the equal treatment of all
shareholders and protects their rights. All shateholders may attend the General Meeting of shareholders
as to express their opinion and / or to exercise theit voting rights through theit representatives.
Arrangements for the organization and conduct of the General meetings are adopted and such allow the
equal treatment of all shareholders, stating also the rules for proxy voting. The Minutes (matetials on the
Agenda of the General meetings) are prepared accurately and clearly, and do not create confusion in the
shareholders. All proposals for major corporate events ate presented as separate items on the Agenda,
including and the proposals for profit distribution. The calling of the General meetings of shareholders is
conducted in compliance with the established rules for giving publicity to the invitations, the Agenda and
the specific proposals for problem resolutions.

The Board of Directors reports its activities to the General Meeting of Shareholders. The
General Meeting of Shareholders elects and dismisses members of the Board of Directors, according to
the provisions of the in-force Legislation and the entity’s Articles of Incorporation, following also the
principles of continuity and stability in the activities of the management body. The election of the Board
of Director is a transparent process that ensures timely and sufficient information on the personal and
professional qualities of the candidates

The number of the members in the Board of Directors is determined by the Articles of
Incorporation of the entity, while its composition ensures the independence and impartiality of the work
of its members in respect of the entity’s functioning. The amount of remuneration of the members of
the Board of Directors are determined by the General Meeting of Shareholders and is consistent with
their responsibilities. Information on such remuneration is disclosed annually in the Annual Activities’
Report.

Trace Group Hold Plc. follows the practice of concluding management agreements with the
members of the Board of Directors and with the persons holding key management positions in the
entity’ structure. The rights and obligations of each, as well as the critetia for additional benefits and
remuneration, are determined under such agreements. The amount and structure of the remuneration
reflects the obligations of each person, the ability to select and retain qualified and loyal members, the
need of compliance of the members’ interests with long-term interests of the entity. The agreements also
provide procedures for avoiding and disclosing conflicts of intetest. The management agteements
conform to the legislative requirements, the established Acts and the good professional and managerial
practice, and determine the competences, the rights and the obligations of the Board of Directors, the
criteria for their remuneration, their obligation of loyalty to the entity and the reasons for exemption.

The Board of Directors believes that the corporate social responsibility is one of its core
obligations, in order to contribute to the sustainable economic development, the labour relations with
the personnel, their families, the local community and the society as a whole, as to improve the quality of
life. Stating their social responsibility and taking on responsibilities beyond the legal and conventional
requirements, the Management of Trace Group Hold Plc. aims to raise the standards for social
development, to ensure environmental protection and respect of the fundamental rights. The entity
applies open management and targets to reconcile the interests of all stakeholders as to achieve quality
and sustainability.

The Management of Trace Group Hold Plec. considers the personnel’s motivation as an important

factor in the achievement of the development targets, set on the entity. Each person in the entity, from
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the workers to the top level management, is ensured with a clear development strategy on the following
areas:

o development of the professional qualifications of the specialists and the workers. For the purpose
trainings are conducted in order to maintain and increase their qualifications, and close specialization
in specific professional fields is provided;

o providing the time and opportunities to increase the educational level and to acquire higher
qualifications;

e promoting the initiative to learn foreign languages, work with specialized software, implement
new technologies, learn to work with new equipment;

¢ stimulate innovative thinking, allowing creative people to apply their ideas into practice;

 the holding, and the entities’ management provide an opportunity for each worker, employee or
manager, who has professionally proved him / herself, to develop and grow career wise in any of the
entities within the group, in consistency with his / her personal and professional interests.

The teams, established in each of the entities of Trace Group Management, in which the key
management of the respective entity participates, reflect the form of corporate commitment. Their
responsibilities and remunerations are determined by individual contracts, which is an effective way to
achieve business - the company's targets — and to motivate the personnel to improve the effectiveness of
their work.

The workers and employees receive additional remunerations for the achieved performance targets,
set with regards to specific tasks.

The “Constructor of the Year” award, which is awarded at the end of each year, is a recognition of
the professional skills of the employees.

Trace Group Hold Plc. has a training system, designed to attract young professionals that allows
them to develop and achieve high levels of professional realization. The Holding is the prefetred partner
of professional schools in the country and of the University of Architecture, Civil Engineeting and
Geodesy - Sofia. Trace Group Hold Plc. awards scholarships to students and graduates, studying “Road
Construction”. The Holding has also engaged in work-related, contractual relations, under internship
programs, with the Economic University in Varna.

The company has an established a policy of admitting young professionals, which consists of:

e annually conducted meetings with Civil Engineering graduates in the countty and graduates of
the University of Architecture, Civil Engineering and Geodesy, who are presented with
opportunities for their professional development in the holding

e annually, all entities in the holding enables students from construction-specialized colleges and
students of the University of Architecture, Civil Engineering and Geodesy and of the Higher School
of Transport “Todor Kableshkov”, to conduct their operational practice by taking part in the
construction process

e encourage young engineers and professionals to start working on projects and to gain expetience
in real production conditions

o the management of the holding and of the entities, monitor the development of each young
professional and presents him / her with the opportunity to grow as a manager, and to be appointed
at a key management position in large infrastructure projects
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The Group conducts seminars and workshops for the accountants in the structure, as well as annual
training meetings and trainings for increasing the qualifications of the senior management

In 2011, the entity continued with its active policy for social and corporate responsibility (SCR). As
part of the implementation of the SCR policies, the actress Maria Kavardzhikova, was invited as a
member in the team of Trace Group Hold Plc. At the Extraordinary General Meeting, held in late April,
Maria Kavardzhikova, was elected as an independent member of the Board of Ditectors.

In the cultural field, the Group continues with its established traditions of supporting the initiatives
for the preservation of the Bulgatian spirit and culture.

This year, TRACE was among the sponsors of the initiative, undertaken by the newspaper
“Standard”, namely “Wonders of Bulgaria”, targeting to promote out cultural and historical heritage, and
the preservation of the Bulgarian historical memory. The first 10 sites, with the most significant historical
and archaeological monuments in the country, were elected by electronic vote, in which over 200,000
Bulgarians participated. Among them are the Thracian sanctuaty near the Tatul village, the Belogradchik
Rocks and the Belogradchik fortress, the Madara Rider and the Shumen Fortress, the Roman city
Deultum near Debelt, Tsarevets and Trapezitsa, the monastery of “Sv. Ivan Rilski” and Veliki Preslav.
For the restoration of the ten sites, the Government granted a total of 10 million BGN.

In light of the 24™ of May — the Day of Bulgarian Education and Culture, and Slavonic Literature
— Trace Group Hold Plc. donated 1800 volumes of Bulgatian literature to 20 community centers’
libraries. The books are selected from the sequences of the publishing company ‘“Zahari Stoyanov” —
“Bulgarian classics in 120 volumes” and “Modern Bulgarian poetry and prose”. The collection includes
1,800 volumes, 144 titles from 40 authors. The donation was presented at a special press conference by
the independent member of the Board of Directors of Trace Group Hold Plc. Academician Anton
Donchev, who is and the author, and driver, of the initiative.

Because of its large scale donation of classical and contemporaty Bulgarian literature, Trace
Group Hold Plc. was awarded the honorary ensign of and a diploma from the Association of the
Community Centres in Bulgaria. The award was presented by the Honorary President of the Union, Prof.
Stoyan Denchev.

In December, the Group made a donation to the National Academy for Theatre and Film Arts
for the realization of the play “As You Like It”, setting Prof. Stefan Danailov, the great scene of
Academic Drama Theatre. Trace Group Hold Plc. considers the global environmental protection as one
of its commitments, and promotes scientific advances and innovations that reduce harmful effects on
nature. The good environmental practices, imposed on entities have resulted in reduced consumption of
raw materials and fuels.

Based on the conducted analysis, we consider that the activities of the Board of Directors of
Trace Group Hold Plc. in 2011 were in accordance with the principles of the National Cotporate
Governance Code and the international standards.

VIII. Additional information, pursuant to Decree No. 2, Note 10, issued by the Financial
Supervisory

1. Information, presented quantitative and qualitative wise, on the main categories of
goods, products and / or services rendered, stating their share in the income from the sale of
emissions as a whole and the changes that have occurred during the financial reporting period.

Information with regards to the services rendered, is disclosed under b.p. 2 Results from the entity’s
activities.
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2. Information on the income, allocated to the different categories of activities, internal and
external markets, as well as information on the source of supply of materials, required in the
production of goods or in the rendering of services, reflecting the degree of dependency of each
seller and buyer / user. In the cases where the relative share of any of those excess 10 per cent of
the costs or sales income, information is provided for each person individually, for his / her
share in the sales or purchases, and his relation to the issuer:

In 2011, income generated from building and construction works formed the most significant
portion of sales income. In this respect, the entity’s leading clients are the Road Infrastructure Agency,
“Metropoliten” Plc., the Ministry of Environment and Waters, Bulgarian Municipalities, located
throughout the country:

Some of the main suppliers are sub-contracting firms, under construction contracts:

1. CC 13 Patstroy JSC - subcontractor under contract “Design and construction of the Trakia
Motorway LOT II “Stara Zagora — Nova Zagora, from 210km+100 to 241km+900”

2. Start Engineering JSC — subcontractor under contract “Extension of the Sofia Metto — Diameter
I, Section - Mladost 1 Residential District (MS13)— “Tsarigradsko Shosse” Blvd (MS19), with
underground parking lot, at length of 2150 km and 2 metro stations”

3. Ibera Invest JSC — subcontractor under contract “Extension of the Sofia Metro - Diameter II,
from “Nadezhda” junction to “Cherni Vrah” Blvd. — LOT II — “ P. Evtimiy” Blvd. - “Cherni Vrah”
Blvd., at length 2.6 km and 3 metro stations” and “Construction of water supply and sewerage
collectors” under an Integrated water project for the city of Sofia — Phase II”.

4. Suppliers of core materials and fuel — Paoutalia Building Ltd, Putkomplekt 2000 Plc.,
Chernomorski solnici Plc., Viakom Ltd, Pristaoil Holding Plc., Loucini Ltd — Italy.

5. Other major suppliers in 2011 are entities with whom lease framework agreements have been
signed — UniCredit Leasing Plc., Interlease Plc., Hypo Alpe Andre Leasing Ltd. and Sogelease Bulgaria
Ltd, with whom the entity has signed framework agreements for financial lease.

3. Information on the significant agreements signed and such that are significant to the
activities of "Trace Group Hold" Plc.

In 2011, the following construction contracts, significant to the activities of “IT'tace Group Hold”
Plc. were signed:

“Rehabilitation of the railway infrastructure along the section of the Plovdiv ~ Bourgas
railway line”, LOTs:

LOT Ne 1~ Rehabilitation of the railway section Mihaylovo-Kaloyanovets, including the
main tracks in stations Mikhailova and Kaloyanovets, with an approximate track length of 21
km.;

LOT Ne 2 — Rehabilitation of railway sections Stara Zagora — Zavoy (km 190+590 in the
interstations in Yambol — Zavoy (and Zavoy — Zimnitsa) km192 +706 to the front of the
“Zimnitsa” station), including the main tracks in the “Stara Zagora” station and the “Yambol”
station, and all stations and stops between them, built with an approximate track length of 120
km.;
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LOT Ne 3 — Rehabilitation of the railway section Tserkovski — Karnobat, including the main
tracks in the “T'serkovski” station, with an approximate track length of 28 kilometres and track
renewal of the section Karnobat — Bourgas, including the including the main tracks in the
“Karnobat” station and the “Bourgas” station, and all stations and stops between them, with an
approximate track length of 122 km. The project is funded by the EU Cohesion Fund under
Priority 1 of OP “Transport™ 2007 — 2013.

Executor: “GCF — CC-13 — Trace RAILINFRA CONSORTIUM”

Assignor: The State Enterprise “National Company on Railway Infrastructure” Sofia

Shareholders in the consortium are: “GCF GENERALE CONSTRUCTION
FEROVIARIE” Ple. — holds 60% of the capital, “Trace Group Hold” Plc. — 20% of the capital
and “CC-13 Transstroy” Plc. — 20% of the capital. The sum value of the contract for the three
LOTs 1s 380 362 620.30 BNG. The period for the execution of the contract is 65 weeks for
LOT 1, 165 weeks for LOT 2 and 135 weeks for LOT 3.

- TRP 5/17: Project “Bulgatia — Transit Roads V” LOT Ne 17 — Road II-16.
The total track length of the Iskar gorge, which will be reconstructed, is 81.773 km. It is
divided in three sections:
* Section Ne 1 “Mezdra — Rebarkovo — Eliseina” km 04000 to km 22+4544.90;
* Section Ne 2 Road II-16 “Eliseina — Svoge” km 22+550 to km 50+790.53;
¢ Section Ne 3 Road II-16 “Svoge — Novi Iskar” km 50+790.53 to km 81+778.84;
The project is funded by the European Investment Bank under Project “Bulgaria — Transit Roads V”
and the State Budget. The contract is valued at 23 629 673.03 Euros. The period for the execution of
the contract is 24 months. Executor under the project is the Union “TRACE SVOGE”. “Trace Group
Hold” Plc. — Sofia is the leading partner under the project, while “Road Maintenance Dupnitsa” Ltd. -
Dupnitsa is partner in it. Assignor: “Road Infrastructure” Agency.

- “Hemus” Motorway — building the intermediate with the Sofia ring-toad “Yana”
junction (Trans — European Transport Corridor IV), km 0 +000 — km 8 +460. It is financed
under the Operational Programme “Transport” (Priority II “Development of road
infrastructure along the trans-European and major national transport axes”) by the Cohesion
Fund and national co-financing. The contract is valued at 38 340 370 BGN. The project covers
the direct route of the “Hemus” motorway, from the Sofia Ring Road (km 0 + 000) to the “Yana”
junction at km 8 +500, were it joins the already existing motorway. The following road works will be
executed: 7 large facilities, reconstruction of electric transmission networks 20 kv, reconstruction of TT
cables and optical cables (OC), reconstruction of VL 110 kv, watet-conduit. The implementation petiod
1s 22 months. Executor under this project is the Consortium “Hemus A2”, the leading partner is “Trace
Group Hold” Plc. — Sofia, while the “Constructor Engineering”, Croatia and “CC-13 Patstroy” Plc. ate
the partners.

Assignor: “Road Infrastructure” Agency

- Maintenance (ptreventative, current / general, winter and building and constructions
wotks in emergency situations) of 1263.690 km of national roads on the territory of the
Regional Road Governance Sofia. The works under the contract include the installation and
maintenance of road signalization in emerging situations, earthworks, repairs and maintenance of roads,
repairs and maintenance of facilities, repairs and maintenance of road facilities, grassing and landscape
design, winter maintenance / cleaning. The Assignor under the contract is the “Road Infrastructure”
Agency. The contract’s term is 4 years. “Sofia 2010” Union is the executor under the contract, with
“PSI” JSC being the leading partner, and “CC - 13 Patstroy” JSC, “Balkanstroy” JSC, “Stanilov” LTD
and “Road maintenance — Dupnitsa” LTD being partners under the contract.
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- Restoration of pavements, destroyed during emergency repairs of the water and sewage
systems, operated by “Water and Sewer” JSC, Bourgas, on the territory of the technical
operational areas of the entity - LOT 1~ Bourgas Region; LOT 2 - Bourgas Region - suburban
— Dolno Ezerovo, Gorno Ezerovo, Lozovo, Kraymorie, Sarafovo, Meden Rudnik Residential
District. The project’s deadline is 24 months. “Trace Bourgas” JSC is the executor under the project,
while “Water and Sewer” JSC, Bourgas is the contractor. The contract includes repair works of streets,
road paving and pavements.

- Maintenance (preventative, current / general, winter and building and construction
wortks in emergency situations) of 735,259 km of national roads, on the tetritoty of the Regional
Road Governance of Lovech”. The contract includes the installation and maintenance of road
signalization in emerging situations, earthworks, repairs and maintenance of roads, repaits and
maintenance of facilities, repairs and maintenance of road facilities, grassing and landscape design,
winter maintenance / cleaning. The Assighor under the contract is the “Road Infrastructure” Agency.
The contract’s term is 4 years. “Lovech 2010” Union is the executor under the contract, with “PST”
JSC being the leading partner, and “PATPRIBOR” LTD being partner under the contract.

- Restoration of pavements, destroyed during emergency repairs of the water and sewage
systems, operated by “Water and Sewer” JSC, Bourgas, on the territory of the technical
operational areas of the entity - LOT 1~ Bourgas Region; LOT 2 - Bourgas Region - suburban
~ Dolno Ezerovo, Gorno Ezerovo, Lozovo, Kraymotie, Sarafovo, Meden Rudnik Residential
District. “Trace Bourgas” JSC is the executor under the project, while “Water and Sewet” JSC,
Bourgas is the contractor. The deadline for the execution of the project works is 36 calendar days.

- Rehabilitation of streets with sewerage and water network - Simeonovgrad. The contract is
worth 1 025 367.62 BGN. The funds are provided by the State Fund “Agticulture”. The deadline for
the execution of the project works is 36 calendar days.

- Repair works of the road SZR1220-Chirpan - Tsenovo — Zlatna Livada, Chitpan District
from km 0+00 to km 13+100; Repair works on road SZR1225-the region of the village Yavorovo,
Yavorovo village, Chirpan District from km 0+000 to km 2 +600; Repair wotks on road SZR1227- the
region of Rupkite village — Rupkite village — Spasovo village, Chirpan District, from 0+000 to km
74500; Repair works on road SZR 3233 — the region of the Izvorovo - Izvorovo - Stoyan Zaimovo
village — Mogilovo village, Chirpan District, from km 04000 to km 11 +700; Repair works on road
SZR 2221 — the region of Yazdach — Yazdach village, Chirpan District, from km 0+000 to km 2 +400;
Repair works on road SZR 1222 — Malko Tranovo road fork - Svoboda village, Chirpan District, from
km 0+00 to km 11 +100; Repair works on road SZR 1223 - Volovarovo - Gita village, Oslarka village,
Chirpan District, from km 0+000 to km 11 +400; Repair works on road SZR 2224 — the region of
Darzhava — Darzhava village, Chirpan District, from km 04000 to km 2 +700. The value of the
contract 1s 194 537.70 BGN.

- Overhaul of the street network in Elhovo with the following LOTs:

o Lot Ne 1 — “Overhaul of “Alexander Stamboliiski” Str. in Elhovo, from “Tsaribrodska” Str. to
the south bypass;

o Lot Ne 2 “Overhaul on “Pobeda” Str., from “Pirin” Str. to “P.D.Petkov” Str.

e Lot Ne 3 “Overhaul” on “AlStamboliyski” Str., from the petrol station to the bus stations of
ZAECH”

The project is financed by the Program for rural development for the period 2007 to 2013.,
Measure 322 “Renovation and development of towns and villages”. The value of the works under the
contract are 1 570 580 BGN for LOT 1, 212 941 BGN for LOT 2 and 519 299 BGN for LOT 3. The
Company under the Contract and Liabilities Law “Oruditsa 20117, with leading partner “PSF
Mostinjenering” JSC - 65, 3% - and partner “ATLAS BALKAN” LTD - 34.7%. The assignor undet this
contract is the Municipality of Elhovo.
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- Emergency strengthening of landslide at km 379 +000 of the road E-85 (1-5) “Kardzhali -
Makaza Border Crossing and finishing works on the Makaza Border Crossing”. The contract is
valued at 2 871 549.49 BGN and it is financed by the state budget of the Republic of Bulgaria. The
deadline for the execution of the contract’s works is 36 calendar days after the site’s opening.

“Kardzhali 2010” Union is the executor under this project. The leading partner is “PSI” JSC and
partners “Trace Kardzhali” JSC and “Road maintenance Krumovgrad” LTD. The “Road Infrastructure”
Agency is the assignor.

- Building and construction works on sites - City park, forest park “Borovets” and
reconstruction of streets in the central part of the town of Yambol, part of the Integrated Project for
sustainable improvement of the urban and recreational areas in the Municipality of Yambol, Operational
Program for Regional Development 2007 — 2013. The project is valued at 2 831 853.91 BGN and is
financed by the European Regional Development Fund, the state budget of the Republic of Bulgaria and
the Municipality of Yambol. The Company under the Contract and Liabilities Law “EURO PARK 2011
is the executor under this project, “PSF Mostinjenering” JSC is the leading partner and “Stroy-Consult”
LTD is the partner under this project, The Yambol Municipality is the assignor.

4. Information on the transactions of “Trace Group Hold” Plc. with the related parties,
conducted in the reporting period.

The receivables from and the liabilities to related parties in 2011 are presented in the
tables hereafter. Thorough information on all transactions with related parties is disclosed in the Annual
Financial Statements for the year 2011, Section: Related Parties Transactions

Sales to related parties, other than those in the Group

Client Transaction type 2011 2010
Galini-N LTD services, materials rented 62 466 79 143
Injproekt LTD services, materials 239 203
Galini LTD services 23
Dekon LTD services, materials 8 378 11 168
Himcolor JSC materials 17
Adval JSC services 1 690
SB Injenering ]SC services 1257
Dikol -2 G. Mihaylov LTD services 2
GCF CC-13 Trace Railinfra consortium services 6123
CC-13 Transstroy ]SC services 258
Employees services 14
Galin Nikolaev Mihaylov S.P. goods 154
Total 80 467 90 668
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Purchases from related parties, other than those in the Group

Supplier Transaction type 2011 2010
Galini-N L'TD services, materials 63368 81954
Injproekt LTD services, materials 1558 2253
Galini LTD interest 123
Dekon LTD services, materials 9779 13 249
Himcolor ]SC materials 487
Technostroy-engineering 99 JSC services, matetials 861 417
Adval JSC services 16 903 40 221
SB Injenering JSC services 12565 24115
CC-13 Transstroy JSC services 3376
Patstroyengineering |SC assets 818

Total 109 020 163 027

5. Information with regards to events and indicators of unusual for Trace Group Hold Plc.

nature, having a significant impact on its business activities, and the realized by it income and
expenditure incurred; assessment of their impact on the present year’s results.

There are no events and indicators of unusual character, materially affecting the activity of the
Trace Group Hold Ple. in 2011.

6. Information on transactions, carried off-Balance sheet - nature and business purpose,
indicating the financial impact of the transactions on the activities, if the risk and benefits of
these transactions are material to the issuer and if the disclosure of such information is
significant for the assessment of the issuer’s financial position.

In 2011, no transactions were carried off-balance sheet.

7. Information on the participations of Trace Group Hold Plc., on its major investments in
the country and abroad (securities, financial instruments, intangible assets and property), as
well as investments in equity securities, other than in its economic group and the sources /
methods of financing.

Trace Group Hold Plc. invests primarily in securities and shares of Bulgarian and foreign entities
and in property.

Investments in associates

Type of investment 31.12.2011 31.12.2010
amount value amount value
PSIJSC 98.02% 2676 97% 733
Construction company Trace JSC 65.00% 39 65% 39
PSF Mostinjeneting JSC 97.68% 1612 96% 1050
USM JSC 99.69% 8 055 96% 746
Trace Boutgas JSC 100.00% 250 100% 250
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Augusta Trace LTD 100.00% 13 100% 13
Rodopa Trace LTD 100.00% 170 100% 170
Stroyinjenering Kazanlak LTD 100.00% 270 100% 270
Infrastroy LTD 100.00% 408 100% 54
Trace — Plovdiv LTD 100.00% 1245 100% 1245
Trace Kardzhali JSC 96.15% 1250 90% 450
Trace Build JSC 100.00% 1 300 100% 1300
Road Signalization and Facilities JSC 100.00% 150 100% 150
Trace Commerce LTD 100.00% 5 100% 5
Trace International LTD 100.00% 1300 100% 1300
Trace Holiday LTD 100.00% 5062 100% 5062
Trace Roads JSC 100.00% 50 100% 50
Trace Trans LTD 100.00% 1001 100% 1001
Trace Svoge L'TD 100.00% 1

Impairment of the investment in Trace Plovdiv LTD (1 245)

Total 23 612 13 888

In 2011, the Holding established a new subsidiary — Trace Svoge LTD — with principal activities:
“Construction, general repairs and maintenance of highways, roads, streets, city and municipal networks
and the surrounding them infrastructure, maintenance of roads, road facilities, production and sales of all
types of construction materials, project and engineering activities in the country and abroad, all types of
services, rendered by means of construction and other equipment, load and all other activities, which are

not prohibited by the law”.

On 02.05.2011, the capital of PSI JSC was increased by a non-monetary instalment, namely
Asphalt base ULTIMAP 2700B5 E250L, in compliance with the terms and requitements under Art. 194,
para. 4 of the Commercial Act, amounting to 1 943 100 (one million nine hundred forty three thousand
and one hundred) BGN. The investment was conducted by the issue of 43 180 (forty three thousand one
hundred and eighty) ordinary, personal shares at nominal value 45 (forty five) BGN each. All shares are
registered by “Trace Group Hold” Plc.

With court decision Ne 20110721145404, a change in the capital of “Trace Kardzhali” JSC was
registered on 21.07.2011. Trace Group Hold JSC participates in the increased capital with 800 thousand
BGN, by the subscription and payment of 800 thousand ordinary, personal shares, each at nominal value
of one BGN.

On 05.10.2011, the capital of USM JSC was increased by the issue of 3 654 612 otdinary,
personal shares, with voting rights, each at nominal value of 2 (two) BGN. All shares ate registered by
Trace Group Hold JSC.

As the sole owner of “Infrastroy” LTD, Trace Group Hold JSC has taken the decision to
increase the entity’s capital by 354 thousand BGN, by the issue of 177 shares, at nominal value of 2 000
(two thousand) BGN each. This increase was registered in the Commercial Registry on 31.11.2011.

On 30.12.2011, the following change of increase in the capital of PSF Mostinjenering JSC was
registered in the Commercial Registry. The capital of the entity is increased by 561 535 BGN, under the
terms and conditions of Art. 194, para. 4, through the issue of 561 535 ordinary, personal, available
shares with voting rights, each at nominal value of 1 BGN. The capital increase is financed solely by
Trace Group Hold Ple.

An impairment of the investment in Trace Plovdiv LTD is conducted in the end of 2011. The
impairment amounts to 1 245 thousand BGN. The decision to impair investment is taken as a result of
the negative 2011 value of the capital of Trace Plovdiv LTD, the indications for low return on
investment, and due to the decreased expectations that cash inflows will be generated by this investment
in the near future for the parent company.
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Investments in associates

Type 31.12.2011 31.12.2010
amount Value amount value
Technostroyinjenering 99 JSC 33% 32 33% 32
Total 32 32

The trace relations between Trace Group Plc. and the entities in the same economic group follow
the same and equal basis and no preferences or allowances are being granted as a result of their related

parties' status.

8. Information on the contracts, signed by Trace Group Hold Plc., its subsidiaty ot parent
company, in their capacity as lender; loan agreements, disclosing their specific terms and
conditions, including and the maturity; as well as information on the guarantees placed and the
commitments undertaken

Limit
putin
use as’
at
31.12.2
Amount Maturity 011
Entity Credit type Creditor (BGN) Interest % {BGN)
Trace Group 31 661
Hold Plc. Bank guarantees UniCredit Bulbank 33 500 000 1% 26.4.2012 066
Trace Group Revolving credit 1 week 15.10.201
Hold Plc. facility UniCredit Bulbank 5 000 000 Sofibor+5.1% 2 -
Trace Group Revolving credit 1 week 15.10.201 7954
Hold Plc. facility UniCredit Bulbank 8 000 000 Sofibor+5.1% 2 892
Trace Group 18 934
Hold Pic. Bank guarantees UniCredit Bulbank 22950 000 1.2% 30.9.2012 152
Trace Group Revolving credit 1 monthly 3 734
Hold Plc. facility UniCredit Bulbank 4 000 000 Sofibor+3.25% 30.9.2012 449
Trace Group 10 234
Hold Plc. Bank guarantees FIB Pic. 20 000 000 1,20% 30.3.2013 330
Corporate Commercial until
2
until
150 000B
GN
until
10.02.201
2 —until
Bank credit 150 000B
CC TRACE JSC contract 300 000 BIR+6.5% GN 66923
Corporate Commercial 4916
CC TRACE JSC Bank guarantees Bank Plc. 17 000 000 1,68% 15.2.2012 170
26.05.201
2
300 000
BGN
26.06.201
Contract for 9.
engaging in credit 300 000
commitments, BGN
related to 1 week Sofibor 26.07.201 1491
CC TRACE JSC overdraft credit UniCredit Bulbank 1500 000 +3.5% 2- 902
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TRACE

| 26.09.201

300 000
BGN
26.08.201
2
300 000
BGN

2
300 000
BGN

RODOPA TRACE
LTD

Credit line

Corporate Commercial
Bank Plc.

300 000

9,00%

25.12.201
2

34703

PSI JSC 10

Overdrafton a
current account
Ne 0130D-L-
000001/30.07.20

FIB PLC

2200000 €

annual Euribor +
8.4% v 0.75 % of
the unutilized

portion

30.04.201
2-700
000 EUR,
31.05.201
2-700
000 EUR,
01.07.201
2-800
000 EUR

1469
702 €

9. Information on the contracts, signed by Trace Group Hold Plc., its subsidiaty or parent
company in their capacity as a lender; loan agreements, including the provision of guarantees of
any kind, including those to related party, stating the specific tetms and conditions under each,
including the maturity and the purpose for which such were granted

Loans, granted by subsidiaries, as at 31.12.2011

Borrower Creditor Loan amount (BGN) Principal due Maturity Interest
(BGN)
Hydropromet Trace International Ltd 88 012.35 88012.35 31.12.2011 12.00%
engineering Ltd — Serbia /45 000 Euro/ /45 000 Euro/
lvana Todorova Trace Commerce Ltd 167 600.00 164 184.94 27.06.2026 6.3%
Moutafova
Joue! — N — Nikolay Trace Holiday Ltd 2500 000.00 2500 000.00 17.12.2007 43 750 BGN + 0.07 %)
Dimitrov S.P. for each day of a
delayed payment
Galin Nikolaev Mihaylov | Trace Sofia JSC 100 000.00 74 695.00 31.12.2012 10.50%
Trace Roads JSC 10 000.00 10 000.00 28.02.2012 4,00%

VALDES 96 LTD
10. Information on the utilization of the funds from new shares, issued during the reporting

period.

In 2011, no cash resources, generated from new share emissions, have flown to the entity.

Following a decision of the General Meeting, held on 13.07.2011, the capital of Trace Group
Hold Plc. was increased pursuant to Art. 197, para. 1 of the Commercial Act by a pottion of the profit,
amounting to 10 875 453.41 BGN.

11. Ratio analysis of the achieved financial results, reflected in the Financial Statements for
the financial reporting period, and previously disclosed estimates on these results.
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The financial results achieved, reflected in the Financial Statements for the financial reporting
year, do not differ significantly from the preliminary results, disclosed in the interim Financial Statements
for the fourth quarter of 2011.

12. Analysis and evaluation of the financial resources management policy, including the
ability to service its obligations, possible threats and measures, which the issuer has taken ot is
about to take to eliminate them.

The policy of Trace Group Hold is aimed primarily at corporate governance of its portfolio and
management of major infrastructure projects. The available cash recoutses are channelled to finance the
entities and the investments in specialized machinery and equipment - in order to close the production
cycle. Indicative of this are the purchased in 2011 25 lorties, requited for winter maintenance activities.
With this, the entity targets maximum optimization of the cost, related to the maintenance of the
national road network in the areas, in which until these present times we have not had contract
agreements and commitments.

Trace Group Hold Plc. follows the collectability of receivables and ensures regular settlement of
its obligations.

13. Assessment of the feasibility of the investment objectives, indicating the amount of
available funds and the possible changes in the financing structure, relating and resulting from
these activities.

The activities of the Trace Group Hold are primatily targeted at managing the present
investments and implementing the policy to invest in specialized equipment.

14. Information on the changes in the core management principles of Trace Group Hold Plc.
and its economic group that occurred in the reporting period.

No changes have occurred with regards to the core management principles of Trace Group Hold
Plc. and the entities in the economic Group. The overall activity of the entity complies with the
principles, set out under the National Corporate Governance Code.

15. Information on the key features of the implemented by Trace Group Hold Plc. in the
process of preparing its Financial Statements, internal control system and risk management
system.

In order to ensure an independent and objective assessment of the Financial Statements, an
annual Audit review on the activities of Trace Group Hold Plc. is conducted by an independent
Registered Auditor (CPA). All sets of Financial Statements are prepared in compliance with the
International Accounting Reporting Standards. The current financial and accounting activities of the
entity are subject to periodic review and analysis, performed by the Board of Ditectors. The entity has an
established an internal control system, which ensures the effective functioning of the financial reporting
systems and disclosure of the relative information. The internal control system is designed and operated
as to identify the risks, accompanying the entity’s activities and to support their effective management.
The established practice is to periodically discuss the current financial results of the activities of the
entities in order to ensure implementation of their business programs and precise analysis of the
possibility of future investment projects.

An Audit Committee operates in the entity and it monitors the effectiveness of the internal

42



TRACE GROUP HOLD PLC m CE

Annual Consolidated Management Activities Report for the year 2011

control processes and the risk management

16. Information on the changes in the Management and Control bodies that came in effect
during the financial reporting year.

With decision of the Extraordinary General Meeting of Shareholders (EGMS), dated April 28" 2011,
Prof. Ivan Stefanov Trifonov is released from Board of Directors and his place was taken by the
appointed as on the same date Maria Georgieva Kavardzhikova.

The Board of Directors is comprised of:

Associate Professor PhDD Eng. Nikolay Ganchev Mihaylov
Eng. Tsvetan Ivanov Tsonev

Eng. Ivan Dimitrov Hristov

Manol Peychev Denev

Miroslav Kalchev Manolov

Acad. Anton Nikolov Donchev

Maria Georgieva Kavardzhikova

17. Information on the amount of remuneration, rewards and / or benefits of all the
members of the management and supervisory bodies for the financial reporting year, paid by
Trace Group Hold Plc. and its subsidiaries

Type Amounts accrued by Trace Group Hold Ple. in respect of:
Remuneration and social Compensated Long-term
security contributions for the absences income
period
Executive Director 440
Board of Directots 1744 12
Total: 2184 12 -

Accrued, by the subsidiaries amounts, in respect of:

Type Remuneration and social Compensated L9ng-term
security contributions for the absences mcome
period
Executive Directors 773 936
Board of Directors 562 443
Total: 1336379 -
18. Information on the hold by the members of the Management and Control bodies,

prosecutors and the key management personnel shares of the issuet, including the shares held
by each of them, separately and as a percentage of each share class, as well as the provided by
the issuer opinions to such holders, relating to the issuer’s treasury shares — type and amount of
the treasury shares, on which such options as placed, the price of exercising those options, the
purchase price, if such, and the opinion’s maturity.
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Information relating to this is presented under Section “Information on the members of the
Board of Directors™.

19. Information on the arrangements to the entity’s knowledge (including and those after
the end of the financial year), as a result of which, in a future petiod, changes may occur in the
relative shares or debentures of the current shareholders and bondholders.

The entity is not aware of any agreements, as a result of which changes may occur in the relative
number of shares or bonds, of the cutrent shareholders and bondholders.

20. Information on pending judicial, administrative or arbitral proceedings, relating to
receivables or liabilities of the issuer, of at least 10 per cent of its equity; if the total amount of
the receivables or liabilities of the issuer under all proceedings exceed 10 per cent of its equity,
information shall be presented separately for each proceeding. .

There are no pending legal, administrative or arbitration proceeding, relating to receivables or
liabilities of Trace Group Hold Plc., amounting to at least 10 per cent of its equity.

21. Information on the Director Investor Relations, including the telephone number and
mailing address.

Ivana Todorova Moutafova
Tel. 02 / 80 66 697; e-mail: ivana@tracebg.com
12, “Nikola Obrazopisov” Str., 1408, Sofia

44



TRACE GROUP HOLD PLC TRA cE

Annual Consolidated Management Activities Report for the year 2011

22. Changes in the price of the entity’s shares

The shares of Trace Group Hold Plc. are traded on the Open —~ Unofficial — market, Segment
“A” of the Bulgarian Stock Exchange — Sofia Plc.

Graphic representation of the price and quantities’ movement of the shares of
“Trace Group Hold” Plc. for the period as of 26.01.2011 and until 13.01.201
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IX. Analysis and additional explanatory notes, and disclosures, putsuant to Decree Ne2, Note
11, issued by the Financial Supervision Commission.

1. Capital structure of the entity, including securities that have not been allowed for
trading on the regulated market in the Republic of Bulgaria or other member state, stating the
different classes of shares, rights and obligations, related with each share class, and the portion
of the total capital that comprises each separate class.

With a decision of the General Meeting, dated 13.07.2011, the capital of Trace Group Hold Ple.
was increased with own resources of the entity as follows: on the accumulated reserves 11 124 546. 59
BGN pursuant to Art.246, para. 4 of the Commercial Act and with a portion of the 2010 profit,
amounting to 10 875 453.41 BGN pursuant to Art.197, para. 1 of the Commercial Act, by issuing 22 000
000 new, personal, non-cash, voting shares, each at nominal value of one BGN, equivalent to 22 000 000
BGN, with the new shares issued being distributed among shareholders in proportion of their
participation in the capital to its increased amount.
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In accordance with the Shareholders’ books as at 31.12.2011, issued by the Central
Depositary Plc., the capital structure of “Trace Group Hold” Plc. is as follows:

Capital / Number of |- Nominal Share types Numberof | Regulated market on
Equity shares value shares that. -| which they are traded
/BGN/ (BGN) are traded
24 200 000 24 200 000 1 Ordinary, non-cash 24 200 000 Bulgarian Stock Exchange
personal shares, with Plc. - Sofia
voting rights

Shareholders Number of Shareholders Number of shares

as at 31.12.2011 as at 31.12.2010 as at 31.12.2011 as at 31.12.2010
Legal entities 250 261 3074943 266 124
Physical entities 2237 2322 21125057 1933876

All entity’ shares are of one class and each share is entitled to one voting right at the General
Meeting of shareholders, dividends’ right and liquidation shate, proportionate of the nominal value of
the share. The whole emission of 24 200 000 number of shares, issued by the entity is subscribed for
trading at the Non-official market, segment A of the Bulgarian Stock Exchange — Sofia Plc. Trace Group
Plc. has not issued other securities, which are not allowed for trading at a regulated market in the
Republic of Bulgaria or other member state.

2. Restrictions on the transfer of the securities, such as limitations on the ownership of
secutities or the necessity of receiving approval from the entity or another shareholder.

All shares of the entity are freely transferred, with no restrictions placed, in compliance with the
provisions of the in-force Bulgarian legislation. No approval the entity or by another shareholder is
required in order to acquire and hold shares of Trace Group Hold Plc.

3. Information regarding the direct and indirect ownership of 5 per cent or more of the voting
rights at the General Meeting of Shareholders, including information on the Shareholders, the
amount of their interest and the method under which the shares are owned.

As at 31.12.2011, the persons that own more than 5% of the shares of “Trace Group Hold” Plc. are the
following:

Personal ID No.
Shareholder Name / Shateholder’s name / Corporate ID Owns % Owns number of
as at date No. shares

31.12.2011 Nikolay Ganchev Mihaylov 5511037605 80.55 19 492 000

“Galini — N” Ltd, registered under company

file Ne 15261/2006 at the Sofia city coutt,
domiciled and management address: Ne 12,
“Nikola Obrazopisov” Str, Lozenetz

31.12.2011 Residential District, 1408, Sofia 123687558 9.00 2178 000
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4. Information on the shareholders with special control rights and the disclosute of such
rights.

Trace Group Hold Plc. does not have shareholders with special control rights.

5. The Quality control system, activating upon exercising the right to vote, in the case when
the entity’s personnel are and its shareholders and when the control is not exercised directly by
those.

The entity does not have a quality control system, acting upon exercising the right to vote in the
cases when the personnel of the entity are also its shareholders and when the control is not exercised
directly by those. Every employee, who is a shareholdet, votes on his / her discretion.

6. Limitations on the voting rights, such as limitations on the voting rights of shareholders
with a specific share or number of shares, deadlines on the voting rights or systems under
which, with the cooperation of the entity, the financial rights related to shares are separated
from the share ownership.

There are no limitation on the voting rights of the shareholders of Trace Group Hold Ple. exist.

The right to vote at the General Meeting of the Shareholders can be exercised personally or
through a representative, by the persons, acquired their shates and subscribed in the Shareholders’ book,
the latest in a 14 days as of the date of the Meeting. The representative must possess explicit, notary
signed authorization that meets the requirements of the Law on the Public Offering of Securities.

In conformance with the notices for disclosure of participations, the Board of Directors follow
for cases in which a shareholder has acquired over %2 or over 2/3 of the shares of Trace Group Hold
Plc. and respectively has not made a commercial offer or has not sold his / her shares in the 14 days
period following their acquisition. These names shall be disclosed explicitly to the Quotrum Commission
in order to be restricted from participation at the General Meeting of Shareholders, respectively their
rights to be accepted as decisions of clear ushurb of the entity.

7. Agreement signed by and between the shareholders, known to the entity, which can result
to limitations in the transfer of shares or of the voting right.

The entity is not aware of agreements, signed by and between the entity, which could result in
limitations of the transfer of share or of the voting right.

8. Provisions on the appointment and retitement of members of the entity’s management
bodies and on the amendments and additions to the Atrticles of Incorporation.

In compliance with the Articles of Incorporation of Trace Group Hold Plc., the members of the
Board of Directors are chosen by the General Meeting of Shareholders. As membets of the Board of
Directors are chosen people that satisfy the requirements, under the Commercial Act.

Amendments and additions to the entity’s Articles of Incotporation are approved by the General
Meeting of Shareholders, following the approval of the Commission on Financial Supervision.
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9. The rights of the entity’s managing bodies, including the right of decision making with
regards to the issue or redemption of the entity’ shares.

The management bodies of Trace Group Hold Plc. are the General Meeting of Shareholders, the
Board of Directors and the Executive Ditector.

The General Meeting of Shareholders decides on matters, under its competency, disclosed under
the entity’s Articles of Incorporation and conforming to the requirements of the Commercial Act. The
decisions regarding amendments and additions to the Articles of Incorporation, increase and decrease in
the capital, restructuring and termination of the entity and appointment of the Board of Directors are
taken with majority of 2/3 of the presented capital. All other decisions are taken with ordinary majority
of the presented shares.

The Board of Directors of Trace Group Hold Plc. manages and represents the entity before the
legal and physical persons in the Bulgaria and abroad.

The Board of Directors resolves all issues that do not fall under the specific competence of the General
Meeting of Shareholders, complying with the decision of the General Meeting of Shareholders, the
provisions under the Articles of Incorporation and the in-force legislation. The Board of Directors of
“Trace Group Hold” Plc. is entitled to increase the entity’s capital up to twenty times, by issuing new
shares. The Board of Directors reports its activities before the General Meeting of Shareholdets.

The Board of Ditrectors conducts regular meetings, at least once every three months at which it
discusses the entity’s position and development.

The BoD appoints the entity’s management to one or more Executive Directors. The Executive
Director manager the cutrent activities of the entity in conformance with the provisions under the
Article of Incorporation and the Management contract.

A decision, dated 2009, was taken to redeem shares under the following conditions:

- Maximum number of shares, subject to redemption — up to 3% of the total number of shares,
issued by the entity;

- Redemption period (deadline) — no longer than 5 (five) years;

- Minimum redemption price — the minimum average price of the shares as traded on the stock
exchange in the last 52 weeks prior to the redemption;

- Maximum share value at redemption — 75% of the maximum average share stock exchange value
for the last 52 weeks ptior to the redemption.

As at present time, the right to redeem shares has not been exercised by the entity.

10. Significant contracts, signed by the entity, which come to effect, are modified or are
terminated as a result of a change in the entity’s control in the execution of 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; the exception under the preceding
sentence is applicable in the cases where the entity is obliged by Law to disclose such
information..

Commercial offerings have not been registered, nor does the entity have significant contracts
that become effective, are modified or terminated due to a change in the entity’s control when
performing compulsory tender offers.
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11. Agreement, signed by and between the entity and its Management or its employees with
regards to compensations, due to upon redundancy or dismissal of the labour contract by either
party, with no legal grounds, or termination of the labour relations as a result of reasons, related
with tenders.

TRACE GROUP HOLD PLC m
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No agreements have been signed by and between Trace Group Hold Plc. and the members of
the Board of Directors and the entity’s personnel with regards to compensations due upon redundancy
or dismissal, with no legal grounds for the later, or termination of the labour relations due to tender-
related reasons.

Executive Director:

Dipl. Eng. Tsvetan Tsonev
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