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HLB Bulgaria

Audit, Analysis & Consulting

INDEPENDENT AUDITOR’S REPORT

TO: THE SHAREHOLDERS OF
“TRACE GROUP HOLD” PLC

Report on consolidated financial statements

We have audited the accompanying consolidated financial statements of “TRACE GROUP HOLD” PLC
and its subsidiaries as at December 31, 2013, which comprise the consolidated statement of financial
position as at December 31, 2013, and the consolidated income statement and the 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 Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated 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 consolidated financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated 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
consolidated financial statements. The procedures selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement of consolidated 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 consolidated 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 consolidated financial statements.
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HLB Bulgaria

Audit, Analysis & Consulting

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, consolidated financial statements present fairly, in all material respects the financial
position of “TRACE GROUP HOLD” PLC and its subsidiaries as at December 31, 2013 and its financial
performance and its cash flows for the year then ended in accordance with the International Financial
Reporting Standards, adopted by European Commission.

Report on other legal and regulatory requirements

Management is also responsible for the preparation of an annual consolidated report of operations in
conformity with the requirements of the Accountancy Act.

The Accountancy Act requires us to give an opinion whether the annual consolidated report of operations
of the Company is consistent with consolidated financial statements for the same period.

In our opinion the annual consolidated report of operations is prepared in accordance with the
accompanying consolidated financial statements of the Company as at December 31, 2013.
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TRACE GROUP HOLD PLC
CONSOLIDATED STATEMENT OF FINANCIAL POSITION as at 31.12.2013 TR CE

Note 31.12.2013 31.12.2012
ASSETS BGN'000 BGN'000
Non-current Assets
Property, plant, machinery and equipment 1.1. 64 689 70 565
Non-current Intangible Assets 1.2. 1648 1748
Non-current Financial Assets 1.3. 342 359
Investments, accounted under the equity method 14. 1540 1470
Non-current Trade and other receivables 1.5. 12 666 5673
Deferred Tax Assets 1.6. 2918 3372
Goodwill 1.7. 447
Current Assets
Inventory 1.8. 8 424 6976
Current Trade and other receivables 1.9. 99 892 77 429
Recoverable Tax 1.10. 1076 3213
Current Financial Assets 1.11. 6 548 385
Cash and Cash equivalents 1.12. 44 339 33754
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TRACE GROUP HOLD PLC
CONSOLIDATED STATEMENT OF FINANCIAL POSITION as at 31.12.2013 - continued

Note 31.12.2013 31.12.2012
EQUITY AND LIABILITIES BGN'000 BGN'000
Equity
Share Capital 1.13.1. 24 181 24183
Registered Capital 24 200 24 200
Treasury Shares Redeemed (19) (17)
Share Premium 1.13.2. 21763 21763
Translation Reserve 1.13.3. (238) (246)
Reserve 1.13.4. 33 196 33 196
Financial Result 1.13.5. 17 439 1703
Accumulated Profit / (Loss) 1074 176 =
Curtent year's Profit /(Loss) 16 365 1527 *

(61)
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Non-current Liabilities

Non-current Financial Liabilities 1.14. 3544 2729
Non-cutrent Trade and other liabilities 1.15. 8 882 2704
Non-current Provisions 1.16. 202 144
Deferred Tax Liabilities 1.17. 283 298
I e i R o
Current Liabilities

Current Financial Liabilities 1.18. 5299 12 898
Current Trade and other liabilities 1.19. 121217 98 080
Tax Liabilities 1.20. 3622 3970
Liabilities to the personnel 1.21. 2906 1985
Current provisions 1.22. 2294 1 850

135 338 IR 783
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TRACE GROUP HOLD PLC
CONSOLIDATED INCOME STATEMENT for the financial reporting year 2013 TR CE

2013 2012
Note BGN'000 BGN'000
Income
Net Income from Sales 2.1.1. 322 504 302 703
of Production 4792 1211
of Services 299 941 290 065
of Goods 9957 4788
Others 7814 6 639
Financial Income 518 705
Expenses
Expenses per economic elements (290 444) (292 617)
Raw materials, materials and consumables 22.1. (56 018) (71 034)
Hired Services 222, (204 920) (191 720)
Depreciation cost 2.2.3. (7 153) (7 293)
Salaries and wages, and social contributions 224 (18 208) (18 690) *
Impairment of assets 2.25. (2029) (1992
Other expenses 2.26. (2 116) (1 888)
Allowances 2.2.7. (12 341) (6 465)
Net book value of assets disposed (excluding production) (12 537) (8 667)
Expenses, capitalised in the Assets' value 14 92
Changes in the Inventories of Finished Goods
and Work in progress 120 2110
Others 62
Financial expenses 2.2.8. (1 905) (2 970)
Financial result from disposals of non-curtent assets 2.2.9. 11
Share in the Results of Associates 2.2.10. 80
S, T (S
Tax expense 2.2.11. (2311) 62
Current Tax expense (1 859) (1123)
Changes, accounted for under deferred tax (452) 1185
Profit / (Loss) from Continuing operations 16 173 1511
(] [
including Profit / (loss) in the Group 16 365 1527
including Profit / (Loss) under Non-controlling participations (192) (16)
* revalued, reclassified T o
2013 2012
BGN BGN
s e ]
0.68 0.07
are an integral part of these Financial Statements. /

Sofia, 24 April 2014




TRACE GROUP HOLD PLC )|
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME for the financial rep TR’ CE 3

2013 2012
Note BGN'000 BGN'000
Other comprehensive income 2.3.1. 26 72
Actuarial Gains / (Losses) 21 102
Foreign Currency Translation Gains / (Losses) 5 (30)
.|'n(-.|l( nn\l\nhn'n-.\\.' Ilncome . - 1 583
including Total Comprehensive Income in the Group 16 394 1608
including Total Comprehensive Income under
Non-controlling Participations (195) (25)
1
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TRACE GROUP HOLD PLC A
CONSOLIDATED STATEMENT OF CASH FLOWS for the financial reporting year 2013 TR CE

2013 2012

BGN'000 BGN'000
Cash flows from Operating activities
Cash inflows from contractors 330797 409 920
Cash outflows to contractors (277 359) (348 290)
Net Cash flows in respect of Personnel and Social insurance contributions (16 888) (19 222)
Cash outflows relating to Tax (excluding Corporate tax) (13 952) (14 161)
Taxes reimbursed (excluding Corporate tax) 6622 1381
Cash outflows relating to Corporate tax (1 488) (1298)
Corporate tax reimbursed 10
Cash outflow for interest and fees, under received operational loans (119) (46)
Cash outflows from profit distribution (170) (107)
Net Foreign exchange gains / (losses) (89) (62)

Other cash flows from Operating activities 558 121
Nect Cash flows f[rom Opcrating acuvities

Cash flows from Investing activities

Cash outflows for acquisitions of Non-current assets (1914) (9 561)
Cash inflows from disposals of Non-current assets 84 35

Cash outflows for purchases of Financial assets (110)

Cash inflows from disposals of Financial assets 27

Cash outflows on Loans granted (152) (40)
Cash inflows on Loans granted - 63

Cash inflows from Interest and fees on loans granted 32 19
Cash outflow on Deposits placed (5 950)

Cash inflow on Deposits placed 18

Cash inflow from Interest on Deposits placed 354 111

Cash inflows from Finance lease 5 6
Dividends received 113

Net Cash flows from Investing activitics (7 493) (9 367)

Cash flows from Financing activities

Cash outflows for share redemption and other capital instruments 17
Cash inflows related to changes in participations in subsidiaries, which have not resulted in
loss of control (29)
Dividends paid (57)
Cash inflows from Loans received 2626 21811
Cash outflows on Loans received (4 738) (27 860)
Cash outflows on Interest and fees on loans received 794) (913)
Cash outflows on Finance lease (5712 9 216)
Foreign exchange gains / losses, net (5)
Other cash flows from Financing activities 9
Net Cash flows from Financing activitics w

Net increase / (decrease) in Cash and cash equivalents 10 638 1293

Z.
Cash and cash equivalents 3674t 1 Japuary 33 656 32363
/

Cash and cash cquivalents as 0131 December 44 294 33 636

Compiler:

Daniela Karas}'avo a
/
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"HLB Bulgaria" LTD

Sofia, 24 April 2014



TRACE GROUP HOLD PLC TR i ct
fLF —
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY as at 31.12.2013 as
Total
, General Accumulate Total equity Non-
Sb‘,:l Shafe Translatio and other d profit / equity controlling ET ota;l
capt premitm A segerve reserves (loss) Group participatio quity
ns

st

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

:::;f:gs iz‘;) ;2‘1““” for the financial an ; @ 7268 (5 565) 1665 (128) 1537
Other comprehensive income - - 1) - 102 81 @) 72
Actuarial gains / (losses) 102 102 102
“Translations of foreign activities (21) @) ©) (30)
Profit / (loss) for the period 1527 1527 (16) 1511
T [ [ (R o e
I: y sh deemed ) 17) az
Reserve allocation 7268 (7 268) - -
i 7 no ay @
T ] [ i

Changes in equity for the financial

reporting 2013 ) - 8 - 15 736 15742 (195) 15 547
Other comprehensive income - - 8 - 21 29 [&)] 26
Actuarial gains / (losses) 21 21 21
Translations of foreign currency 8 8 (3) 5
Profit / (loss) for the period 16 365 16 365 (192) 16 173
Treasuty shares redeemed @ @ @
Dijvidends (637) (637) (637)
omadmgmMe¢qf; ) ) )
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“TRACE GROUP HOLD” PLC TR
Conselidated Finaneial Statements for the year ending as at 31,12.2013

GENERAL INFORMATION
Corporate Name
“TRACE GROUP HOLD” PLC
Board of Directors

Chairman
Nikolay Ganchev Mihaylov

Members
Tzvetan Ivanov Tzonev
Ivan Dimitrov Hristov
Manol Peychev Denev
Miroslav Kalchev Manolov
Anton Nikolov Donchev
Maria Geootgieva Kavardjikova

Executive Directors
Nikolay Ganchev Mihaylov
Tzvetan Ivanov Tzonev
Miroslav Kalchev Manolov

Compiler
Daniela Mineva Karaslavova

Lawyers
Madlena Stanimirova Radichkova

Audit Committee
Matin Radoslavov Todorov
Svetla Stoilova Cheriyska
Kiril Ivanov Petkov

Country of Incorporation
The Republic of Bulgaria

Braches, registered under the Commercial Act
Belgrade, The Republic of Setbia

Domicile and Registered Address
12, “Nikola Obrazopisov” Str., 1408, Sofia
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“TRACE GROUP HOLD” PLC TR
Conselidated Finaneial Statements for the year ending as at 31.12.2013

Servicing banks
UniCredit Bulbank JSC
MKB Unionbank JSC
First Investment Bank PJSC
Corporate Commercial Bank JSC
United Bulgatian Bank JSC
SG Expressbank JSC
Piraeus Bank JSC

Principle activities and the core activities of the Group
Execution of building and construction wotks
Project Management in the fields of building construction works and road construction
Consulting services
Trade activities
Renting (sublease) of non-current assets

Date of the Financial Statements
31.12.2013

Financial Statements’ period — current period
The year beginning as at 01.01.2013 and ending as at 31.12.2013

Time scope of the comparative information — prior period
The year beginning as at 01.01.2012 and ending as at 31.12.2012

Date of authorization of the Financial Statements for issue
28.04.2014

The Body, which has approved and authorized the Financial Statements for issue
The Board of Directors, by a decision entered in a Protocol, dated 28.04.2014

\CE

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.



“I'RACE GROUP HOLD” PLC TR ct
Conselidated Financial Statements for the year ending as at 31.12.2013 do

The consolidated entities ate:

TRACE GROUP HOLD PLC — parent entity

Principal activities: Acquisition, management, valuation and sales of participations in Bulgatian and foreign
entities, construction of road facilities and road infrastructure.

TRACE - BOURGAS JSC, BOURGAS - 100% owned by Trace Group Hold PLC.
Principal activities: Construction and reconstruction of roads and of road facilities.

PSIJSC, STARA ZAGORA - 99.26% owned by Trace Group Hold PLC.
Principal activities: Construction and reconstruction of roads and of road facilities, current repairs and
winter maintenance.

TRACE TRANS LTD — 100% owned by Trace Group Hold PLC.
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% owned by Trace Group Hold PLC.
Principal activities: Rendering of setvices, by means of building mechanization.

PSF MOSTINZHENERING JSC, YAMBOL — 97.68% owned by Trace Group Hold PLC.
Principal activities: Construction and reconstruction of roads and of road facilities.

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

AVGUSTA TRACE LTD, STARA ZAGORA — 100% owned by Ttace Group Hold PLC.
Principal activities: Security related activities.

RODOPA TRACE LTD, SMOLYAN - 100 % owned by Trace Group Hold PLC.
Principal activities: Construction and reconstruction of roads and of road facilities.

TRACE HOLIDAY LTD, SOFIA - 100% owned by Trace Group Hold PLC.
Principal activities: Travel and tourism, and trade activities in Bulgaria and abroad, hospitality, as well as all
types of auxiliary activities.

TRACE INTERNATIONAL LTD, SOFIA — 100% owned by Trace Group Hold PLC.
Principal activities: Construction, trade of construction materials and products, trade activities in Bulgaria
and abroad, trade representation and intermediation.

TRACE COMMERCE LTD, SOFIA — 100% owned by Trace Group Hold PLC.
Principal activities: Trade activities in Bulgaria and abroad, trade representation and trade intermediation.

PATNA SIGNALIZATSIA I SAORAZHENIA JSC, STARA ZAGORA - 100% owned by Trace Group
Hold PLC.

Principal activities: Manufacturing and sale of road accessories and of products, related to troad
signalization.



“TRACE GROUP HOLD” PLC TR/ | CE
Conselidated Finanelal Statements for the year ending as at 31.12.2013 &

TRACE KARJALI JSC, KARDZHALI - 96.15% owned by Trace Group Hold PLC.
Principal activities: Construction and reconstruction of roads and of road facilities, current repairs and
maintenance.

INFRASTROJ LTD, PLEVEN - 100% owned by Trace Group Hold PLC.
Principal activities: Construction and reconstruction of roads and of road facilities.

TRACE PLOVDIV LTD, PLOVDIV - 100% owned by Trace Group Hold PLC.
Principal activities: Construction and reconstruction of roads and of road facilities.

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

TRACE - SOFIA LTD, SOFIA — 93.46% owned by PSI JSC and 6.54% ownership of Trace Group Hold

PLC.
Principal activities: Construction, cutrent repairs and maintenance of highways, roads, streets and the
surrounding them infrastructure.

TRACE SVILENGRAD LTD, SOFIA - 60% owned by Trace — Sofia LTD and 40% owned by PSI JSC.
Principal activities: Construction, current repairs and maintenance of highways, roads, streets and the
sutrounding them infrastructure.

METRO DRUZHBA LTD, SOFIA - 100% owned by Trace Group Hold PLC.
Principal activities: Tunnel and bridge construction.

TRACE SOP LTD, SOFIA — 100% owned by Trace Group Hold PLC.
Principal activities: Road design and Road construction.

VIOR VELIKA MORAVA JSC, BELGRADE, SERBIA — 72.85% owned by Trace International LTD.
Principal activities: Design and supervision of water infrastructure projects and engineeting activities.

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

LTD.
Principal activities: Construction, repairs and maintenance of roads, highways, airport landing strips and
premises, sales of construction materials, services and equipment.

TRACE BALKANS LTD, BELGRADE, SERBIA — 100% owned by Trace International LTD.
Principal activities: Construction of roads and highways.

NEW BRIDGES, BELGRADE, SERBIA - 100% owned by Trace Balkans LTD.
Principal activities: Construction of road facilities.

METRO TRACE ECONOMIC GROUP, A COMPANY UNDER THE LAW ON OBLIGATIONS
AND CONTRACTS - 55% participation of Trace Group Hold PLC and 15% patticipation of Trace —
Sofia LTD.

Principal activities: Construction of bridges and tunnels.

10



“I'RACE GROUP HOLD” PLC TR ‘-E
Consolidated Finaneial Statements for the year ending as at 31.12.2013 &u

METRO MLADOST TRACE ECONOMIC GROUP, A COMPANY UNDER THE LAW ON
OBLIGATIONS AND CONTRACTS — 55% participation of PSI JSC and 15% participation of Trace —
Sofia LTD.

Principal activities: Construction of bridges and tunnels.

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

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

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

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

TRACE ENGINEERING, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS — 51% participation of Trace Group Hold PLC.
Principal activities: Technical Infrastructure Engineering,

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

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

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

SERDIKA, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS — 90%
participation of Trace Group Hold PLC.
Principal activities: Technical Infrastructure Engineering.

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

KARDJALI, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS - 51%

participation of PSI JSC and 49% participation of Trace Karjali JSC.
Principal activities: Winter maintenance and current road repairs.

11



“IRACE GROUP HOLD” PLC TR ff
Consolidated Finaneial Statements for the year ending as at 31.12.2013

KARDZHALI 2010, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS -

52% participation of PSI JSC and 24% participation of Trace Karjali JSC.
Principal activities: Winter maintenance and current road repairs.

PSI — STROYINZHENERING, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS - 100% owned by PSI JSC.
Principal activities: Winter maintenance and current road repairs.

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

DIANOPOLIS, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS - 51%
participation of PSF Mostinzhenering JSC.
Principal activities: Winter maintenance and current road repairs.

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

TRACE INJECT, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS —
60% participation of Trace Group Hold PLC and 40% participation of Trace — Sofia LTD.
Principal activities: Current repairs and maintenance of road network and road facilities.

SOFIA 2010, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS - 52%
participation of PSI JSC.

Principal activities: Preventive, current and winter maintenance, and repair and tehabilitation work in
emergency situations.

LOVECH 2010, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS - 60%
participation of PSI JSC.

Principal activities: Preventive, current and winter maintenance, and repair and rehabilitation work in
emergency situations.

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

HEMUS A2, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS- 60%
participation of Trace Group Hold PLC.
Principal activities: Design and construction of highways.

TRACE SVOGE, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS —
60% participation of Trace Group Hold PLC
Principal activities: Construction of roads and of road facilities.

TRACE VIA, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS - 95 %
participation of Trace Group Hold PLC.
Principal activities: Technical infrastructure engineering.

12



“T'RACE GROUP HOLD” PLC ’R 4 CE
Conselidated Finaneial Statements for the year ending as at 31.12.2013 b

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

TRACE - APOLONIA, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS - 60% participation of Trace — Bourgas JSC and 40% participation of Trace — Sofia LTD.
Principal activities: Construction works on a sports centre.

TRACE PORDIM, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS -
80% participation of Trace Group Hold PLC and 20% patrticipation of PSI JSC.
Principal activities: Rehabilitation of roads and of road facilities.

TRACE RADNEVO 2012, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS - 51% participation of PSF Mostinzhenering JSC and 49% patticipation of PSI JSC.
Principal activities: Construction, repairs and maintenance of a Class IV Road network and Street
network.

TRACE EAST, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS - 70%
participation of Trace Group Hold PLC, 10% participation of PSI JSC, 10% participation PSF
Mostinzhenering JSC and 10% participation of Trace — Sofia LTD.

Principal activities: Construction of eight sites, under the Regional Development Operational Program,
LOT 4.

TRACE SOP, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS - 60%
participation of Trace Group Hold PLC and 20% patticipation of PSI JSC.
Principal activities: Road design and Road construction.

LYULIN TRACE, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS -
55% participation of Trace Group Hold PLC and 5% participation of Rodopa Trace LTD.
Principal activities: Maintenance of roads and of road facilities.

METRO DRUZHBA, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS
— 98% participation of Trace Group Hold PLC.
Principal activities: Construction of tunnels and bridges.

TRACE SUNNY BEACH, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS — 65% patticipation of Trace — Bourgas JSC and 20% participation of Trace — Sofia LTD.
Principal activities: Reconstruction of cultural — historical heritage.

TRACE 2012, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS - 70%
participation of Trace Group Hold PLC and 30% participation of Trace — Bourgas JSC.
Principal activities: Construction of roads and of road facilities.

VITOSHA 2014, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS -

60% participation of Trace Group Hold PLC.
Principal activities: Winter maintenance and summer cleaning of municipal and national road networks.

13



“TRACE GROUP HOLD” PLC TR i CE
Conselidated Finaneial Statements for the year ending as at 31.12.2013 e

TRACE SVILENGRAD, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS - 40% participation of PSI JSC and 60% participation of Trace — Sofia LTD.
Principal activities: Consulting and other services related to economic activities and to management.

TRACE APRILTZI, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS -
20% participation of Infrastroj LTD and 80% participation of Trace Group Hold PLC.
Principal activities: Construction of residential and non-residential buildings.

TRACE — KORDEEL - PERNIK, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS — 60% participation of Trace Group Hold PLC.
Principal activities: Construction of highways, roads and aircraft runways.

TRACE WEST, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS - 10%
participation of Trace — Sofia LTD, 20% participation of PSI JSC, 70% participation of Trace Group
Hold PLC.

Principal activities: Construction of residential and non-residential buildings.

TRACE STARA ZAGORA, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS — 40% participation of Construction Company Ttrace JSC and 60% participation of PSI
JsC.

Principal activities: Construction of premises and of construction facilities.

TRACE BYPASS VRATSA, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS — 10% participation of PSI JSC and 90% participation of Trace Group Hold PLC.
Principal activities: Construction of highways, aircraft runways and sports fields.

TRACE KAZANLAK, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS
— 40% participation of PSI JSC and 60% participation of Trace — Sofia LTD.
Principal activities: Construction of premises and of construction facilities.

TRACE AIR, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS - 15%
participation of PSI JSC and 80% participation of Trace Group Hold PLC.
Principal activities: Consulting and other services related to economic activities and to management.

TRACE BYPASS MONTANA, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS - 10% patticipation of PSI JSC and 90% participation of Trace Group Hold PLC.
Principal activities: Construction of highways, aircraft ranways and sports fields.

TRACE INFRAPERFECT - APRILTZI, A COMPANY UNDER THE LAW ON OBLIGATIONS

AND CONTRACTS - 60% participation of Infrastroj LTD.
Principal activities: Other business services, not classified under any other segment.
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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 tequited under IFRS. The
valuation basis is disclosed in detail. The Consolidated Financial Statements are prepared in compliance
with the going concern assumption.

Changes in the accounting policy
The Group has adopted the disclosed hereafter new and / or revised Standards and Interpretations to the
IFRS, developed and issued by the International Accounting Standards Board (IASB), which have an
effect over the Financial Statements of the entity and are compulsory for annual periods beginning as of
January 1st 2013:
IFRS 7 Financial Instruments: Disclosure (amended) (effective for annual periods beginning on ot
after 01 January 2013)

The amendments to the Standard relate to the extended disclosure requirements regarding offsetting of
financial assets and liabilities. This will assist the users of the Financial Statements to bettet assess the
effect, or the potential effect, of offsetting of financial assets and liabilities. The amendments also aim to
facilitate comparability between Financial Statements, prepared in compliance with IFRS and the ones
prepared in accordance with the US General Acceptable Accounting Practices (GAAP).

IFRS 13 Fair Value Measurement (effective for annual periods beginning on or after 01 January 2013)

The objective of IFRS 13 is to replace, with a separate Standard, the guidelines for determining and
disclosing fair value, set under the existing IFRS. The standard defines fair value, provides guidance on
how it should be measured and implements requirements for its disclosure. IFRS 13 does not amend the
regulations, set under the existing IFRS, regarding properties that should be measured and / ot disclosed
at fair value.

IAS 1 Presentation of Financial Statements (amended) (effective for annual petiods beginning on ot
after 01 July 2012, for EU —periods beginning on or after 01 January 2013)

The amendments to IAS 1 are intended to improve the presentation of the components in the Statement
of Comprehensive Income, while maintaining the two provided presentation options: two Statements — an
Income Statement and a Statement of Comprehensive Income, or a single Statement of Comptehensive
Income. The amendments establish requitements for grouping items, presented in the Statement of Other
Comprehensive Income, into two categories, respectively: items that will be subsequently recognized in
the current profit or loss, 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 (amended) (effective for annual periods beginning on or after 01 January 2012,
for EU — petiods beginning on or after 01 January 2013)

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 through sale. Due to the fact that when
accounting for investment properties, carried at fair value under IAS 40 “Investment property”, it is
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difficult, and subjective, to determine what portion of the recovery will be through a subsequent use ot
through sale, an exception to that principle is introduced — the rebuttable presumption that the carrying
value of the disclosed investment properties will be recovered only through 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 01 January
2013)

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

IFRIC 20 Stripping costs in the Production Phase of a Sutface Mine (effective for annual petiods
beginning on or after 01 January 2013)

The purpose of this Interpretation is to provide guidelines on the recognition of the production stripping
costs of surface mines as assets, as well as on their initial and subsequent valuation, in order to limit the
variety of ways in which entities report these costs.

Annual improvements 2011, endorsed by the EU in 2012:

IFRS 10 Consolidated Financial Statements (effective for annual periods beginning on ot after 01
January 2013, for EU — periods beginning on or after 01 January 2014)

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

IFRS 11 Joint Arrangements (effective for annual periods beginning on or after 01 January 2013, for EU
— periods beginning on or after 01 January 2014)

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 atre
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 petiods beginning on or after
01 January 2013, for EU — periods beginning on ot after 01 January 2014)

The objective of IFRS 12 is to establish detailed disclosure requirements, which to assist the Financial
Statements’ users to assess: the nature and risks, associated with the participation in other entities, and the
effects of such risks on the results, the financial position and the cash flows of the entity-investor. The
Standard applies to both consolidated and non-consolidated entities, in which a given company has
interest.
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IAS 27 Separate Financial Statements (revised) (effective for annual periods beginning on or after 01
January 2013, for EU — periods beginning on or after 01 January 2014)

The amendments relate to the issue of IFRS 10 - the revised IAS 27 Separate Financial Statements
supersedes IAS 27 Consolidated and Separate Financial Statements. The requitements in terms of
consolidations have been amended and are transferred in the new IFRS 10 Consolidated Financial
Statements.

IAS 28 Investments in Associates and Joint Ventures (revised) (effective for annual periods
beginning on or after 01 January 2013, for EU — periods beginning on or after 01 January 2014)

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 Instruments: Presentation (revised) (effective for annual periods beginning on or
after 01 January 2014)

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

Annual improvements 2011, effective for subsequent periods, which have not yet been endorsed
by the EU:

IFRS 7 Financial Instruments: Disclosures (amended) (effective for annual periods beginning on or
after 01 January 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 on or after 01 January 2015)

IFRS 9 represents the first part of the International Accounting Standards Board’s (IASB) project to
replace IAS 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, carried 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 be adopted ptior to the
publication of all sections of the Standard and before it can assess their overall effect.

Annual improvements 2012, endorsed by the EU in 2013:
IFRS 1 First-time Adoption of International Financial Reporting Standatrds (effective for annual
petiods beginning on or after 01 January 2013)

The amendments relate to the conducted in 2008 amendments to IAS 20 “Accounting for Government
Grants and Disclosure of Government Assistance”, by the power of which an entity applying IFRS for
the first time is permitted to meet these requirements for loans, received on the transition date or at a later
date. The entity is also allowed to apply the requirements of IAS 20, provided that the necessaty
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information on the funds and loans, received from the Government, is available as of the date of the
Grants’ receipt.

The amendments relate to the improvements, dated 2012, on borrowing costs, classifying as assets under
IAS 23 Borrowing costs, for which the date of commencement of capitalization is prior to the date of
transition to IFRS.

IAS 1 Presentation of Financial Statements (effective for annual periods beginning on or after 01
January 2013)

The amendments relate to the improvements, dated 2012, regarding the requirements for presentation of
comparative information.

IAS 34 Interim Financial Reporting (effective for annual periods beginning on or after 01 January
2013)

The changes relate to the improvements, dated 2012, with regards to the amendments in IFRS 1 and the
interim repotting of segment information.

IAS 16 Property, plant and equipment (effective for annual periods beginning on or after 01 January
2013)

The amendments relate to the improvements, dated 2012, on the requirement for reporting spare parts,
spare and service equipment.

IAS 32 Financial Instruments - Presentation (effective for annual periods beginning on or after
January 1st 2013)

The amendments relate to the improvements, dated 2012 - reporting of the tax effect of distributions, to
the owners of equity instruments, as per the requirements of IAS 12, and the disclosure of expenses on
transactions, carried with decrease in share capital.

IFRS 10 Consolidated Financial Statements (effective for annual periods beginning on or after 01
January 2014)

IFRS 11 Joint Arrangements (effective for annual petiods beginning on or after 01 January 2014)

IFRS 12 Disclosure of Interests in Other Entities (effective for annual periods beginning on or after
01 January 2014)

The published amendments in the three standards are designed to ease their transition provisions by
optimizing the requirements for presentation of the adjusted comparative information. Also the
requirement on non-consolidated companies to disclose information for periods prior to the Standards’
implementation, is removed.

Annual improvements, dated 2012, endorsed by the EU in 2013

IFRS 10 Consolidated Financial Statements (effective for annual periods beginning on or after 01
January 2014)

The amendment targets to better reflect the business model of investment entities. In compliance with the
amendment, investment entities assess and present their subsidiaries at fair value, in profit or loss, and not
on a consolidated basis.
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IFRS 12 Disclosure of Interests in Other Entities (effective for annual periods beginning on or after
01 January 2014)
The amendment introduces the requirement for specific disclosure of subsidiaries of investment entities.

IAS 27 Separate Financial Statements (revised) (effective for annual periods beginning on or after 01
January 2014)

The amendment targets to eliminate the requirement that investment companies assess theit investment in
subsidiaries at fair value.

The amendments in IFRS 10, IFRS 12, and IAS 27 impose subsequent amendments in order to achieve
consistency in the following Standards: IFRS 1, IFRS 3, IFRS 7, IAS 7, IAS 12, IAS 24, IAS 32, IAS 34
and IAS 39.

Consolidation basis
The Group prepares the Consolidated Financial Statements in compliance with the requirements of IAS
27 Consolidated and Separate Financial Statements.
The Group includes “Trace Group Hold” PLC the parent, and its subsidiaries.
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 an entity’s equity that is not attributable directly or indirectly to the patent.
The Financial Statements of the parent and of its subsidiaties, used in the preparation of the Consolidated
Financial Statements, are prepared as at the same reporting date.
The Consolidated Financial Statements are prepared using uniform accounting policies for like
transactions and other events in similar circumstances.
The income and expenses of a subsidiary are included in the Consolidated Financial Statements as of its
acquisition date. The income and expenses of the subsidiary are based on the values of the assets and
liabilities, recognized in the parent’s Consolidated Financial Statements as at the acquisition 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 ownets 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 of owners).
If a parent loses control over a subsidiary, the parent accounts for all amounts recognized in other
comprehensive income, relating to that subsidiary, on the same basis as it would be required if the parent
had directly disposed the related assets or liabilities. Therefore, if a gain or a loss, previously recognized in
other comprehensive income, would be reclassified to profit or loss on the disposal of the related assets ot
liabilities, the parent reclassifies the gain or loss from equity to profit or loss (as a reclassification
adjustment) when it loses control over the subsidiary.
On the loss of control over a subsidiary, any investments, retained in the former subsidiary, and any
amounts owed by, or to, the former subsidiary are recognized and accounted for in accordance with other
IFRSs, as of the date when control is lost.
The fair value of any investments, retained in the former subsidiary at the date when control is lost, are
regarded as fair value on initial recognition of a financial asset, in accordance with IAS 39 or, when
appropriate, as the cost on the initial recognition of an investment in an associate or a jointly controlled
entity.
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Business Combinations

All business combinations are accounted for by applying the acquisition 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
acquiree ptior to the business combination or not. On initial recognition, the assets and liabilities of the
acquired subsidiary are included in the Consolidated Statement of Financial Position, at their acquisition-
date-fair value, which, in conformance with the Group’s accounting policy, setves 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.

Changes in the accounting policy
The accounting policy adopted is consistent with the accounting policy applied in the prior reporting
period.

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

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 Bulgaria, 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 the accumulated depreciation and the
impairment losses incurred. The values, derived to 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. At 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 property,
plant and equipment at acquisiion 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 increase 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.
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The carrying amount of an item of propetty, plant and equipment is derecognized:

- on disposal;

or

- when no future economic benefits are expected from the asset’s use or disposal.

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in
profit or loss when the item is derecognized, unless IAS 17 requites otherwise on a sale and leaseback.
Gains or losses arising from the derecognition of an item of property, plant or equipment are determined
as the difference of the net disposal proceeds, if any, and the carrying 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, held for rentals, it transfers such assets to inventories, at their carrying amount, when they
cease to be rented and become held for sale. The proceeds from the sale of such assets are recognized as
revenue in compliance with IAS 18 Revenue. IFRS 5 does not apply when assets that are held for sale in
the ordinary course of business are transferred to inventoties.

Property, plant and equipment are depreciated on the straight-line method, over their expected useful life.
The residual value and the useful life of an asset is reviewed at least at each financial year-end, and if the
expectations differ from prior estimates, the changes are accounted for as a change in accounting
estimates, in accordance with IAS 8 Accounting Policies, Changes in Accounting Estimates and Errots.
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 the assets ceases at the earlier of the two dates:

- the date that the assets are classified as “held for sale” in accordance with IFRS 5

- the date that the assets are derecognized.

Depreciation does not cease in periods with no business activities or upon assets’ disposal / retitement.
The average useful life, in years, of the main groups of Non-current Tangible Assets is as follows:

Groups of Nan-curtent tangible assets Years
Buildings 50
Plants 25
Machinery, production machinery and equipment from 10 to 20
Transport vehicles, excluding cars 15

Cars from 7 to 10
All other assets, subject to depreciation 7

Impairment of Property, plant and equipment
In conformance with the requitements of IAS 36, an assessment is conducted as at balance sheet date, on
whether there are indications that the value of an item of property, plant and equipment is impaired. In
case 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 patts of buildings, held mainly with the
purpose to earn rentals or for capital appreciation, or both, are recognized as investment property. A
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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, associated with it, will flow to the Group and the acquisition cost of the Investment
property can be measured reliably.
Transfers to, or from an investment property shall be made when, and only when, there is a change in use,
evidenced by:
e commencement of owner-occupation — for transfers from Investment property to owner-
occupied property;
e commencement of development with an intention to sale — for transfers from Investment
property to Inventories;
e end of owner-occupation — for transfers from owner-occupied property to an Investment
property;
or
e commencement of an operating lease to another party — for transfers from Inventories to
Investment property.

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

After its initial recognition, investment property is carried on 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 requirements of IAS 16, related to
this model.

Investment property is derecognized on retirement (disposal or by enteting 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 disposal date 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
guidelines in the illustrative examples, accompanying IAS 18. IAS 17 applies to a disposal effected by
entering into a finance lease or into a sale or leaseback.

Gains or losses arising from the retirement or disposal of investment propetty, are determined as the
difference between the net disposal proceeds and the carrying amount of the asset, and are recognized in
profit or loss in the period 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 properties is impaired. In case 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 they meet the definition of intangible assets and the recognition criteria under IAS 38.
An intangible asset is recognized if it is probable that the expected future economic benefits that are
attributable to the asset will flow to the Group and the cost of the asset can be reliably measured.
Intangible assets are initially measured at cost.
The cost of a separately acquired intangible asset is determined in conformance with IAS 38 and

comprises:
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- its purchase price, with the import duties and non-refundable purchase taxes, trade discounts and
rebates being deducted;
and
- any directly attributable cost of preparing the asset for its intended use.
The cost of an intangible asset, acquired in exchange for a non-monetaty asset, is measured at fair value,
unless:
- the exchange transaction lacks commercial substance;

or
- the fair value of neither the asset received, nor of the asset given up, can be reliably measured.
The acquired asset is measured in this way, even if it is possible to immediately derecognize the asset given
up. If the acquired asset is not measured at fair value, its acquisition cost is measured at the carrying
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 as of the date when the intangible asset first met
the recognition criteria.
After initial recognition, intangible assets are carried at their acquisition 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 the 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.
Amortization begins when the asset is available for use, i.e. when it is in the location and condition
necessary for it to be capable of operating in the manner intended by Management.
Amortization ceases at the earlier of:
- the date that the asset is classified as held for sale (or it is included in a disposal group that is classified
as held for sale) in compliance with IFRS 5
and
- the date that the asset is detecognized.
The average useful life, in years, of the main groups of intangible assets, subject to amortization is as

follows:

Groups of Intangible agsets Years
Computers, peripherals, software 5

All other assets, subject to amortization 7
Assets with finite usefull life As per the

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.
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Financial assets
When recognizing Financial assets, the Group applies IAS 32 and IAS 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
e 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 in the issuer’s own equity instruments and is:
® a non-derivative for which the entity is or may be obliged to receive a variable number of the
entity’s equity instruments; or
® 2 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
entity’s 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.

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

On initial recognition, financial assets are measured at fair value plus, in the case of financial assets that are
not measured at fair value through 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 derivatives, 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 recetvables;
- Held-to-maturity investments.

24



“TRACE GROUP HOLD” PLC ,'R /] cE
Congeelidated Finaneial Statements for the year ending as at 31.12.2013 &

Gains and losses from financial assets
® Gains and losses arising from changes in the fair value of financial assets are recognized as
follows:
®  Gains or losses arising from a financial asset or a financial liability that it is classified as measured
at fair value through profit or loss are recognized in the Income Statement.
® Gains or losses arising from available-for-sale financial assets are recognized in Other
comprehensive income, with the exception of impairment losses and exchange rate gains and
losses accumulated until the financial asset is derecognized. 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.
Dividends from own equity instruments that ate available-for-sale are recognized in the Income Statement
when the entity’s right to receive a payment is established,
The gains or losses, related to financial assets measured at amortized cost, are recognized in the Income
Statement when the financial asset or financial liability is written-off or impaired or amortized.

The Group derecognizes a financial asset when:
® the contractual rights over the cash flows from that financial asset have expired; or
® it transfers the financial asset when the contractual rights to receive cash flows from that financial
asset are transferred or the contractual tights to receive cash flows from that financial asset are
tetained, but has assumed a contractual obligation under an agreement to pass cash flows on to
one ot more recipients and the transfer satisfies the critetia for derecognizing, in conformance
with TAS 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:

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

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

o 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 detecognized, 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 directly in equity are
recognized in the Income Statement.
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Impairment and uncollectability of financial assets

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

A financial asset or a group of financial assets are considered as impaired, and impairment losses as
incurred when there is objective evidence of impairment as a result of one or more 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.

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’ carrying amount and the present value of the estimated future cash flows
(excluding future credit losses that currently have not been incurred), 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 incurred,
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 equity to profit or loss is the difference
between the cost (net of principal repayments and amortization) and the current 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 ot loss, relating to a debt instrument, classified as available-for-sale
are reversed 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 currency
(BGN) and foreign cutrency 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 catry short-term deposits as cash and cash equivalents — namely,
deposits with maturity up to 3 months. The accrued yet not received as at year end interest on those
deposits are presented also as cash and cash equivalents in the Statement of Financial Position.
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Interests and participations
All investments are initially recognized at cost, using the cost method.
The cost method is a method of recognizing investments, in which 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 it has invested. Profit distributions received, which exceed these gains, are
treated as teturn on investment and are recognized as a reduction of the acquisition cost (cost) of the
investment.
Investments in associates are measured and presented at acquisition cost (cost).
The investments that are not classified as subsidiaries and associates are recognized at fair value and are
carried 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 are carried at acquisition cost (cost).
Investments, which in conformance with IFRS 5 are classified as Investment held-for-sale (or are included
in a disposal group that is classified as held-for-sale), are recognized in conformance with that IFRS.

Loans, trade and other receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market, 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; or

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 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 under the Financial assets
categories. These include:
- 'The amounts of income tax recoverable, relating to the taxable profit / taxable loss for the petiod, and
the amounts paid with regards to the cutrent 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
tegards to the current and prior periods that exceed the payable amounts for other taxes.
Current tax assets for the current and prior reporting petiods are measured at the amount, expected to be
tecovered by the tax authorities when applying tax rates and the tax legislation, enacted or expected to
enact as at the end of the reporting period.
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Inventories
When recognizing Inventories, the Group applies the provisions of IAS 2:
Inventories are assets:
- Held for sale in the ordinary course of business (commodities, goods);
- In the process of production for such a sale (wotk in progress);
- Inventories, consumed in the production process or in the rendering of services (matetials, 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 incutred in
bringing the inventories to their present condition and location.
The cost of purchase of inventories comprises the purchase price, import duties and other non-
recoverable taxes, transport and others costs, directly attributable to the acquisition of the finished goods,
materials and services. Trade discounts, rebates and other similar items are deducted in determining the
costs of purchase.
The costs of conversion of inventories include ditect costs and a systematic allocation of fixed and
variable production overheads that are incurred in converting materials into finished goods.
Variable production overheads are allocated to each unit of production on the basis of the actual use of
the production facilities.
Fixed production overheads are allocated to the cost of production on the basis of the notmal production
capacity.
The total fixed production overheads, from which the difference between the normal production capacity
and the actual use arises, are recognized as expense for the period in which such are incutred.
Other costs are included in the cost of inventories only to the extent that they are incurred in bringing the
inventories to their present location and condition.
IAS 23 Borrowing Costs identifies limited circumstances where borrowing costs ate included in the cost
of inventories.
Other costs, excluded from the cost of production inventories and recognized as expenses for the period
in which they have incurred:
- Abnormal amounts of wasted materials, labour and other production costs, outside the normal range;
- Storage costs;
- Administrative overheads;
- Selling costs.

Cost of the services rendered

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

Inventories’ consumption is estimated at the 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
recoverable if the estimated costs of completion or the estimated costs, incurred in making 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 is made of net realizable value in each subsequent period. When the citcumstances that
previously caused inventories to be written down below cost no longer exist, or when there is clear
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evidence of an increase in the net realizable value because of changed economic circumstances, the
amount of the write-down is reversed so that the new catrying amount is the lower of the cost and the
revised net realizable value. The reversal is limited to the amount of the initial write-down.

When inventories are sold, the carrying amount of those inventories is recognized as an expense in the
period in which the related revenue is recognized. The amount of any write-down of inventories to net
realizable value, as well as all losses of inventories, are recognized as an expense in the period in which the
write-down or in the period in which the loss occurs. The amount of the possible reversal of a write-down
of inventories, arising from an increase in net realizable value, is recognized as a reduction in the amount
of the inventory costs, recognized in the period in which the reversal occurs.

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

Assets held for sale
In compliance with IFRS 5, non-current 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 carried at the lower of their carrying amount and their fair value less 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 TAS 36 and IFRS 5, gains from any subsequent increase in fait value, less costs of sale
of assets held-for-sale, are recognized to the cumulative impairment loss accrued in tespect of that asset.

Equity

The entity’s equity is comprised of:
Share capital, including:

e The registered capital - presented at nominal value, in compliance with the court’s decision for the

registration of “Trace Group Hold” PLC; and

¢ Redeem treasury shares— presented at their acquisition cost
If the Group reacquires its own equity instruments, those instruments (treasury shares) are deducted from
the equity. Neither profit, nor loss on the purchase, sale, issue or cancellation of the Group’s equity
instruments is 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 ate 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, are recognized as an
expense.

Reserves, including:
e Share premium reserves — formed by issue of own capital instruments.
e Total reserves — formed from profit distribution, as required by the Commercial Act of the
Republic of Bulgaria and the entity’s Articles of Incorporation.
e Translation reserves — formed from translations of the results and the financial position of the
foreign-based subsidiaries in the Consolidated Financial Statement’s presentation curtency.

e Other reserves — created pursuant to a decision of the capital owners
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Financial result, including:

The retained profits, accumulated from prior petiods, as at the reporting year end.
The accumulated from prior years losses, as at the year end.

Profit / loss for the period.

Current and Non-current Liabilities
A liability is classified as current when it satisfies any of the following criteria:
e The Group expects to settle the liability in its normal operating cycle;
e The Group holds the liability primarily for the putpose of trading;
® The liability is due to be settled within twelve months after the 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 ctiteria to be classified as current.
Liabilities are classified as current when they are due to be settled within twelve months after the reporting
petiod, even if:
e the original term was for a period longer than twelve months; and
¢ 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:
e to deliver cash or another financial asset to another entity; ot
e 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 entity’s own equity instruments and is:
® a non-derivative for which the entity is or may be obliged to deliver a variable number of the
entity’s own equity instruments; or
® a derivative that will or may be settled by the exchange of a fixed amount of cash, or other
financial asset, for a fixed number of the Group’s own equity instruments. For the purpose, the
Group’s own equity instruments do not include puttable financial instruments, classified as equity
instruments that impose 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 — liabilities are classified in the
following categoties:
¢ Financial liabilities at fair value through profit or loss
- classified as held for trading
- on initial recognition, designated by the entity at fair value through profit or loss
¢ Financial liabilities at amortized cost
¢ Financial liabilities are recognized in the Statement of Financial Position when an entity in the
Group becomes a party to the contractual terms of the instrument.
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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

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 that need
to be settled by a transfer of unquoted equity instruments, carried at cost, whose fair value
cannot be reliably measured.

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

Financial liabilities’ gains and losses are recognized:
e Financial liabilities’ gains and losses, classified as carried at fair value thought profit or loss, are
recognized in the Income Statement;
e Financial liabilities’ gains or losses, carried at amortized cost are recognized in the Income
Statement, when the financial liability is derecognized and in the process of amortization.
Financial liabilities (or part of a financial liability) are derecognized when such ate settled — i.e. when
the liability under a contract has been settled, cancelled or expired.
When a financial liability is derecognized, the difference between the net book value of the financial
liability (or part of the financial liability) that is terminated or transferred 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 ate cattied at
their cost, estimated on recognition.
Credits and payables with fixed maturity are measured at amortized cost.

Tax liabilities
The current tax liabilities do not arise from contractual relations and are not classified as Financial
liabilities. These include:
- Caurrent income tax, for the current and prior reporting periods, is recognized as a liability to the extent
to which such is not paid.
- Current tax liabilities under other tax laws.
Current tax liabilities for the current and prior reporting periods are measured at the amount expected to
be paid to the tax authorities, when applying tax rates and the tax legislation, effecting as at year-end.

Government grants
In compliance with IAS 20, Government grants are assistance by the Government (the Government /
State, the Government agencies and others similar Governmental bodies, whether local, national or
international) in the form of transfers of resources to the entity in the Group, in return for past ot future
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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, as well as
transactions with the 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 the entity, in
the Group, qualifying for them, should purchase, construct or otherwise acquire long-term assets.
Government grants related to income are Government grants other than those related to assets.
Government grants are classified as deferred income that is recognized as profit on a systematic and
rational basis over the asset’s useful life.

Government grants related to income are classified as deferred income and are recognized as profit at the
time when the expenses, in respect of which such are received, are recognized.

Liabilities to the personnel and provisions for long-term employee benefits
The labour and social security relations of the Group and its employees and petsonnel follow the
provisions of the Labour Code and the decrees of the in-force labour and social security legislation.
The employer’s fundamental obligation is to pay the compulsory social security contributions with regards
to the hired personnel, namely contributions for “Health Insurance”, the “Pension” and
“Unemployment” Funds.
The amounts due for social security contributions are ratified by the respective laws. The contributions are
proportionately allocated between the employer and employee. This proportion changes on an annual
basis and is determined under the Social Security Code (SCC).
Other than the compulsory state social security, there are statutory established options for additional
voluntary pension and health insurance in 2 voluntary fund.
The entity does not have an established and 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 Bulgarian legislation and are firmly pre- determined (defined benefit plans).
The short-term employee benefits (payable within 12 months of the end of the period in which the
employees has rendered services related to these benefits) are recognized as an expense in the Statement
of Comprehensive Income for the period in which labour, related to these benefits was provided, and as a
current liability (net of all payments and deductions). As at the date of each set of Financial Statements,
the entity assesses the amount of the expected expense for accumulating paid leaves, subject to
compensation, expected to be paid as a result of the unused right of accumulated paid leave. The
assessment includes the expenses related to the personnel’s remuneration and the expenses for
compulsory social security contributions, due to by the employer with regards to these amounts.
In compliance with the Labour Code, upon retirement, the entity is obliged to pay compensations to the
retired personnel. These compensations depend on the period of their employment in the entity and may
vary between 2 and 6 gross monthly wages, as at the date on which the labour relations are terminated. As
per their characteristics, such schemes represent plans with defined revenue.
The amount of these liabilities is determined based on actuarial valuation of their present value as at the
date of the Financial Statements.

Provision
Provisions are liabilities of uncertain timing or amount.
In accordance with the requirements under IAS 37, provisions are recognized when constructive ot legal
obligations, resulting from past events, are present.
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A legal obligation is an obligation that derives from:
e contract (through its explicit or implicit terms);
e legislation; or
e any other operation of law.
A constructive obligation is an obligation that derives from an Group’s actions where:
e by an established pattern of past practice, published policies or a sufficiently specific current
statement, the Group has indicated to other parties that it will accept certain responsibilities; and
® as a result, the Group has cteated a valid expectation in those other parties that it will discharge
those responsibilities.
A provision is recognized when:
e the Group has a present obligation (legal or constructive) as a result of a past events;
e it is 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, as at year end, of the expenditure required
to settle the present obligation.
Provisions are reviewed at the end of each reporting petiod 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 requitements of
IFRS 5.

Deferred tax assets and liabilities
Deferred tax assets and liabilities are recognized for all temporary differences between the tax base of the
assets, or of the liabilities, and their carrying amount as at year end.
A deferred tax liability is recognized for all tax amounts, payable in future periods, relating to taxable
temporary differences.
A deferred tax asset is recognized for the tax amounts, recoverable in future periods, 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.
The unrecognized deferred tax assets are being reassessed as the end of each reporting period. The Group
recognizes unrecognized in prior petiods 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 the deferred tax assets is reassessed at the end of each reporting period. The
carrying amount of the deferred tax assets is reduced, to the extent to which it is no longer probable that
sufficient taxable profits will be available, which to allow the benefit of part or of the entire deferred tax
asset to be utilized. Any such reduction should be subsequently reversed to the extent that it has becomes
probable that sufficient taxable profit will be available.
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply for the period
when the asset is realized, or the liability is settled, taking into consideration / based on on tax rates (and
tax laws), enacted ot expected to enact as at the end of the reporting period.

33



“FRACE GROUP HOLD" PLC TR _. CE
Consolidated Finaneial Statements for the year ending as at 31.12.2013 :

Deferred tax assets and liabilities are recognized as income or expense and are included in profit or loss
for the period, except to the extent that the tax arises from a transaction or event, which is recognized, in
the same or a different period, directly in equity.

Profit or loss for the period
Unless otherwise is required or permitted under the applicable IFRS, during the reporting petiod, the
Group recognizes all elements of income and expenses in profit ot loss.
Some IFRS define circumstances, under which the specific items are recognized outside profit or loss in
the current period. Other IFRS 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 cutrent basis, the operating expenses by economic elements and then allocates
those by function, in order to form the amount of expenses per fields and activities.
Expenses are recognized when a decrease in future economic benefits, related to a decrease in an asset or
an increase of a liability, has arisen and it can be reliably measured.
Expenses for the current period are recognized when the respective revenue is recognized.
When economic benefits are expected to arise over several accounting periods and the association of costs
with income can only be broadly or indirectly determined, expenses are recognized on the basis of
systematic and rational allocation procedures.
Expense is recognized immediately in the income statement when that expense produces no future
economic benefits or when, and to the extent that, the 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 are measured at fair value of the
payment or of the payable.

Revenue
Revenue is the gross inflow of economic benefits in the period that arises in the course of the Group’s
ordinary activities, when such inflows result in increases in equity, other than increases relating to
contributions from shareholders.
The Group records, on a current basis, income from ordinary activities by types of activities.
Revenue is cartied at the fair value of the consideration teceived ot receivable.
Revenue is recognized in conformance with the accounting policy, adopted with regards to the following
categories of revenue:
Revenue from the sale of goods and production is recognized when all the following conditions have been
satisfied:
e the Group has transferred significant risks and rewards of ownership of the goods and production
to the buyer;
e the Group retains neither continuing managerial involvement to the degree usually associated with
ownership, nor effective control over the goods and production sold;
e the amount of revenue can be measured reliably;
® it is probable that the economic benefits associated with the transaction will flow to the entity;
and

e the costs incurred or to be incurred in respect of the transaction can be reliably measured.
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Revenue, generated from rendering of services is recognized when the outcome of a transaction can be
estimated reliably. The revenue associated with the transaction shall be recognized by reference to the
completion stage 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 sellet;
e the stage of completion of the transaction at the end of the reporting petiod can be measured
teliably; and
e the costs incurred in respect of the transaction and the costs to complete the transaction can be
measured reliably;
Progress payments and advances received from customers often do not reflect the services rendered.
The stage of completion of a contract is determined as the proportion that costs, incurred as at year 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 Group;
and
e the amount of the revenue can be reliably measured.
Revenue is recognized as follows:
e interest is recognized using the effective interest method, as set out in IAS 39;
e royalties are recognized on the accrual basis of accounting, in accordance with the substance of
the relevant agreement;
e dividends shall be recognized when the shareholdet’s right to receive payment is established;

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

Equity securities’ dividends from profits prior to the acquisition are recognized in profit or loss when the
right to receive dividends 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 approptiate to recognize
revenue on some other systematic and rational basis.

Revenue is recognized only when it is probable that 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 the originally recognized revenue.

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

Net earnings per share

The calculated core net earnings per share, corresponds to the profit or loss, subject to distribution among
the holders of ordinary shares of the parent company, as well as if it is available such information —
corresponding to the profit or loss, arising from subsequent activities, subject to distribution among those
shareholders.

The core 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).
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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 resources that should be
allocated to the segment, 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 PLC with the purpose of 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 resources. As a result of this, as well as due to the fact that
construction activities form nearly 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
per segment. As of 2008, the activities of the Group have expanded and beyond the borders of Bulgaria,
and this allows activities to be segmented.

Financial risks

Credit risk

The risk that one party to financial instruments — assets of the Group — will fail to discharge their
obligation and will cause a financial loss for the Group.

Liquidity risk

The risk that the Group will encounter difficulty in meeting the obligations, associated with financial
liabilities.

Market risk

The risk that the fair value or future cash flows of a financial instrument will fluctuate due to changes in
the market prices. Market risk 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 the foreign exchange rates.

Interest rate risk

The tisk 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 atising from interest rate risk or currency risk), regardless of
whether those changes are caused by factors, specific to the individual financial instrument or its issuer, or
factors affecting all similar financial instruments, traded in the market.

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).
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The amounts in the Financial Statements are in thousands of Bulgatian Levs (BGN).

Foreign currency is any currency other than the functional currency of the Group.

Foreign currency transactions are recorded, on initial recognition, in the functional currency, by applying
to the foreign currency amount the spot exchange rate between the Bulgartian Levs (BGN) and the foreign
currency, as issued by the Bulgarian National Bank (BNB) at the date of the transaction.

Foreign exchange gains and losses, arising in the settlement of cash items or in translation of the Group’s
cash items at exchange rates, different from those at which they were translated upon their initial
recognition for the period, or in the prior Financial Statements, are recognized as profit or loss for the
period in which such have incurred, with some exceptions, as stated in IAS 21, of foreign exchange gains
or loss, arising in respect of a cash items that by their nature represent part of the net investment in a
reporting economic unit, denominated in foreign activity.

When monetary items arise from a foreign currency transaction and there is a change in the exchange rate
between the transaction date and the date of settlement, a foreign exchange difference arises. When the
transaction is settled within the same accounting period as that in which it occutred, the foreign exchange
difference is recognized, wholly, in that period. However, when the transaction is settled in a subsequent
reporting period, the foreign exchange difference recognized in each intermediate petiod up to the date of
settlement, is determined by the change in the 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 shall be recognized in Other Comprehensive Income. When a gain or loss on a non-
monetary item is recognized in profit or loss, any exchange component of that gain or loss is recognized
as profit or loss.

When other IFRSs require some gains and losses to be recognized directly 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 an exchange difference that is also recognized in Other
Comprehensive Income.

The Group translates foreign currency items as at year end and currently during the reporting period.

In these Financial Statements, foreign currency items as at 31 December 2013, are valued at the closing
exchange rate of the Bulgarian National Bank (BNB).

Fair Value
IFRS 13 applies when another IFRSs requires or permits fair value measurements or disclosures about fair
value measurements.
Fair value is the price that would be received to sell an asset or to paid to transfer a liability in an orderly

transaction between market participants at the measurement date.
The fair value measurement framework, described in IFRS 13, applies to both initial and subsequent

measurement if fair value is required or permitted by other IFRS:s.
The assets or liabilities measured at fair value might be either of the following two types:

e astand-alone asset or liability; or

e agroup of assets, a group of liabilities or a group of assets and liabilities;
The Group measures the fair value of an asset or a liability using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their economic best
interest.
When measuring fair value, the Group takes into account the characteristics of the asset or liability, if
market participants would take those characteristics into account when pricing the asset or liability at the
measurement date. Such characteristics include the following:

e the condition and location of the asset;

e restrictions, if any, on the sale or use of the asset;

e others
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The effect on the measurement arising from a particular characteristic will differ depending on how that
characteristic would be taken into account by market participants.

A fair value measurement assumes that the asset or liability is exchanged in an orderly transaction between
market participants to sell the asset or transfer the liability at the measurement date, under current market
conditions.
A fair value measurement assumes that the transaction to sell the asset or transfer the liability takes place
either:

e in the principal market for the asset or liability; or

e in the absence of a principal market, in the most advantageous market for the asset or liability.
If there is a principal market for the asset or liability, the fair value measurement represents the price in
that market, even if the price in a different market is potentially more advantageous at the measurement
date.

Fair value at initial recognition

When an asset is acquired or a liability is assumed in an exchange transaction for that asset or liability, the
transaction price is the price paid to acquire the asset or the price received to assume the liability (an entry
price). The fair value of the asset or liability is the price that would be received to sell the asset or paid to
transfer the liability (an exit price). In many cases, the transaction price is equal to the fair value. When
determining whether the fair value at initial recognition equals the transaction price, the Group takes into
account factors, specific to the transaction and to the asset or liability. If another IFRS requires or permits
the Group to initially measure an asset or liability at fair value, and if the transaction price differs from the
fair value, the Group recognizes the resulting gain or loss in profit or loses, unless that IFRS specifies
otherwise.

Valuation techniques

Valuation techniques that are appropriate in the circumstances and for which sufficient data are available
to measure fair value are used. A given valuation technique is used in order to estimate the price at which
an orderly transaction to sell the asset or to transfer the liability would take place between market
participants at the measurement date under current market conditions. The valuation techniques, used to
measure fair value, are applied consistent.

Hypotheses, employed in the valuation technique

Valuation techniques used to measure fair value maximise the use of relevant observable inputs and
minimise the use of unobservable inputs.

Accounting assumptions and accounting estimates
As a result of the uncertainties, inherent in business activities, many items in the Financial Statements
cannot be measured with precision but can only be estimated. Estimations involve judgments based on
the latest available, reliable information.
The use of reasonable estimates is an essential part in the preparation of the Financial Statements and
does not undermine their reliability. Application of the International Financial Reporting Standards
requires that the Management applies certain accounting assumptions and accounting estimates in the
preparation of the Financial Statements and in the valuation of some assets, liabilities, revenues and
expenses. All these are conducted on the Management’s best estimate as at the end of the reporting
petiod. The actual results could differ from those presented in the Financial Statements.
An estimate may need to be revised, if changes occur in the circumstances on which the estimates were
based or as a result of new information, or more experience gained. Revision of an estiate does not
relate to prior petiods and it is not adjustment of an error.
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Any change in the applied measurement basis is treated as a change in the accounting policy, and not as a
change in the accounting estimates.

When it is difficult to distinguish a change in the accounting policy from 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 by adjusting the carrying amount of the related asset,
liability or equity item in the period of the change, in so far as this change in the accounting estimates
gives rise to changes in assets and liabilities, or relates to an item of equity.

Errors
Prior period errors are omissions from, or misstatements in, the entity’s Concolidated Financial
Statements for one or more prior periods, atising from a failure to use, or from the misuse of, reliable
information that:
e was available when Financial Statements for those periods were authotized for issue; and
e could, given that reasonable efforts were put, 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, oversights ot
misinterpretations of facts, and fraud.
In accordance with IAS 8, errors can arise from of the recognition, measurement, presentation ot
disclosure of elements of the Financial Statements. Potential current petiod etrors, discovered in that same
period, are adjusted prior to the Financial Statements’ authorization for issue. Nonetheless, material errors
are sometimes not discovered until a subsequent period, and then these ptior petiod errots ate adjusted.
The Group adjusts material prior period errors retrospectively in the first set of Financial Statements,
authorized for issue, after such errors are discovered, by:
e restatement of the comparative amounts for the prior presented petriod(s) in which the error
occurred; or
e if the error occurred before the earliest prior period presented - restatement of the opening
balances of assets, liabilities and equity for this period.
A prior period error is adjusted by a retrospective restatement, except to the extent that 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 or financial
liabilities in the Balance Sheet, when it comes a party to the contracted terms of a financial instrument.
Financial assets and financial liabilities are classified in compliance with the provisions of IAS 39.

Related parties and related party transactions
The Group complies with IAS 24 in identifying and disclosing the related parties.
A related party transaction is a transfer of resources, services or obligations between a reporting entity and
a related party, regardless of whether any price is applied or not.
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Leasing
Under IAS 17, a lease is classified as a finance lease if it transfers substantially all the risks and rewards,
incidental of the 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 the ownership of an asset.
Recognizing and reporting of finance lease, under which the entity is a lessee
At the commencement of the lease term, a finance lease is recognized as an asset and lability in the
Statement of Financial Position, at an amount that in the beginning of the lease period is equal to the fair
value of the leased asset or, if lower, at the present value of the minimum lease payments, each determined
at the inception of the lease. The discount rate, used when 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 charge and the reduction of the
outstanding liability. The finance charge shall be allocated to each petriod duting 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 in the IAS that regulate that
respective type of assets. If there is no reasonable certainty that the 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.
Recognizing and reporting of operating lease, 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 in the Group uses the benefits of the leased asset.
Recognizing and reporting of finance lease, under which the Group is a leaser
The Group recognizes in its Statements the assets, held under a finance lease, and presents them as a
recetvables at an amount, equal to the net investment in the lease.
The lease payment receivables are treated as repayment of principal and as finance income.
The recognition of finance income is based on a pattern reflecting a constant petiodic rate of return on
the leaset’s net investment in the finance lease.
The sales revenue recognized by the leaser, at the commencement of the finance lease term, is the fair
value of the asset, or 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 the
carrying amount if different, of the leased property less the present value of the unguaranteed residual
value.
Recognizing and reporting of operating lease, under which the Group is a leaser
Assets, held under operating leases, are presented in the Financial Statements according to the nature of
those assets.
Lease income from operating leases is recognized in 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 derived from the leased asset is diminished.
Initial direct costs, incurred in negotiating and arranging an operating lease are added to the cartying
amount of the leased asset, and are recognized as expenses, over the lease term, on the same basis as the
lease income.
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The depreciation policy for depreciable leased assets is conducted in consistency with the leaset’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 a real estate is
within the scope of IAS 11 or IAS 18 depends on the terms of the agreement and all the surrounding it
facts and circamstances. Such a determination requires judgment with respect to each agreement.
An agreement for the construction of real estate, in which buyets 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 within the scope
of IAS 18.
An agreement for construction of real estate, within the scope of IAS 18, is classified as:
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 per IAS 18.
As agreements for the sale of goods are classified those cases when the Group is required to provide
services, along with construction materials, in order to perform its contractual obligation to deliver the real
estate to the buyer.
The criteria for recognition of revenue from sale of goods apply.
- The Group may transfer to the buyer control and the significant risks and rewards of ownetship of the
work in progress, in its current 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
of completion method. The requirements of IAS 11 are generally applicable to the recognition of revenue
and the associated expenses for such a transaction.
- The Group may transfer to the buyer control and the significant risks and rewards of ownership of the
real estate in its entirety at a single time (eg. at completion, upon or after delivery). In this case, the entity
shall recognize revenue only when all the criteria for recognizing income from sales of goods, set under
IAS 18, are satisfied.
When the entity is required 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 TAS 37.
Agreement for construction of real estate within the scope of IAS 11.
IAS 11 applies when the 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 design of the real estate before construction
begins and/or specify major structural changes once construction is in progtess (regardless of whether or
not it exercises that option). When IAS 11 applies, the construction contract also includes any contracts or
components for the rendering of services that are directly related to the construction of the real estate in
accordance with IAS 11 and TAS 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 purpose or use.
A fixed price contract is 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.
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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.
Contract revenue comprises of:
- the initial amount of revenue agreed in the contract;
and
- variations in contract work, claims and incentive payments to the extent that it is probable that they will
result in revenue and these are capable of being reliably measured.
Contract revenue is 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.
Therefore, the amount of contract revenue may increase or decrease from one petiod to the next.
Contract costs comprise of:
® costs that relate directly to the specific contract:
- site labour costs, including site supervision;
- costs of materials used in construction;
- depreciation of plant and equipment used on the contract;
- costs of moving plant, equipment and materials to and from the contract site;
- costs of hiring machinery, plant and equipment;
- costs of design and technical assistance that is directly related to the contract;
- the estimated costs of rectification and guarantee work, including expected wartanty 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 at the end of the
contract.
® costs that are attributable to contract activity in general and can be allocated to the contract:
- 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 —
may include some general administration costs and development cost for which reimbursement is
specified in the terms of the contract;
Contract costs include the costs attributable to a contract for the petiod from the date of securing the
contract to the final completion of the contract. Howevet, costs that relate directly to a contract and are
incurred in securing the contract are also included as part of the contract costs, if they can be separately
identified and measured reliably, and if it is probable that the contract will be obtained. When costs
incurred in securing a contract are recognized as an expense in the period in which they are incurred, they
are not included in contract costs when the contract is obtained in a subsequent period.
Costs that cannot be attributed to a contract activity or cannot be allocated to a contract are excluded
from the costs of a construction contract. Such costs include:
e general administration costs for which reimbursement is not specified under the contract’s terms
and conditions;
e selling costs;
® research and development costs for which reimbursement is not specified under the contract’s
terms and conditions; and
e depreciation of idle machinery, plant and equipment that is not used on a particular contract.
When the outcome of a construction contract can be estimated reliably, the contract revenue and contract
costs associated with the construction contract shall be recognized as revenue and expenses respectively,
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by reference to the stage of completion of the contract activity, at the end of the reporting period. An
expected loss on the construction contract shall be recognized as an expense immediately.

Incurred contract costs that relate to future activity on the contract are recognized as an asset provided 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 progtess.

The stage of completion of a contract may be determined by:
e the proportion that contract costs, incurred for the wotk performed to date, bear to the estimated
total contract costs;
e surveys of the work performed; or
¢ completion of a physical proportion of the contract work.
Progress payments and advances received from customers often do not reflect the work performed.
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 recoverable; and
® contract costs shall be recognised as an expense in the petiod in which they ate incurred.
When it is probable that total contract costs will exceed total contract revenue, the expected loss shall be
recognized as an expense immediately.

Events after the reporting period
Events after the reporting period are those events, both favourable and unfavourable that occur after the
end of the reporting period and before the date on which the Financial Statements are authorized for
issue.
Two types of events can be identified:
e those that provide evidence of conditions that existed at the end of the reporting period (adjusting
events after the reporting period); and
o those that are indicative of conditions that arose after the reporting period (non-adjusting events
after the reporting petiod).
The Group adjusts the amounts, recognized in the Financial Statements, to reflect adjusting events after
the reporting period and updates the disclosures.
The Group does not adjust the amounts, recognized in the Financial Statements, to reflect non-adjusting
events after the reporting period. When non-adjusting events after the reporting period are so material
that their non-disclosure could influence the ability of the Financial Statements’ users to make economic
decisions, the entity discloses the following information for each material category of a 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 performed.

Borrowing costs
The Group applies IAS 23 with regards to bortowing costs.
Borrowing costs that are directly attributable to the acquisition, construction or 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 or sale.

43



“FRACE GROUP HOLDY PLC TR i CE
Consolidated Financial Statements for the year ending as at 31.12.2013 u

In its accounting policy, the entity’s Management has adopted the following periods as significant in the
preparation of a qualifying asset:
Land and buildings — eighteen months
Plant — twelve months
Machinery and equipment — six months
Including asphalt-mixing plants — nine months
Crushing and sorting plants — 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 botrowing costs that are directly attributable to the acquisition, construction or production of a
qualifying asset are those borrowing costs that would have been avoided if the expenditure on the
qualifying asset had not been incurred.
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 the entity meets for the first time all of the
following conditions:
e it incurs expenditures for the asset;
e it incurs borrowing costs; as well as
e it undertakes activities that are necessary to prepare the asset for its intended use or sale.
The Group suspends capitalization of borrowing costs during extended periods, in which the active
development of a qualifying asset is suspended.
The Group ceases capitalizing borrowing costs when all the activities, necessaty to prepare the qualifying
asset for its intended use or sale, are substantially completed.

Contingent assets and liabilities
A Contingent liability is:
® a possible obligation that arises from past events and whose existence will be confirmed only by
the occutrence, or non-occurrence, of one or more uncertain future events that cannot be wholly
controlled by the entity; or
® apresent 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 entity.

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.
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Cash flows are classified as Cash flows from:
e Operating activities
e Investment activities

e Financial activities

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

L1. Property, plant, machinery and equipment

Lands Buildin Plants Machiner Transport Other  Capitalize Total

s y and vehicles assets d
equipmen expenses
t
Book value
Balance as at 31.12.2011 10 755 3913 1955 42 231 23 945 1876 9323 93998
Acquired 5142 9 614 9 845 1580 487 1074 18 751
Disposed (1 481) (12) (87) (104) (26) (7478) (9 188)
Translation of foreign (22) © (5) (36)
currency assets, from
foreign activities
Balance as at 31.12.2012 14 416 3900 2557 51980 25 416 2337 2919 103525
Acquired 217 83 399 357 137 281 1474
Disposed 4 (86) (473) (14) (249) (826)
Translation of foreign 1 1
currency assets, from
foreign activities
Balance as at 31.12.2013 14 633 3897 2640 52293 25 300 2460 2951 104174
Depreciation
Balance as at 31.12.2011 851 705 15 316 7 959 1143 25974
Acquired 102 94 3335 3416 218 7165
Disposed 2 (21) (104) (26) (153)
Translation of foreign (22) (3) (1) (26)
currency assets, from
foreign activities
Balance as at 31.12.2012 - 931 797 18 627 11 270 1335 - 32960
Acquired 81 184 3698 2847 221 7031
Disposed (3) (54) (433) (14) (504)
Translation of foreign 1 (3) 2
currency assets, from
foreign activities
Balance as at 31.12.2013 - 1010 981 22271 13 684 1539 - 39485
Net book value
Net book value 14 416 2969 1760 33353 14 146 1002 2919 70565
as at 31.12.2012
Net book value 14 633 2887 1659 30 022 11616 921 2951 64689
as at 31.12.2013

The presented under Non-current assets values include fully depreciated buildings, plants, machinery and
equipment, transport vehicles and other assets at catrying amount of 4 thousand BGN, 125 thousand
BGN, 2595 thousand BGN, 2790 thousand BGN and 678 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 at carrying amount — 5 653 thousand BGN, 425 thousand BGN, 6 823 thousand
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BGN and 548 thousand BGN respectively —, which have mortgages and pledges, placed on them, with
regards to loan agreements, granted from commercial banks.

Machines and transport vehicles at carrying amount of 2 411 thousand BGN and 38 thousand BGN
respectively, are provided for securing public liabilities.

1.2. Non-cutrent Intangible Assets

Rights Software Other Total
assets
Book value
Balance as at 31.12.2011 1989 151 136 2276
Acquired 14 6 20
Disposed 5) 5)
Balance as at 31.12.2012 1989 160 142 229
Acquired 7 30 37
Disposed @ (14) 15)
Balance as at 31.12.2013 1996 189 128 2313
Amortization
Balance as at 31.12.2011 246 56 118 420
Acquired 95 29 4 128
Disposed ) 5)
Balance as at 31.12.2012 341 80 122 543
Acquired 93 27 2 122
Balance as at 31.12.2013 434 107 124 665
Net book value
Net book value as at 31.12.2012 1648 80 20 1748
Net book value as at 31.12.2013 1562 82 4 1648
1.3. Non-current Financial Assets
Net-current Financial Assets 31.12.2013 31.12.2012

Loans and receivables 280 297
Available-for-sale financial assets 62 62

Total 342 359
1.3.1 Loans and receivables — non-current

Type 31.12,.2013 31.12,2012
Loans 280 297

Total 280 297
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Loans — non-current

TRACE

Type 31.12.2013 31.12.2012
Loan receivables from related parties, 3 5
Other than those in the Gtoup (net)
Receivables on Loans from related parties, other than those in the Group 3 5
Loan receivables from non-related parties (net) 277 292
Loan receivables from non-related parties 277 292
Total 280 297
1.3.2 Available-for-sale Financial Assets — non-cutrent
Type 31.12.2013 31.12.2012
Non-controlling stake in the capital of entities 62 62
Total 62 62
Non-controlling stake in the capital of entities — non-cutrent
Type 31.12.2013 31.12.2012
size amount size amount
Bulgarian Builder (Bulgarski Stoitel) 13% 50 13% 50
GCF - SK - 13 - TRACE RAILINFRA CONS. JSC 20% 10 20% 10
SRBIJVODE, ALFABANK 2 2
Total 62 62
1.4. Investments, accounted under the equity method
Investments, accounted under the equity method 31.12.2013 31.12.2012
Investments in associates 1540 1470
Total 1540 1470
Investments in associates, accounted under the equity method
Investments 31.12,.2013 31.12.2012
size amount size amount
TECHNOSTROYINZHENERING - 99 JSC 33% 1453 33% 1470
REDKO TRACE INTERNATIONAL 40% 87
Total 1540 1470
1.5. Non-curtent Trade and other receivables
Type 31.12.2013 31.12.2012
Receivables from related parties, 7 059 5345
othen than those in the Group (net)
Sales receivables 7 059 5345
Sales receivables (net) 4 894 224
Sales receivables 4 894 224
Other non-current receivables 713 104
Prepaid expenses 705 87
Other receivables 8 12
Total 12 666 5673

The presented Non-current Sales receivables from
guarantees, placed under construction contracts.

related and non-related parties represent wartanty
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Non-current prepaid expenses include insurance of projects, with validity period until 2016, and
performance bonds, issued in respect of projects with validity petiod until 2021.

1.6. Deferred Tax Assets
Temporary difference 31 December 2012 Movement of deferred tax in the year 2013 31 December 2013
increase decrease

temporary deferred temporary deferred temporary deferred temporary  deferred

difference tax difference tax difference tax difference tax
Deferred Tax Assets
Amortization 4305 430 3133 315 (743) (76) 6 695 669
Impairment 11 361 1137 2596 259 (6 469) 647) 7 488 749
Paid leaves, subject to 422 43 352 35 (332) (34 442 44
compensation
Thin capitalization 4201 420 478 48 (1871) (187) 2808 281
Loss 10 077 1008 826 83 (4723) (473) 6180 618
Physical persons’ 248 25 1432 145 (561) (56) 1119 114
income
Provisions 2059 205 631 62 (108) (1) 2582 256
Non-current 144 14 51 6 6) 2 189 18
personnel’s income
Intergroup revenue 900 90 (179) a7 721 73
Liabilities with 962 96 962 96
expired limitation
Total assets: 33717 3372 10 461 1049 (14 992) (1 503) 29 186 2918
1.7. Goodwill

Type 31.12.2013 31.12.2012

Goodwill
Goodwill as at 31.12 — prior period 447 447
Revalued goodwill as at 1 January 447 47
Goodwill as at 31 December 447 47

The presented goodwill results from the 2008 acquisition of 70% of the capital of “Vior Velika Morava”

JSC — Belgrade, Serbia by “Trace International” LTD.

1.8. Inventory

Type 31.12.2013 31.12.2012
Materials, including (net) 6774 4995
Direct materials 6190 3666
Spare patts 180 215
O1l, gas and lubricants 547
Ancillary materials 423
Other materials 404 144
Production output (net) 869 1162
Production output 869 1162
Goods (net) 781 819
Goods 781 819

Total 8424 6 976
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1.9. Trade and other receivables

Type 31.12.2013 31.12.2012
Receivables from related parties, 38 198 29 581
other than those in the Group (net)
Sales’ receivables 29 257 24 010
Receivables on advances paid 8929 5567
Other receivables 12 4
Sales receivables (net) 51103 33 376
Sales’ receivables 57 606 37970
Impairtment of Sales’ receivables (6 503) 4 594)
Receivables on advances paid (net) 5945 11751
Receivables on advances paid 6 101 11 907
Impairments of Advance Receivables (156) (156)
Dividends’ teceivables 13
Receivables from litigations (net) 1731 1081
Receivables from litigation 1906 1157
Impairment of Receivables from litigation (175) (76)
Other curtent receivables 2915 1627
Placed Deposits and Guarantees 117 96
Insurance receivables 10 4
Prepaid expenses 1482 793
Other receivables 1306 734

Total 99 892 77 429

The Receivables from related parties and the Sales receivables disclosed, include warranty guarantees,
placed under construction contracts, amounting to 4 826 thousand BGN and 8 959 thousand BGN
respectively.

The amount of Sales receivables disclosed, includes 19 829 thousand BGN of receivables, placed as a
guarantee to commercial banks, in order to secure the provided bank credits and guarantees.

1.10. Recoverable tax

Type 31.12.2013 31.12.2012
Value Added Tax 1062 3180
Corporate tax 10 31
Other taxes 4 2

Total 1076 3213

1.11. Current Financial Assets

Current Pinanelal Assets 31,12.2013 31,12.2012
Lease receivables 7
Loans and receivables 6548 378
Total 6 548 385

1.11.1. Lease receivables — current

Type 31.12.2013 31.12.2012
Lease receivables from non-related parties (net - 7
Lease receivables from non-related parties 7

Total - 7
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TR/ CE

Type 31,12.2013 31.12.2012
Loans 533 378
Receivables on placed deposits 6015

Total 6 548 378
Loans — current

Type 31.12.2013 31.12.2012
Loan receivables from related parties, 217 215
other than those in the Group (net)
Loan receivables from related patties, other than those in the Group 69 69
Receivables, incurring from Interest on loans 148 146
to related parties, other than those in the Group
Loan receivables from non-related parties (net) 316 163
Loan receivables from non-related parties 268 2 605
Receivables incurring from Interest on loans to non-related patties 48 905
Impairment of loans receivables from non-related parties (3 347)

Total 533 378

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

Contractor Contracted Interest Maturity Securities / Guarantees
loan amount  rate %
Ivana Moutafova 168 thousand 6.3% 31.07.2026 Mortage
Euros
Hydropromet Engineering 88 12% 31.12.2012 Promissory note
CSK INVESTMENT LTD 45 6.50% Promissory note
DAMASTSENA POZBIO 23 thousand 11.00%  27.11.2013 Pledge of attar of roses
BGN
PFC CSKA JSC 100 6.5% 10.12.2014 Promissory note

Balances of Loans granted, excluding non-related parties, as at 31.12.2013

Contractor Cutrent portion of Non-current portion
amortized cost of amortized cost
Principal Interest Principal Interest
Ivana Moutafova 16 277
DAMASTSENA POZBIO 23
PFC CSKA JSC 100
Hydropromet Engineering 88 21
Manitech LTD 3
Others (4 24
CSK INVESTMENT LTD 45
Total 268 48 277 -

Receivables on placed deposits — current

Type 31.12.2013 31.12.2012
Deposit related receivables from non-telated parties (net) 6 015 -
Deposit related receivables from non-related parties 5951
Interest related receivables on deposits to non-related parties 64

Total 6 015 -
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The Deposits have been placed under the following conditions:

TR/ CE

Contractor Contracted Interest rate % Maturity
deposit amount
First Investment Bank (FIB) JSC 3 306 thousand 2%-6% 31.12.2014
BGN
UNICREDIT BULBANK JSC, SRBIJA 2 645 thousand 8% 18.03.2014
BGN
Balances of deposits placed, excluding non-related parties, as at 31.12.2013
Contractor Curtent portion
of amortized cost
Principal Interest
First Investment Bank (FIB) JSC 3306 2
UNICREDIT BULBANK JSC, SRBIJA 2645 62
Total 5951 64
1.12. Cash and cash equivalents
Type 31.12.2013 31.12.2012
Cash in hand 798 883
denominated in Bulgarian Levs (BGN) 786 870
denominated in foreign currencies 12 13
Cash at bank (in cutrent accounts) 21561 20 684
denominated in Bulgarian Levs BGN) 19 889 20 570
denominated in foreign currencies 1672 114
Cash equivalents 135 128
Receivables from employees 92 30
Other cash equivalents 43 98
Restricted amounts 1541
Current deposits 20 304 12 059
Total 44 339 33754
Reconciliation of the Cash and cash equivalents
Type 31.12.2013 31.12.2012
Cash and cash equivalents under the Statement of Financial 44 339 33754
Position
Interest on Current (Short-term) Deposits (45) (98)
Cash and cash equivalents under the Cash Flow Statement 44 294 33 656
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1.13. Equity

1.13.1 Share capital

TR/ CE

Type of shates

Nominal

Ordinary

Redeemed and paid

Redeemed treasury

shares

Total:

Sharehelder

%
share

Gl — N
LTD

2178000  9.00%

Nikolay
Mihaylov

19492000 80.55%

Tzvetan
Tzonev

60781  0.25%

Manol Denev

36740 0.15%

Miroslav
Manolov

22000 0.09%

Other
shareholders

2406231 9.94%

Trace Group
Hold PLC -

treasury
shares

4248  0.02%

Total:

24200000 100%

Trace Group
Hold PLC -

treasury
shares at cost

(16 529)

Total:

24195252 24181269 241816269

24195752 24183471 24183471 100%

In 2003, “Trace Group Hold” PLC transferred for no consideration 3 000 treasury shares.

As at 31.12.2013, the treasury shares represent less than 0. 02% of the entity’s capital.

1.13.2. Share premium
Share premium is formed from the capital, issued by the entity in 2007.
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1.13.3 T'ranslation Reserve

Translation Reserve

Resetves as at 31.12.2011 (225)
Translation resetves as at 31.12.2011 (225)
Decreased by: 1)
Foreign currency translation (21)
Resetves as at 31.12.2012 (246)
Decreased by: 8
Foreign currency translation 8
Reserves as at 31.12.2013 (238)

The Translation Reserve reflects the effects of translations of the Financial Statements of the foreign
subsidiaries.

1.13.4. Reserves

General resetves Other reserves Total resetves
Reserves as at 31.12.2011 345 25 583 25 928
Translation tesetves as at 31.12.2011 345 25 583 25928
Increased by: - 7 268 7 268
Profit distribution 7 268 7 268
Reserves as at 31.12.2012 345 32 851 33196
Reserves as at 31.12.2013 345 32851 33196
1.13.5. Financial result
Financial result Value

Profit as at 31.12.2011 7 268
Restated balance as at 31.12,2011 7 268
Increased by: 1629
Profit for the reporting period 2012 1629
Decreased by: (7199)
Profit allocation to reserves (7 268)
Changes in the participations and interests 74
Profit as at 31.12.2012 1703
Increased by: 16 365
Profit for the reporting period 2013 16 365
Decteased by: (629)
Dividends distribution (637)
Others 8
Profit as at 31.12.2013 17 439
Financial result as at 31.12,2011 7 268
Financial result as at 31,12,2012 1703
Financial result as at 31.12.2013 17 439
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1.14. Non-current Financial Liabilities

Nosnscurrent Financial Liabilides 31.12.2013 31.12.2012
Liabilities under Leases 428 752
Financial Liabilities, carried at amortized cost 3116 1977
Total 3544 2729

1.14.1 Lease Liabilities — non-current

Type 31.12,2013 31.12.2012
Lease related habilities to non-related parties 428 752
Total 428 752

1.14.2 Financial Liabilities, carried at amortized cost — non-current

Type 31.12,2013 31.12.2012
Liabilities related to the credits received 3116 1977

Total 3116 1977
Credits - Non-current

Type 31.12,2013 31.12.2012
Credit liabilities to financial institutions 3116 1977

Total 3116 1977

1.15. Non-current Trade and other liabilities

Type 31.12.2013 31.12.2012
Liabilities to related parties, other than those in the Group 1657 286
Supply related liabilities 1657 286
Supply related liabilities 5240 963
Other non-current liabilities 1985 1455
Liabilities related to issued guarantees and deposits placed 618
Other liabilities 1367 1455

Total 8 882 2704

The disclosed Non-current supply liabilities to related and non-related parties represent Guarantee
deductions of subcontractors, under construction contracts.

Retention payments to subcontractors, under construction contracts, and liabilities relating to issued
performance bonds on projects, with validity until 2021, are classified as non-current trade liabilities.

1.16. Non-cutrent provisions

Type 31.12.2013 31.12.2012
Provisions for constructive obligations 40
Provisions for Long-term personnel' income 162 144
Total 202 144

1.16.1. Provisions for legal and constructive obligations — non-current

Type 31.12.2013 31.12.2012
Provisions for constructive obligations, including 40 -
Others 40

Total 40 -
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Type 31.12.2013 31.12.2012
Liabilities' present value as at January, 1¢ 144 234
Liabilities, recognized in the Balance Sheet as at January 1¢t 144 234
Interest expense 5 10
Expenses for accrued employment 58 52
Payments conducted in the reporting petiod (24) (33)
Actuarial gain, recognized in the period (21) (119)
Liabilities' present value as at 31 December 162 144
Liabilities, recognized in the Balance Sheet as at 31 December 162 144
1.17. Deferred Tax Liabilities
Tempotasy 31 December 2012 Movement of Deferred Tax in the year 2013 31 December 2013
difference increase decrease
temporary deferred  temporary deferred temporary deferred  temporary  deferred
difference tax difference tax difference tax difference tax
Deferred Tax Liabilities
Amortization 2980 298 291 29 (444) (44) 2827 283
Revaluation 2 2
Total 2980 298 293 29 (444) (44) 2829 283
Liabilities:
1.18. Current Financial Liabilities
Current Finanelal Liabilities 31.12.2013 31.12.2012
Lease related liabilities 326 4676
Financial Liabilities, carried at amortized cost 4973 8222
Total 5299 12 898
1.18.1. Lease related liabilities — current
Type 31.12.2013 31.12.2012
Lease related liabilities to non-related parties 326 4676
Total 326 4676
Minimum Futute Lease Payments as at 31.12.2013
Up to 1yeat 1year — 5 years Over 5 years Total
Lease payments 355 447 802
Discounting 29) (19) (48)
Net present value 326 428 - 754
Minimum Future Lease Payments as at 31.12.2012
Up to 1year 1year — 5 years Over 5 years Total
Lease payments 4 812 799 5611
Discounting (136) 47) (183)
Net present value 4676 752 - 5428
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1.18.2 Financial Liabilities, carried at amortized cost

TR/CE

Type 31.12,2013 31.12.2012
Credit liabilities 4973 8222

Total 4973 8222
Credit — current

Type 31.12.2013 31.12.2012
Credit liabilities to related patties, other than those in the Group 10 10
Liabilities to related parties, other than those in 11 10
the Group, incurring from interest on credits
Credit liabilities to financial institutions 4 887 8183
Liabilities to financial institutions, incurring from interest on credits 14 19
Credit liabilities to non-related parties 51

Total 4973 8222

The Credits from non-related parties and financial institutions have been received under the

following conditions:

Banl / Creditor Contracted Intetest %
credit
amount

Maturity Secutities / Guarantees

MKB Unionbank JSC 4000 1 month Sofibor+3.25%
thousand
BGN

25.07.2016

Promissory note

UniCredit Bulbank JSC 8000 1 week Sofibor+5.1%
thousand
BGN

30.07.2014

Mortage, pledge

UniCredit Bulbank JSC 1500 1 week Sofibor+5.1%
thousand
BGN

26.12.2014

Overdraft

SG Expressbank JSC 490 1 month Eurbor+3.75%
thousand
BGN

30.05.2015

Mortage

SG Expressbank JSC 250 1 month Euribor+3.75%
thousand
BGN

30.10.2015

Mortage

SG Expressbank JSC 2775 1 month EURIBOR
thousand  +3,90% per annum
BGN

31.03.2016

Pledge over FA

Balances of Credits teceived, related parties excluded, as at 31.12,2013

Bank / Creditor Current portion of Non-curtent portion of
amortized cost amortized cost
Principal Interest Principal Interest
MKB Unionbank JSC 1200 9 2034
UniCredit Bulbank JSC 2732 5
SG Expressbank JSC 247 138
SG Expressbank JSC 708 944
NGO ATHLETICS CLUB BEROE 51
Total 4938 14 3116 -
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1.19. Current Trade and other liabilities

Type 31.12.2013 31.12.2012
Liabilities to related parties, other than those in the Gtoup 42 993 23 855
Supplies related liabilities 26 658 16 458
Liabilities on advance payments received 14 824 6 240
Dividend related liabilities 899 522
Liabilities related to Deposits and Guarantees 612 635
Including Guarantees of the Supervisory Board, the Management 612 635
Board, the Board of Directors
Supplies related liabilities 47737 37 341
Gross amount due to clients under construction contracts 8 489 13 893
Liabilities on advance payments received 19 403 21931
Other current liabilities 2595 1060
Liabilities related to Deposits and Guarantees 572 36
Insurance related liabilities 498 350
Consession related liabilities 109 88
Other liabilities 1416 586
Total 121 217 98 080

Other liabilities include 310 thousand BGN liabilities related to bank guarantees, insurance and other
expenses , incurred under completed in the reporting 2013 construction contracts.

1.20. Tax liabilities

Type 31.12.2013 31.12.2012
Value Added Tax 1822 2599
Corporate tax 1342 1014
Corporate tax — interest 266 190
Personal income tax 116 132
Withholding tax 52 6
Other tax 24 24
Other tax — interest 5

Total 3622 3970
1.21. Liabilities to the personnel

Type 31.12.2013 31.12.2012
Liabilities to the personnel 1557 1157

including liabilities arising from unused annual paid leaves 351 347
Liabilities to the social contributions funds 371 357
including liabilities arising from unused annual paid leaves 47 53

Liabilities to the key management personnel — remunerations 965 452
Liabilities to the key management personnel — social 8 14
contributions
Liabilities arising from non-labour relations — remunerations 5 5

Total 2906 1985

58



“TRACE GROUP HOLD” PLC
Conselidated Finaneial Statements for the year ending as at 31.12.2013

1.22. Curtent provisions

TR/ACE

Type 31,12.2013 31.12.2012
Provisions for legal obligations, including 191 191
Provisions under litigations — Tax Assessment Act 191 191
Provisions for constructive obligations, including 2103 1659
Provisions under construction contracts 2090 1659
Other 13

Total 2294 1850

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

at 31.12.2013 is proceeding (Other disclosures Note 8).

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 Statement
2.1. Income
2.1.1. Net Sales Income

TR/ \CE

Types of income 2013 2012

Income from Sales of goods, including: 4792 1211
Sales of asphalt mixtures 4 599 815
Sales of inert materials 170 252
Sales of concrete and limestone soluble and SBE 20 121
Sales of emulsions 3 10
Others 13
Income from Sales of Merchandize, including: 9 957 4788
Sales of Machinery and equipment 36
Sales of Fuel 6 236 2674
Sales of iron fixtures 49 238
Sales of inert materials and sand 101 13
Sales of salt 369 663
Sales of sign productions 22 3
Sales of materials for railways construction 3034 1028
Other merchandized goods 146 133
Income from rendered setvices, including: 299 941 290 065
Building and construction works 298 508 287 896
Mechanization related services 202 382
Transport services 518 288
Project Management related setvices 314 330
Laboratory services 135 80
Consulting services 24 749
Design related services 65 141
Road marking 147
Other services 175 52
Other income, including: 7 814 6 639
Sales of materials 3354 4364
Rental income 98 41
Sales of consumables 2
Sales of production waste 96
Insurance premiums received 12 19
Overstock of materials 100 66
Stotage of third parties’ inventories
Penalties and defaults 558 202
Liabilities, written-off 3352 222
Reimbursed impairments of receivables 37 1111
Reimbursed provisions under contracts for building and construction works 350
Other 303 166

Total 322 504 302703
2.1.2 Income from Government Grants

Types of income 2013 2012

Government Grants, relating to income 9 2

Total 9 2
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2.1.3. Financial Income

TR/\CE

Types of income 2013 2012
Interest income, including Interest income generated from: 477 669
Trade loans 30 29
Deposits 396 17
Cutrent accounts 7 7
Trade receivables 41 419
Others 3 43
Generated from transactions with financial instruments 2
Foreign exchange gains 17 20
Other financial income 22 16
Total 518 705
2.2. Expenses
2.2.1. Raw materials, materials and consumables
Types of expenses 2013 2012
Direct production materials 45319 57 545
Ancillary materials 380 510
O1il, gas and lubticants 7 208 9834
Spare parts 1161 1195
Tools 21 43
Work wear 59 49
Electricity 443 584
Heating 9 15
Water 25 57
Tires 404 549
Consumables; motor vehicles 51 74
Office materials and consumables 65 139
Advertising materials 89 28
Tender documents 43 14
Stationery and consumables 9
Overheads 499
Other materials 233 398
Total 56 018 71034
2.2.2. Hired services
Types of expenses 2013 2012
Subcontractors 183 886 173 804
Hired / Leased transport 3973 4996
Hired / Leased mechanization 5872 5379
Rents 812 706
Repairs 509 537
Advertising 178 203
Communication setvices 241 264
Consulting and other contracts 3441 759
Civil contracts and remuneration 202 227
Insurance 831 937
Taxes and fees 559 854
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Securities 1344 1283
Commissions 13 13
Penalties 11
Claims and sales returns 3
Labour medicine 20 19
Subscriptions 105 138
Laboratory tests 121 331
Technical Maintenance of Non-current tangible assets 160 53
Explotion and demolition works 21 29
Access fees 54 132
Trainnings 23 21
Geodesic services 252 157
Design 49
Services, rendered under contract 1 608
Other hired services 632 878
Total 204 920 191720
2.2.3. Depreciation expense
Types of expenses 2013 2012
Depteciation cost of production 6 594 6772
Non-current tangible assets 6 496 6668
Non-cutrent intangible assets 98 104
Depreciation cost of administrative 559 521
Non-current tangible assets 535 497
Non-current intangible assets 24 24
Total 7 153 7293
2.2.4. Salaries, wages and social contribution costs
Cost ofi 2013 2012
Salaries and wages, including: 15 970 16 268
Of Production personnel 8 332 9679
Of Administrative petsonnel 7 638 6 589
Social contribution expenses, including: 2238 2422
Of Production personnel 1541 1783
Of Administrative personnel 697 639
Including expenses related to the key management personnel 3317 3000
Including expenses related to unused paid leaves 83 181
Total 18 208 18 690
2.2.5. Impairment of assets
Type of expense 2013 2012
Losses from Impairment of Receivables 2029 892
Losses from the Impairment of Financial assets 1100
Total 2029 1992
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2.2.6. Other expenses
"fype of expense 2013 2012
Expenses related with Business trips 391 413
Entertainment costs 238 278
Retirement of Non-current Assets 20 20
Food expense - 1
Expenses related to labour medicine 24 17
Penalties and fees, and compensations 28 131
Expenses related to Interest on commercial transactions 10
Expenses related to Interest on State receivables 80 120
Rent / Lease 11 6
Alternative tax expense 5 1
Expenses related to Donations and grants 288 60
Expenses related to enforcement cases 8 134
Provisions for Litigations and Law suites 24
Provisions 49 342
Expenses with no available supporting documentation 39 38
Adjustment of partial tax credit - 1
Social costs, provided in kind 47 67
Provisions under contracts for Building and construction works - 30
Receivables written-off 6 55
Other expenses 848 174
Total 2116 1888
2.2.7. Allowances and adjustments
Type of expense 2013 2012
Net book value of assets disposed (net) 12 537 8 667
Net book value of assets disposed 12 537 8 667
Movements of production inventory (net) (120) (2110)
Movements in production inventory (120) (2110
Capitalized assets’ expenses (14) (92
Other allowances and adjustments (62)
Total 12 341 6 465
2.2.8. Financial expense
Type of expense 2013 2012
Interest expense, including interest expenses incurred from: 637 1836
Trade loans 3 32
Loans, granted by financial institutions 387 688
Leases 166 718
Trade liabilities 69 190
Others 12 208
Expenses from transactions with financial instruments 1
Foreign exchange losses 70 93
Other financial expenses 1198 1040
Total 1905 2970
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2.2.9. Gains / (Losses) from disposals of non-current assets

TR/ CE

Type of expense 2013 2012
Gains / (losses) from disposals of Property, plant, machinery and 57 1
equipment
Net book value of assets disposed 61 46
Gains from the Assets' disposals 118 57
Total 57 11
2.2.10. Share in the results of associates
Assoclate 2013 2012
Technostroyinzhenering 99 JSC 82 80
Redko T'race Intetnational 4
Total 86 80
2.2.11. Tax expense
Type of expense 2013 2012
Corporate tax 1859 1123
Others 452 (1 185)
Total 231 (62)
2.3.1. Other comprehensive income
Components 31 December 2013 31 December 2012
before tax after before tax after
tax tax tax tax
Other comprehensive income
Actuarial gains / (losses) 21 21 102 102
Foreign Currency Translation 5 5 (30) (30)
Gains and (Losses)
Other comprehensive income 26 - 26 72 72
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OTHER DISCLOSURES

1. Construction contracts

The construction contracts in progress as at 31.12.2013.

TR/ CE

" Conteaets in Costs, ﬁeeegnmd Income, Progress Gross Gross Advances Deductions
progrees ineusred peofits accumulated  payments amount amount  received, under
{n the less in the (involced  duetoby duectoby inrespect contracts
eontraet’s recognised  contract's income the client  theclient  of which
exeeution lose execution and for the for the work has
advances) work, work, not been
conducted conducted conducted
underthe  underthe underthe
contract contract contract
(receivables
recognized
as asset)
k1 k2 k3 k4=k2+Kk3 x5 k6=k4-k5 Kk7=Kk5- K8 K9
k4
Contract 1 2835 171 3006 3006 - E 1147
Contract 2 30709 2081 32790 32736 54 - 21
Contract 3 875 63 938 728 210 -
Contract 4 185 44 229 383 - 154
Contract 5 56 493 3844 60337 58 881 2632 985 31 8930
Contract 6 6284 495 6779 6779 - -
Contract 7 1434 45 1479 1479 - - 671 148
Contract 8 25966 720 26 686 26 686 - - 1531 3165
Contract 9 4077 58 4135 4135 - - 1227
Contract 10 29122 5244 34366 35127 - 761 1756
Contract 11 2834 159 2993 2993 - - 917
Contract 12 22 (22) - - - 3696
Contract 13 115 8 123 123 - -
Contract 14 128 5 133 133 - -
Contract 15 312 29 341 341 - -
Contract 16 15 231 1265 16 496 16 496 - - 2335
Contract 17 57 57 57 -
Contract 18 140 37 177 177 - -
Contract 19 258 21 279 279 - -
Contract 20 211 12 223 223 - -
Contract 21 5909 504 6413 6413 - -
Contract 22 - - - 6531
Contract 23 597 58 655 655 - - 462 66
Contract 24 14737 1367 16 104 16 835 - 731 1491 1980
Contract 25 26 682 1032 27714 28 152 - 438 1407
Contract 26 169 158 327 327 - - 48
Contract 27 4120 458 4578 6101 - 1523 304
Contract 28 10 353 244 10 597 14 494 - 3897 840 1486
Contract 29 31 31 31 - 67
Contract 30 485 116 601 601 - - 133
Contract 31 327 10 337 337 - - 132
Contract 32 18 3 21 21 -
Contract 33 4332 (140) 4192 4192 -
Contract 34 164 1 165 165 -
Contract 35 6 6 6 - 69
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Contract 36 2627 262 2889 2 889 - 856
Contract 37 22 22 22 -

Contract 38 308 43 351 351 - -

Contract 39 2573 66 2639 2639 - - 135
Contract 40 42 4 38 38 - -

Contract 41 2473 156 2629 2629 - - 522
Contract 42 3384 665 4049 3969 80 B 798
Contract 43 207 164 37 37 - <

Contract 44 109 169 278 278 -

Contract 45 457 161 618 618 -

Contract 46 859 859 859 - 26
Contract 47 1127 303 1430 1430 - -

Contract 48 908 226 1134 1134 - - 525
Contract 49 - - -

Contract 50 - - -

Total 260 314 20 301 280 615 278 077 11218 8 489 24211 19 242
Construction

contracts

2. Related parties and transactions with related parties
The entity discloses the following related parties:

Shareholder of the capital, exercising control, of “Trace Group Hold” PLC is Nikolay Ganchev Mihaylov

- 80.55%.

Associates

Technostroyinzhenering 99 JSC

Water Project Stara Zagora —a Company under the Law on Obligations and Contracts
Redko Trace Insternational LTD

Other related parties:

“Galini N” LTD

“Injproject” LTD

“Galini” L’ID

“Dekon” LTD

“Himkolor” JSC

“Technostroyinzhenering 99” JSC

“Adval” JSC

“SB Engineering” JSC

“Dikol 2 G. Mihaylov” LTD

“GCF - SK — 13 Trace Railinfra Consortium” a Company under the Law on Obligations and Contracts
“CK — 13 Transstroy” JSC

“Patno poddarzhane” LTD Elchovo

“Megainvest Hold” LTD

PS — a Company under the Law on Obligations and Contracts

Beroe 2013 — a Company under the Law on Obligations and Contracts
“Kordel — Bulgaria” JSC

Key Management personnel in the entity:

Nikolay Ganchev Mihaylov — Executive Director and Chairman of the BoD
Tzvetan Ivanov Tzonev — 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 Kavardjikova — Member of the BoD
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Transactions and balances with related parties

Sales to related parties, other than those in the Group

TR/CE

Client Type of transaction 2013 2012
Galini — N LTD services, tentals, materials 57 502 49 012
Injproject LTD services, materials 8 74
Galini LTD services 4 76
Dekon LTD services, matetials 1 1909
Himkolor JSC materials 6 4
Technostroyinzheneting 99 JSC dividend income 530 549
SB Engineering JSC services 154
Dikol - 2 G. Mihaylov LTD services 7 963
GCF-SK-13 Trace Railinfra Consortium services 23722 32 660
CK-13 Transstroy JSC services 34 777
Megainvest Hold LTD services 622 165
PS — a2 Company services 3349 n
under the Law on Obligations and Contracts
Water Project Stara Zagora — a Company services 3005
under the Law on Obligations and Contracts
KKordel — Bulgaria JSC services 15
Beroe 2013 — a Company services 439
under the Law on Obligations and Contracts
Total 89 244 86 654
Purchases from related parties, other than those in the Group
Supplier Type of transaction 2013 2012
Galini - N LTD services, materials 67 362 49 221
Injproject LTD services, materials 1914 401
Galini LTD interest 21 89
Dekon LTD services, materials 2089
Himkolor JSC materials 485 184
Technostroyinzhenering 99 JSC services, matetials 337 2320
SB Engineering JSC services 1540
Dikol - 2 G. Mihaylov LTD services 791 607
GCF-SK-13 Trace Railinfra Consortium services 64 108
CK-13 Transstroy JSC services 680 3281
Megainvest Hold LTD services 335 138
Total 71989 59978
Receivables from related parties, other than those in the Group
Client 31.12.2013 31.12.2012
Galini - N LTD 28 764 16 009
Injproject LTD 29 234
Galini LTD 17 72
Dekon LTD 45 381
Technostroyinzhenering 99 JSC 21 178
Adval JSC 15
Dikol — 2 G. Mihaylov LTD 112 84
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TR/ CE

GCF-SK-13 Trace Railinfra Consortium 12 566 16 318
CK-13 Transstroy JSC 209 91
Megainvest Hold LTD 774 1288
PS — a Company 1100 268
under the Law on Obligations and Contracts
Beroe 2013 — a Company 147
under the Law on Obligations and Contracts
Infrastructure and transport construction 2
Kordel — Bulgaria 15
Water Project Stara Zagora — a Company 1438
under the Law on Obligations and Contracts
Management 3 3

Total 45 257 34 926
Liabilities to related parties, other than those in the Gtoup

Supplier 31.12,2013 31.12.2012

Galini — N LTD 35 881 14 104
Injproject LTD 1828 815
Galini LTD 9 8
Dekon LTD 519 1374
Himkolor JSC 161 98
Technostroyinzhenering 99 JSC 141 193
Adval JSC 1408
Dikol - 2 G. Mihaylov LTD 1
GCF-SK-13 Trace Railinfra Consortium 36 1899
CK-13 Transstroy JSC 95 582
Megainvest Hold LTD 2928 2502
PS — a Company 394
under the Law on Obligations and Contracts
Water Project Stara Zagora — a Company 1148
under the Law on Obligations and Contracts
Dividend liabilities 899 522
Management 600 635
Personnel 11

Total 44 650 24 141
Loans, granted to related parties, other than those in the Group

Debtor Contracted loan Interest % Maturity
amount

Galin Mihaylov 100 11% 31.12.2014
Personnel 6 1% 31.12.2014

Balances of Loans granted (principal and interest)

Debtor Current portion of Non-current portion
amortized cost of amortized cost
Principal Interest Principal Interest
Galin Mihaylov 69 37
Manol Denev 15
Tzvetan Tzonev 96
Loans — personnel 3
Total 69 148 3 -
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Interest income, accrued on Loans to related patties, other than those in the Group

Debtor Reeelvable as at Accrued Earned Receivable as at

31.12.2012 in 2013 in 2013 31.12,.2013
Galin Nikolaev Mihaylov 30 7 37
Manol Peychev Denev 20 5 15
Tzvetan Ivanov Tzonev 96 96
Total 146 7 5 148

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

Bank / Creditor Contracted Interest % Maturity Secutities / Guarantees
eredit amount
Injproject LTD 50 11% 31.12.2014 Promissory note

Balances of Credits received (principal and interest)

Bank / Creditor Current portion of Non-cusrent portion
amortized cost of amortized cost
Principal Interest Principal Interest
Injproject LTD 10 11
Total 10 n - -

Interest expense, accrued on Credits from related parties, other than those in the Group

Bank / Creditor Liability Accrued Paid Liability
31.12.2012 in 2013 in 2013 31.12.2013

Injproject LTD 10 1 11

Total 10 1 - n

Key Management’s remuneration

Type Amounts accrued in respect of:

Remuneration and social security
contributions for the period

Boatd of Directors 2251
Manager 633
Executive Director 578
Controller 14

Total: 3476

3. Capital Management

Through its capital management, the Group targets to create and maintain the ability to continue to
operate as a going concern, and to ensure approptiate return on the shareholders’ investments, and
economic benefits to other interested parties and to the stakeholders in its business, as well as to maintain
optimal capital structure in order to reduce the capital costs.

The capital security and capital structure are monitored on a current basis. Different sources of financing
are employed in its activities. Such include both its own sources of finance as well as funds, borrowed
from banks and related parties.
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Type 31.12,2013 31.12.2012

Total Debt Capital, including: 8843 15 627
Financial liabilities 8 843 15 627
Decreased by: (44 339) (33 754)
Cash and cash equivalents
Net Debt Capital (35 496) (18127)
Total Equity 96 341 80 599
Total Capital 60 845 62 472

Leverage ratio (0.58) (0.29)
4. Financial risks

In the course of its ordinary activities, the entity may be exposed to different financial risks, the most
significant of which are: the currency 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 current basis, through
various control mechanisms, in order for adequate service prices to be determined, on the services
rendered by the entity, and to adequately assess how the available liquid resources are maintained, without
placing undue concentration on a given risk.

Hereafter, the various types of risks that the Group 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 Group is exposed to credit risk, 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 entity are concentrated in three groups: Cash and receivables from clients,
Financial assets — Loans granted, Financial lease receivables.

The Group’s cash and cash at bank are held in current accounts in the following banks - “Corporate
Commercial Bank” JSC, “First Investment Bank” PJSC, “UniCredit Bulbank” JSC, “MKB Unionbank”
JSC, “United Bulgarian Bank” JSC. The Management believes that there is no risk so long the serving
banks maintain a stable liquidity.

31123013 Overdue With time to maturity
Impaired Not Impaired Not Total
impaired impaired

Non-current Assets - 277 - 11 956 12 233
Non-current Financial Assets - - 3 3
from related parties
Non-current Financial Assets 277 - 277
Non-current Trade and other - - - 7 059 7 059
receivables from related parties
Non-current Trade and other - - - 4894 4 894
receivables
Current Assets - - - 90 072 90 072
Current Financial Assets - 217 217
from related parties
Current Financial Assets 6331 6331
Current Trade and other 29 257 29 257
receivables from related parties
Current Trade and other 6 678 54 267 60 945
receivables
Current Trade and other (6 678) - (6 678)
receivables - impairment

Total Financial Assets - 277 - 102 028 102 305
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Liquity risk

TR/.CE

Liquidity risk is expressed as the adverse situation where the Group will not be in a position 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. The maturity and the on-time payment is monitored by the Financial-Accounting Department,
on a cutrent basis. The necessary information for the available cash and pending payments is also being

maintained.
3142.2013 Imme Up o1l 23 46 7-12 1-2 35 Over 5 With Total
diate  menth months month months  years years  years no
L] matur
ity
Non-current Assets - - - - - 5259 6793 181 - 12 233
Non-current Financial 3 3
Assets from related parties
Non-current 35 61 181 277
Financial Assets
Non-current Trade and 1031 6028 7 059
other receivables from
related parties
Non-current Trade and 4190 704 4894
other receivables
Non-current Liabilities 1147 - - - - 8 605 2793 125 4 12674
Non-current Financial -
Liabilities to related
parties
Non-current 2635 1153 4 3792
Financial Liabilities
Non-current Trade and 1389 268 1657
other liabilities to related
parties
Non-current Trade and 1147 4581 1372 125 7225
other liabilities
Net liquid disbalance - (1 147) - - - - (3346 4000 56 ©) (441)
Non-current
Cummulative liquid (1147) (1147) (1147) (@141 (1147) (4 493) (493) 437) 44) (441)
disbalance — Non-
current
Current Assets 44 296 22 454 23473 17729 21636 - - - 9174 138 762
Current Financial Assets 217 217
from related parties
Current Financial Assets 39 4248 6 6389 10 682
Current Trade and other 4228 8 097 4431 3641 8 860 29 257
receivables from related
parties
Current Trade and other 18 144 11128 13292 11 389 314 54 267
receivables
Cash and cash equivalents 44 296 43 44 339
Current Liabilities - 41 866 19 731 8109 22 679 - - - - 92 385
Current Financial 21 21
Liabilities to related
parties
Current Financial 130 408 613 4223 5374
Liabilities
Current Trade and other 8 947 6 641 1988 10 593 28 169
liabilities to related parties
Current Trade and other 32789 12 682 5508 7 842 58 821
liabilities
Net liquid disbalance — 44 296 (19 412) 3742 9620 (1043) - - - 9174 46 377
Current
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Cummulative liquid 44 296 24 884 28626 38246 37203 37203 37203 37203 46377 46 377
disbalance — Current
Total Financial Assets 44 296 22 454 23473 17729 21636 5259 6793 181 9174 150995
Total Financial 1147 41 866 19 731 8109 22 679 8 605 2793 125 4 105059
Liabilities
Total Net Liquid 43 149 (19 412) 3742 9 620 (1043) (3 346) 4000 56 9170 45936
Disbalance
Total Cummulative 43 149 23737 27479 37099 36 056 32710 36710 36766 45936 45936

Liquid Disbalance

Market risk
Interest risk

Interest risk is the risk that the fair value or the future cash flows of the held by the Group financial assets
and liabilities will vary as a result of fluctuations in the market interest rates. The instruments with fixed
interest rates are exposed to the risk that the fair value could fluctuate because of changes in the interest
rate levels — the changes in the levels of market interest rates will affect the value of held financial assets
and liabilities with fixed interest rate. The financial assets and liabilities with floating interest rates are
exposed to cash flow risk - future cash flows generated from these shall depend on changes in market

interest rates.

Overall, interest-bearing financial assets and liabilities comprise a significant portion in the structure of the
Group’s assets and liabilities, representing receivables and payables on financial leases, loans received or

granted.
31122013 Interest With With fixed Total
free floating interest %
interest %

Non-current Assets 11 956 - 277 12 233
Non-current Financial Assets from related parties 3 3
Non-current Financial Assets 277 277
Non-current Trade and other receivables from related parties 7 059 7 059
Non-current Trade and other receivables 4 894 4 894
Non-current Liabilities 8882 3544 - 12 426
Non-current Financial Liabilities from related parties -
Non-current Financial Liabilities 3544 3544
Non-current Trade and other liabilities to related parties 1657 1657
Non-current Trade and other liabilities 7225 7225
Exposure to non-current risk 3074 (3544) 277 (193)
Current Assets 84 717 23102 26 592 134411
Current Financial Assets from related parties 148 69 217
Current Financial Assets 112 6219 6331
Current Trade and other receivables from related assets 29 257 29 257
Current Trade and other receivables 54 267 54 267
Cash and cash equivalents 933 23102 20 304 44 339
Current Liabilities 87 015 - 4948 91 963
Current Financial Liabilities to related parties 11 10 21
Current Financial Liabilities 14 4938 4952
Current Trade and other liabilities to related assets 28 169 28 169
Current Trade and other liabilities 58 821 58 821
Exposure to current risk (2298) 23102 21 644 42 448
Total Financial Assets 96 673 23102 26 869 146 644
Total Financial Liabilities 95 897 3544 4948 104 389
Total exposure to Interest risk 776 19 558 21921 42 255
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Analysis of the interest rate elasticity.

Effect on the profit / loss, net of tax 31,12.2013
An increase of interest rates with 0,5% 88
A dectease of intetest rates with 0,5% (88)

Cutrency risk

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

31.12.20613 Denominated Denominated  Denominated  Denominated Total
in USD in EUR in other in BGN
currencies
Non-current Assets - 277 - 11 956 12 233
Non-current Financial Assets from related 3 3
parties
Non-current Financial Assets 277 277
Non-current Trade and other receivables 7 059 7 059
from related parties
Non-current Trade and other receivables 4 894 4 894
Non-current Liabilities - 3544 - 8 882 12 426
Non-current Financial liabilities to related F?
parties
Non-current Financial liabilities 3544 3544
Non-current Trade and other liabilities to 1657 1657
related parties
Non-current Trade and other liabilities 7225 7225
Exposure to Non-current risk - (3 267) - 3074 (193)
Current Assets 55 1035 1709 131 612 134 411
Current Financial Assets from related 217 217
parties
Current Financial Assets 6331 6331
Current Trade and other receivables from 1115 28 142 29 257
related parties
Current Trade and other receivables 54 267 54 267
Cash and cash equivalents 55 1035 594 42 655 44 339
Current Liabilities 23 9106 33 90 487 99 649
Current Financial Liabilities to related 21 21
parties
Current Financial Liabilities 1263 3 689 4952
Current Trade and other liabilities to 23 157 4 27 985 28 169
related parties
Current Trade and other liabilities 7 686 29 58 792 66 507
Current risk exposure 32 (8 071) 1676 41125 34 762
Total Financial Assets 55 1312 1709 143 568 146 644
Total Financial Liabilities 23 12 650 33 99 369 112 075
Total exposure to Exchange risk 32 (11 338) 1676 44199 34569
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5. Adjustments of errors, changes in the accounting policy, reclassifications
During the current reporting period, no adjustments of errots have been conducted in the entity.

In 2013, the Group has changed its accounting policy with regards to recognition of actuarial gains /
(losses) as to reflect he changes in the provisions of IAS 19 “Employee benefits”, effective as of
01.01.2013. The conducted reclassification and the accumulated actuarial gains / (losses) are reflected in
Other comprehensive income. In compliance with the requirements of TAS 8, the respective revaluations
of the opening balances were performed. Because the amount, referring to 2012, is not material (102
thousand BGN), no comparative information is presented in the Statement for Financial Position as at the
beginning of the prior petiod.

During the 2013, no other changes in the accounting policy have been conducted in the entity, with the
latter being consistent with the accounting policy applied in the prior periods.

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

In determining the amounts of some of the Assets, Liabilities, Income and Expense in the curtent set of
Financial Statements, the Management has made several accounting assumptions and accounting
estimates. All these were performed on the basis of the best estimate 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 period, 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 31.12.2013, 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 formed 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: establishment of significant financial difficulties of the debtor, the probability of
the debtor going into insolvency or other financial reorganization.

The ordinary receivables period is 120 days and no interest is accrued on the contractors for this period.
For some clients, with whom the Group maintain long-term trade cooperation, a longer time period is
allowed (180-240 days). If the receivables are not paid within the ordinary or specifically negotiated petiod,
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
teceivable 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: Trade and
other receivables, amounting to 2 029 thousand BGN, in respect of which there is high level of uncertain
with regards to their collectability.

Movement of the impairment adjustment

Type 31,12.2012 Movement in 2013 31.12.2013
increase decrease
Trade and othet receivables 4 826 2029 (21) 6834
Commercial loans 3347 (3 347) -
Total 8173 2029 (3 368) 6 834
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6.3. Recognizing income, generated under construction contracts (long-term setvice contracts)
The Management conducts a review, as at year-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. Impairment of Property, plant, machinery and equipment

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 an item of property, plant and equipment is impaired. In
case of such indications, the recoverable value of the asset is estimated and the impairment loss is
determined. As at 31.12.2013, no indications of impairment of property, machinery, plant and equipment
have been established.

6.5. Actuarial valuation

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

Subsequent to the changes in TAS 19, effective as of 01.01.2013, the Group has reclassified and has
reflected the accumulated actuarial gains / (losses) in Other comptrehensive income. Also, in conformance
with the requirements of IAS 8, the respective translations of the opening balances were performed.
Because the amount, referring to 2012, is not material (102 thousand BGN), no comparative information
1s presented in the Statement for Financial Position as at the beginning of the reporting period.

7. Operating lease

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

Minimum future lease instalments as at 31,12.2013 to non-related patties

Up to 1year 1year —to 5 years Over 5 years Total
Lease instalments 97 115 212
Total 97 115 - 212

Minimum future lease instalments as at 31,12.2013 to related parties

Up to 1year lyear — to 5 years Over 5 years Total
Lease instalments 159 275 434
Total 159 275 - 434

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

Minimum future lease proceeds as at 31,12,.2013 to non-related parties

Up to 1year 1year —to 5 years Over 5 years Total
Lease instalments 25 66 91
Total 25 66 - 91
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Minimal future lease proceeds as at 31.12.2013 to related parties

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

Lease instalments 6 6

Total 6 - - 6

8. Contingent assets and contingent liabilities

Guarantees and issued warrantees

Contingent assets, including: bank guarantees and performance bonds, issued in respect of the
contracts, executed by the entities in the Group.

Centeact / Contractor Bank guatantees issued, Collaterals Collateral’s amount
pledged by contractors
Framework contract — Bank guarantees 64/26.04.2010/UniCredit Bulbank JsC 37 831
Framework contract — Bank guarantees 300-353A/05.03.2008/MKB Unionbank JsC 18 501
Framework contract — Bank guarantees Societte General Expressbank Plc 19 857
Framework contract — Bank guarantees Corporate Commercial Bank JSC 6 335
Subrogation by contract Corporate Commercial Bank JSC 1782

Contingent lighilitics including: promissory notes issued to Commercial banks with regards to Loan
contracts and Bank guarantees and in favour of leasors:

Contract / eontractor Guarantees, pledged Total amount of the Collateral
collateral to the contractor
Bank revolving credit facility - MKB Unionbank JSC 3234
MKB Unionbank JSC Promissory note
Framework contract on Bank guarantees MKB Unionbank JSC For every bank guarantee issued
Promissory note
Sogelease Bulgaria LTD Sogelease Bulgaria LTD 259

Promissory note

Following an agreement with a supplier, dating 09.07.2012, the Group has assumed a commitment to
purchase assets at the amount of 2 930 thousand BGN.

Lawsuits

“Trace Group Hold” PLC
The company is a plaintiff in the following cases:

On 07.01.2013, the forth mortgage in favour of the Trace Group Hold PLC is subscribed, representing 91
391.40 EUR, under lawsuit 023 O 148/11, filed in 2011 at the court in Munich, Germany. The financial
interest of the lawsuit amounts to 84 thousand EUR and relates to the collection of receivables, namely
advances paid to MK-Nutzfahrzeuge-Vermittlung von Maschinen und Nutzfahrzeugen for machines for
the building of concrete ditches. The defendant declared “personal bankruptcy”.
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The Company, in its capacity of a partner in the Trace Via — a Company under the Law on Obligations
and Contracts, has filed a case 4573 / 2013 against the Sofia Municipality with regards to outstanding
amounts under contract N RD-55-412/20.08.2010, with financial interest 442 176.93 BGN.

“Trace — Sofia” JSC
The entity is a defendant in a lawsuit, of commercial nature, with a financial interest as at 31.12.2013 in the

amount of 465 thousand BGN. The Management believes that there is high possibility of outcome in
favour of the entity and hence does not recognize provisions.

“Infrastroj” LTD
As at 31.12.2013, a tax review, appointed on “Infrastroj” LTD, has not been finalized. Also as at year-end,

a final verdict has not been issued on the latter.

With regards to the performed on the entity overall tax review, which began in 2009, a tax assessment act,
was issued, and was presented to the entity on 10.05.2010. The tax assessment was conducted subsequent
to a filed request for tax credit reimbursement, for the petiod 01-04.2009, amounting to 927 thousand
BGN. The tax review focuses on the following liabilities, for the respective periods:

Taxes due under the Corporate Taxation Law — 01.01.2008-31.12.2008

Tax due as per the Personal Income Tax Law — 01.07.2008-31.05.2009

Tax due in compliance with the VAT Law — 01.08.2008-31.05.2009

Liabilities relating to social security contributions — 01.07.2008-31.05.2009

A complaint was filed in connection to the issued tax assessment act, to the Director of the “Appeals and
Execution Management” Directorate of the Tetritorial Directorate of the National Revenue Agency
(NRA) in Veliko Tarnovo. In July 2010, a new tax review on the entity’s activities was appointed. The
later concluded with a second issued tax assessment act, with Ne 071102204, dated 29.09.2011. By virtue
of Decision Ne 13, dated 10.01.2012, the “Appeals and Execution Management” Ditectorate confirmed as
legitimate the tax assessment act Ne 071102204/29.09.2011.

An administration case 126/2012 was filed in the Administration Court of Veliko Tarnovo by “Infrastroj”
LTD against the Director of the “Appeals and Execution Management” Directorate.

The case is under appeal and the lawyers of the entity beliee that there is high certainty of the entity
winning the case. Because of the later, no additional provisions have been accrued in the Financial
Statements as at 31.12.2013.

“Trace-Bourgas” JSC

The entity is a plaintiff under lawsuit, of commercial nature, with financial interest as at 31.12.2013
amounting to 123 thousand EUR. The Management believes that there is high possibility of an outcome
in favor of the entity and thus conducts no impairments.

The entity is defendant under lawsuits, of commercial nature, with financial interest as at 31.12.2013
amoutning to 4 thousand BGN. The Management believes that there is high possibility of an outcome in
favour of the entity and thus does not recognize provisions.

“Trace Karjali” JSC

The entity is a plaintiff under lawsuit, of commercial nature, with financial interest as at 31.12.2013 in the
amount of 165 thousand BGN. As at the date on which this set of Financial Statements was authotized
for issue, there is a signed agreement by and between the parties for an off-court settlement of the case.

9. Operating segments
The entire Group operates in one business sector and the core services rendered by the entities in the

Group, as well as their production, are related and participate in different stages of the principal activities.
The materials acquired and the goods produced 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
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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 in the Group. As
a result, the Group has adopted the policy to record its activities only on the basis of geographical
principle.

The core clients of the Group, the revenue from the transactions with which account to over 10% of the
total revenues are:
¢ Road Infrastructure Agency

¢ Metropoliten PLC
¢ The Ministry of Regional Development and Public Works
e 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:

Opetating segments Bulgardla Serbia Oman  Total Consolid  Group
As at 31 December 2013 ation

Income 322 453 78 - 322531 (18) 322513
From extemal clients 322 444 60 322 504 322 504
From other segments 18 18 (18) -
Other income 9 9 9
Financial income 393 158 19 570 (52) 518
Including interest income 457 151 19 “@n @7
Expenses (289 899) 1637) - (291 536) 1092 (290 444)
Cost of materials (56 002) (16) (56 018) (56 018)
Hired services (204 774) (1 098) (205 872) 952 (204 920)
Depreciation expense (7 135) (18) (7 153) (7 153)
Salaries and wages (17 872) (336) (18 208) (18 208)
Cost of impairment (2 029) (140) (2 169) 140 (2 029)
Other costs (2 087) 29) (2 116) (2 116)
Allowances and Adjustments (12 341) (12 341) (12 341)
Financial expense (1708) (235) (1943) 38 (1905)
Including, interest expense (637) (38) 675) 38 637)
Sales of Non-current assets 57 57 57
Shares in associates 86 86 86
Tax expense (2314) 3 (2311 (2311)
Profit / Loss 16 727 (1633) 19 15 113 1060 16 173
Segmental assets 238 653 7 303 512 246 468 (1939) 244 529
Segmental liabilities 141478 8321 149 799 (1 550) 148 249
Investment, under the equity 1540 1540 1540
method
Non-current assets acquired 1326 185 1511 1511
Deferred tax assets 2915 3 2918 2918
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Operating segments Bulgatia Setbla Oman  Total Consolid  Group
As at 31 December 2012 ation

Income, including 302 614 169 - 302 783 L)) 302 705
From external clients 302 612 91 302703 302 703
From other segments 78 78 (78) -
Other income 2 2 2
Financial income 693 12 19 724 19) 705
Including interest income 657 12 19 688 (19) 669
Expenses, including (292 533) (160) ) (292 695) 78 (292 617)
Cost of materials (71 025) ) (71 034) (71 034)
Hired services (191 779) 17) 2 (191 798) 78 (191 720)
Depreciation expense (7 278) (15) (7 293) (7 293)
Salaries and wages (18 598) (92) (18 690) (18 690)
Cost of impairment (1992) (1992 (1992)
Other costs (1 861) 27) (1 888) (1888)
Allowances and Adjustments (6 465) (6 465) (6 465)
Financial expense (2 970) 19) (2 989) 19 (2970)
Including, interest expense (1836) (19) (1 855) 19 (1 836)
Sales of Non-cutrent assets 1 1 11
Shares in associates 80 80 80
Tax expense 82 (20) 62 62
Profit / Loss 1512 (18) 17 1511 - 1511
Segmental assets 204 949 440 495 205 884 (493) 205 391
Segmental liabilities 125 136 15 125 151 (493) 124 658
Investment, under the equity 1470 1470 1470
method
Non-current assets acquired 187711 18 771 18 771
Deferred tax assets 3369 3 3372 3372

10. Events after the reporting period
The following events that require to be disclosed in the Financial Statements, have occurred after the
reporting period and until the date on which the Financial Statements were approved for issue:

» At the Extraordinary General Meeting of the Shareholders of Trace Group Hold PLC, that was
held on 31.01.2014, it has been decided to redeem shares of Trace Group Hold PLC under the following
conditions:

1. The maximum number of shates, subject to redemption— up to 3% of the total number of shares,
issued by the entity;

2. Redemption deadline — no longer than 5 (five) yeats. The Extraordinary General Meeting of
Shareholders appoints the Board of Directors to determine the specific dates for commencement and end
of the redemption.

3. Redemption price — minimum redemption price - 3.00 BGN; maximum redemption price - 9.00 BGN.

4. Authorizes the entity’s Board of Directors to choose and appoint a licensed investment intermediary,
via whom the redemption to take place;

5. Assigns the entity’s Board of Directors to determine all the other specific parameters on the
redemption and to perform all requisite legal and factual activities in the execution of the decisions, taken
at the Extraordinary General Meeting of Shareholders, as per the points above;

6. Pursuant to Art. 111, para. 6 of the Law on the Public Offering of Treasuries, the Board of Directors
should inform the Financial Supervisory Commission on the number of treasury shares, subject to
redemption, and on the investment intermediary, who shall be appointed the redemption. This notice shall
be conducted no later than the end of the working day, prior to the redemption day.
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7. Authorises the entity’s Board of Directors to deal with the redeemed shares after the completion of the
redemption.

» A change in the members of the Board of Directors of Trace Group Hold PLC was registered in
the Commercial Registry on 18.02.2014. Tzvetan Ivanov Tzonev is dismissed and Nikolay Kostadinov
Valev is elected in his place. Manol Peychev Denev is released and Boyan Stoyanov Delchev is elected in
his place. Ivan Dimitrov Hristov is dismissed and Galin Nikolaev Mihaylov is elected in his place.

» A third Executive Director of Trace Group Hold PLC — Boyan Stoyanov Delchev — was
registered in the Commercial Registry on 02.04.2014 .

» A change in the members of the Board of Ditectors of Trace — Sofia LTD was registered in the
Commercial Registry on 03.04.2014. Boyan Stoyanov Delchev is dismissed and Biser Grigorov Ivanov is
elected in his place. Boyan Stoyanov Delchev is dismissed from the position of Executive Director and
and Biser Grigorov Ivanov is appointed in his place.

» A change in the members of the Board of Directors of Trace — Bourgas JSC was registered in
the Commercial Registry on 10.02.2014. Rositsa Yordanova Dineva - Georgieva is dismissed and Mariana
Georgieva Katerova is elected in her place.

» A verdict, dated 04.02.2014, was pronounce by the Administrative Court Veliko Tarnovo on the
lawsuit, disclosed above under item 8 “Lawsuits”, of Infrastroj LTD. The decision partially amends the tax
review dectee pesmsnoren axt 071102204/29.09.2011. The entity will appeal the verdict and has already
filed a complaint to the Supreme Administrative Court. An administrative case was initiated and the court
session is scheduled for November 2014.

» A change in the members of the Board of Directors of PSI JSC was registered in the
Commercial Registry on 25.02.2014. Mariana Georgieva Katerova is dismissed and Rositsa Yordanova
Dineva - Georgieva is elected in her place.

> A change in the representative of the branch of Trace Group Hold PLC in Serbia was registered
on 10.04.2014. Manol Peychev Denev is dismissed and Nikolay Kostadinov Valev is elected in his place.

» A change in the representative of Trace Balkans, Serbia was registered on 24.04.2014. Nikolay
Kostadinov Valev is dismissed and Desislava Nikolaeva Nikolova is elected in his place.

11. Going concern
The Group’s Management believes that the entities in the Group are going concern and shall continue to

act as a going concern. There are no plans, nor intends to terminate the activities.

12. Disclosutes, in compliance with the legislative requirements
The Group discloses the accrued in 2013 audit expenses, due for services rendered by Registered Auditors

(CPAs) amount to 220 thousand BGN.
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13. Financial indicators and ratios

Indicators
Ne Indicatoss 2013 2012 Difference
Value Value Amount %
1 Non-current Assets (total) 84 250 83 634 616 1%
2 Current Assets, including: 160 279 121 757 38 522 32%
3  Inventory 8424 6976 1448 21%
4 Current Receivables 100 968 80 642 20 326 25%
5 Current Financial assets 6 548 385 6163 1601%
6  Cash and cash equivalents 44 339 33754 10 585 31%
7 Total Assets 244 529 205 391 39138 19%
8 Equity 96 341 80 599 15742 20%
9 Financial result 16 365 1527 14 838 972%
10 Non-current Liabilities 12911 5875 7 036 120%
11 Current Liabilities 135 338 118 783 16 555 14%
12 Total Liabilities 148 249 124 658 23591 19%
13 Total Income 323 031 303 410 19 621 6%
14 Sales’ income 322 504 302703 19 801 7%
15  Total Expense 304 690 302 052 2638 1%
Ratios
N Ratlos 2013 2012 Difference
Value Value Amount %
Profitability:
1 Return on Equity 0.17 0.02 0.15 797%
2 Return on Assets 0.07 0.01 0.06 800%
3 Return on Liabilities 0.11 0.01 0.10 801%
4 Net profit margin 0.05 0.01 0.05 906%
Efficiency:
5 Of cost 1.06 1.00 0.06 6%
6 Of income 0.94 1.00 (0.05) -5%
Liquidity:
7 Current ratio 1.18 1.03 0.16 16%
8 Quick ratio 1.12 0.97 0.16 16%
9  Acid test 0.38 0.29 0.09 31%
10 Absolute liquidity 0.33 0.28 0.04 15%
Financial leverage:
11 Financial leverage 0.65 0.65 0.00 1%
12 Gearing 1.54 1.55 0.01) -1%
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