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HLB Bulgaria

Audit, Analysis & Consulting

INDEPENDENT AUDITOR’S REPORT

TO: THE SHAREHOLDERS OF
“TRACE GROUP HOLD” PL.C

Report on consolidated financial statements

We have audited the accompanying consolidated financial statements of “TRACE GROUP HOLD” PLC
(Parent company) and its subsidiaries as at December 31, 2015, which comprise the consolidated
statement of financial position as at December 31, 2015, 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.

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

Global in Reach, Local in Touch

No. 149-151, ,Konstantin Velichkov* blvd., 1 floor, office 3, Sofia, 1309, Bulgaria
Tel: +359 2 920 22 01/ 920 50 21, Fax: +359 2 920 36 65, E-mail: office@hlb-bg.com, Web site:www.hlb-bg.com

HLB Bulgaria is 2 member of . International. A world-wide network of independent accounting firms and business advisers.



HLB Bulgaria

Audit, Analysis & Consulting

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, 2015 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, 2015.

Specialized Auditing Company
HLB Bulgaria Ltd.

Representing the Auditing Company: A e
Milena Hristova [\ 5.-"_?'-,, sy N
-5 Cod
3 ™ Bear viefsty
Registered Auditor (CPA): N
Vaska Gelina ST 3
27.04.2016
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No. 149-151, ,Konstantin Velichkov* blvd., 1 floor, office 3, Sofia, 1309, Bulgaria
Tel: +359 2 920 22 01/ 920 50 21, Fax: +359 2 920 36 65, E-mail: office@hlb-bg.com, Web site:www.hlb-bg.com

HLB Bulgaria is a member of . International. A world-wide network of independent accounting firms and business advisers.



TRACE GROUP HOLD PLC &
CONSOLIDATED STATEMENT OF FINANCIAL POSITION as at 31.12.2015 TR : CE

Note 31.12.2015 31.12.2014
ASSETS BGN'000 BGN'000
Non-current Assets
Property, plant, machinery and equipment 1.1. 74 398 68 545
Non-current Intangible asset 1.2, 1656 1545
Non-current Financial Assets 1.3. 129 342
Investments in associates companies 1.4. 1782 1939
Non-current Trade and other receivables 1.5. 15 814 15213
Deferred tax assets 1.6. 3620 2905
Goodwill 1.7. 447 447
P
Current Assets
Inventory 1.8. 9 484 8012
Current Trade and other receivables 1.9. 167 408 96 595
Recoverable tax 1.10. 3147 2761
Current Financial assets 1.11. 828 828
Cash and Cash equivalents 1.12 83 288 37767

Total Current Assets _ 264 155 145 963



TRACE GROUP HOLD PLC

CONSOLIDATED STATEMENT OF FINANCIAL POSITION as at 31.12.2015 - continued

TR/CE-

Note 31.12.2015 31.12.2014 r.
EQUITY AND LIABILITIES BGN'000 BGN'000
Equity
Share Capital 1.13.1. 24 089 24 200
Registered Capital 24 200 24 200
Shares redeemed (111)
Share Premium 1.13.2. 21765 21769
Revaluation Reserve 1.13.3. (319) (318)
Reserve 1.13.4. 53 503 47 648
Financial Result 1.13.5. 9773 9231
Accumulated Profit / (Loss) 90 88
Current year's Profit /(Loss) 9 683 9143

Equity attributable to holders of the parent

Non-controlling interests
Total Equity

Non-current Liabilities

108 811 102 530

(307) (184)

108 504 102 346

Non-current Financial liabilities 1.14. 2245 1532
Non-current Trade and other liabilities 1.15. 5751 7263
Non-current Provisions 1.16. 473 238
Deferred tax Labilities 1.17. 661 410

Total Non-current Liabilities

Current Liabilities

9130 9 443

Current Financial Liabilities 1.18. 4902 7141
Cusrent Trade and other liabilities 1.19. 204 279 107 010
Tax labilities 1.20. 12 803 3905
Liabilities to the personnel 1.21. 5224 2871
Curreant Provisions D 17 159 4183

Represented by:
Boyan Delchev

Compiler:
Daniela Karaslavova

Certified by:
"HLB Bulgaria" LTD

Sofia, 27 April 2016
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TRACE GROUP HOLD PLC

CONSOLIDATED INCOME STATEMENT for the year ended 31.12.2015

TR/.CE

2015 2014
Note BGN'000 BGN'000
Income
Net Income from Sales 2.1.1. 482 911 344 512
of Finished products 20453 8051
of Services 444 882 317073
of Goods 13 389 13 665
of Others 4187 5723
Net Income from Governiment grants 2.1.2. 12 6
Financial Income 2.1.3. 573 1021
Expenses
Expenses per economic elements (454 711) (314 194)
Raw materials, materials and consumables 221. (91944) (68 601)
Hired Services expense 222 (299 814) (208 447)
Depreciation and amortization expense 223, (7 219) (7082)
Employee benefits expense 224 (34 690) (21 274)
Impairment of assets 2.2.5. (2 145) (4022)
Other expenses 226 (18 899) (4 768)
Allowances 227. (13 963) (18 721)
Net book value of assets disposed (excluding production) (13 980) (16 900)
Capitalised Costs at Assets 182 115
Changes in inventories of finished goods and work in progress (200) (1936)
Other expenses 35 -
Financial expenses 22.8. (2 980) (2237)
Total expenses, excluding tax expenses - (471 654) (335 152)
Financial result from disposals of non-current assets 2.2.9. 90 14
Gain/(Loss) from associates companies 2.2.10. 173 596
Profit / (Loss) before income tax -
Tax expense 2211 (2 432) (1786)
Current Tax expense (2 946) (1624)
Changes, accounted for under deferred tax 514 (162)
Profit / (Loss) from Continuing operations 9673 9211
Equity holders of the parent 9 683 9143
Non-controlling interests (10) 68
2015 2014
BGN BGN
Primary Net Eanings per hard |,
from continuing activities 0,40 0,31
The Notes on pages 7 to 82 ard aj ek part of i inancial Statements.
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TRACE GROUP HOLD PLC TR CE
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME for the year ended 31.12.20 -

2015 2014
Note BGN'000 BGN'000

Profit / (Loss) el 9673 9211
Other comprehensive income 2.3.1. (53)

Actuarial Gains / (Losses) (11) 26
Foreign Currency Translation Gains / (Losses) 20 (79
/ .
Total Comprehensive Income _ 9 682 9158
Equity holders of the parey 9 692 9 089
Non-controlling intetests7 / (10) 69
The Notes on pages 7 to|fl J art of these Financial Statements.
Represented by:
Boyan Delchev
Compiler:
Daniela Karaslavova
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TRACE GROUP HOLD PLC

CONSOLIDATED STATEMENT OF CASH FLOWS for the year ended 31.12.2015

Cash flows from Operating activities
Cash inflows from contractors
Cash outflows to contractors

Net Cash flows in respect of Personnel and Social insurance contributions

Tax paid (excluding Corporate tax)

Cash outflows, incurring from settlement of guarantees

Corporate tax paid

Cash outflows on Interest and fees on loans received

Cash outflows from profit distribution
Net Foreign exchange gains / (losses)
Cash outflows to guarantees

Other cash flows from Operating activities

Net Cash flows from Operating activities

Cash flows from Investing activities

Cash outflows from acquisitions of Non-current assets

Cash inflows from disposals of Non-current assets

Acquisition of Financial Assets
Cash inflows from Financial Assets
Cash outflows on Loans granted
Cash inflows from Loans granted

Cash inflows from Interest and fees on loans granted

Cash outflow on Deposits placed
Cash inflows from placed deposits

Cash inflow from Interest on Deposits placed

Dividends recetved

Net Cash flows from Investing activities

Cash flows from Financing activities

Cash inflows from the issue of shares or other capital instruments

Cash outflows for share redemption and other capital instruments bought back in

TR/\CE

2015 2014
BGN'000 BGN'000
437 069 400 656
(339 450) (353 711)
(32 240) (22 088)
(11 499) (14 037)

9107 4 480
(1 376) (2288)

- (21)
(511) (o11)
®) 562
(939) (1.699)
(13) (264)

(6 338) (3 409)
137 54
(4109) (12 389)
17 1
(327) (333)
297 51
30 27
(315) (12182)
16 16530
3 396
. 199

the entity (241) (152)
Cash inflows from Loans received 6089 2766
Cash outflows on Loans received (8 239) (2918)
Cash outflows on Interest and fe€5Yn loans received (948) (495)
Non-guaranteed cash at curi ounts - 4719
(669) (545)
Net Cash flows from Financing activities (4 008)
o |
Net cash increase / (decreaﬁe)él f,ash and cash equivalents 45 543 (6 439)
F/a) [/ ]
Cash and cash equivalen /s atf(1 January 37734 44 294
\ \
Revaluatiop Res 9) (121)
The Notes on p ani art of these FinancidhStatements.
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TRACE GROUP HOLD PLC

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY as at 31.12.2015 TR cE
Share Share Translation Geneeal Accumulated Nan-' Toral
. . and other Toeal controlling .
capital premium reserve reserves profit / (loss) interest Equity
BGN'000 BGN'000 BGN'000 BGN'000 BGN'000 BGN'000 BGN'000 BGN'000

Revalued reserve as at 31.12.2013

Changes in equity for the financial

reporting 2014 19 6 (80) 14 452 (8 208) 6189 (123) 6066
Other comprehensive income - - (80) - 26 (54) 1 (53)
Actuarial gamns / (losses) 26 26 26
Foreign currency translanon (80) (80) i @9
Profit / (loss) for the period 9143 9143 68 9211
Treasury shares 19 6 25 25
Dividends (3057) (3057) (18) (3075)
Profit distribution 14467 (14467) B N
Effects of written-off revaluation (14) 4 - -
Effects d by olling i 129 129 (174) (45)
Other changes at equity () 4 3 3

Changes in equity for the financial

reporting 2015 (111) @ ) 5855 542 6281 (123) 6158
Other comprehensive income - - ) - 10 9 - 9
Actuanal gamns / (losses) {11} (11) 1)
Forewgn currency translation () 21 20 20
Profit / (loss) for the period 9683 9683 (10) 9673
) (S =

Treasury shares 11 @ (115) (115)
Dividends 3310 (3311) 97) (3 408)
Profic distribution 5 869 (5 869) - -
Effects of written-off revaluation 7 — \>‘ @3) 13 - -
Effects assumed by non-controlling mmesr,{/ - 16 16 (16) -
Other changes in equity jy// @ )] A

Balance as at 31.12.2015

The Notes on pages Litr-Rdary " i x-Sfatements.
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“TRACE GROUP HOLD” PLC TR
Consolidated Financial Statements for the year ended 31.12.2015

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

Chairman
Nikolay Ganchev Mihaylov

Members
Nikolay Kostadinov Valev
Boyan Stoyanov Delchev
Miroslav Kalchev Manolov
Galin Nikolaev Mihaylov
Anton Nikolov Donchev
Maria Geoorgieva Kavardzhikova

Executive Directors
Nikolay Ganchev Mihaylov
Boyan Stoyanov Delchev
Miroslav Kalchev Manolov

Compiler
Daniela Mineva Karaslavova

Lawyers
Madlena Stanimirova Radichkova

Audit Committee
Marin Radoslavov Todorov
Svetla Stoilova Cheriyska
Kiril Ivanov Petkov

Country of Incorporation
The Republic of Bulgaria

Branches, registered under the Commercial Act
Belgrade, the Republic of Serbia
Prague, Czech Republic

Domicile and Registered Address
12, “Nikola Obrazopisov”, 1408, Sofia

CE



“TRACE GROUP HOLD” PLC TR
Consolidated Financial Statements for the year ended 31.12.2015

Servicing banks
UniCredit Bulbank AD
SG Expressbank AD
United Bulgarian Bank AD
DSK EAD
Investbank AD
First Investment Bank AD
BACB AD

Principle activities and the core activities of the Group

Acquisition, management, valuation and sale of interests in Bulgarian and foreign entities
Execution of building and construction works
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
31.12.2015

The Financial Statements’ period
The year beginning as at 01.01.2015 and ending as at 31.12.2015

Time scope of the comparative information — prior period
The year beginning as at 01.01.2014 and ending as at 31.12.2014

Date of authorization of the Financial Statements for issue
27.04.2016

The Body, which has approved and authorized the Financial Statements for issue
The Board of Directors, by a decision entered in a Protocol, dated 27.04.2016

CE



“TRACE GROUP HOLD” PLC TR CE
Consolidated Financial Statements for the year ended 31.12.2015

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 shall be
published in the Financial Supervision Commission, the Bulgarian Stock Exchange — Sofia PLC
and the Commercial Register.

The entities, included in the Consolidated Financial Statements as at 31.12.2015 are:

TRACE GROUP HOLD PLC — parent entity
Principal activities: Acquisition, management, valuation and sales of interests in Bulgarian and foreign

entities, construction of road facilities and road infrastructure;

TRACE - SOFIA LTD, SOFIA, BULGARIA — 100.00% owned by Trace Group Hold PLC.
Principal activities: Construction, current repairs and maintenance of highways, roads, streets and the

surrounding them infrastructure;

PSI JSC, STARA ZAGORA, BULGARIA — 99.30% owned by Trace Group Hold PLC.
Principal activities: Construction and reconstruction of roads and of road facilities, current repairs and
winter maintenance;

PSF MOSTINZHENERING JSC, YAMBOL, BULGARIA — 99.44% owned by Trace Group Hold PLC.
Principal activities: Construction and reconstruction of roads and of road facilities;

TRACE — BOURGAS JSC, BOURGAS, BULGARIA — 100% owned by Trace Group Hold PLC.

Principal activities: Construction and reconstruction of roads and of road facilities;

RODOPA TRACE LTD, SMOLYAN, BULGARIA — 100 % owned by Trace Group Hold PLC.

Principal activities: Construction and reconstruction of roads and of road facilities;

INFRASTRO]J LTD, PLEVEN, BULGARIA - 100% owned by Trace Group Hold PLC.
Principal activities: Construction and reconstruction of roads and of road facilities;

TRACE PZP NIS AD (JSC), NIS, SERBIA — 100% owned by Trace Group Hold PLC.
Principal activities: Construction and reconstruction of road and road facilities, current repairs and winter

maintenance;

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

TRACE TRANS LTD, SOFIA, BULGARIA — 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, BULGARIA — 99.69% owned by Trace Group Hold PLC.
Principal activities: Rendering of services, by means of building mechanization;



“TRACE GROUP HOLD” PLC TR CE
Consolidated Financial Statements for the year ended 31.12.2015

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

TRACE HOLIDAY LTD, SOFIA, BULGARIA — 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 PLOVDIV LTD, PLOVDIV, BULGARIA — 100% owned by Trace Group Hold PLC.
Principal activities: Construction and reconstruction of roads and of road facilities;

TRACE SVOGE LTD, SOFIA, BULGARIA — 100% owned by Trace Group Hold PLC.
Principal activities: Construction and reconstruction of roads and of road facilities;

TRACE SVILENGRAD LTD, SOFIA, BULGARIA — 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
surrounding them infrastructure;

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

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

EURO TRANS LOGISTICS LTD, SOFIA, BULGARIA — 100% owned by Trace Group Hold PLC
Principal activities: Transport activities, repairs and maintenance of transport vehicles, sublease of transport
vehicles;

TRACE INTERNATIONAL LTD, SOFIA, BULGARIA — 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;

VIOR VELIKA MORAVA JSC, BELGRADE, SERBIA — 72.85% owned by Trace International LTD.
Principal activities: Design and supervision of water infrastructure projects and engineering 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, trade of construction materials, services and equipment;

TRACE BALKANS LTD, BELGRADE, SERBIA — 100% owned by Trace International L'TD.

Principal activities: Construction of roads and highways;

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

TRACE PZP VRANJE OOD (LTD), VRANJE, SERBIA — 100% owned by Trace PZP Nis AD (JSC)
Principal activities: Construction and reconstruction of roads and road facilities, current repairs and winter

maintenance;

10



“TRACE GROUP HOLD” PLC TR CE
Consolidated Financial Statements for the year ended 31.12.2015

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

Principal activities: Other specialised construction activities;

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

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

TRACE HIGHWAY, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 75% participation of Trace Group Hold PLC and 10% participation of PSI JSC.
Principal activities: Construction of roads, airport runways and sports fields;

TRACE — PLEVEN, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 51% participation of Trace Group Hold PLC and 49% participation of PSI JSC.
Principal activities: Construction of highways, roads and airport runways;

TRACE — BG, 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 of residential and non-residential buildings;

TRACE RODOPI, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 60% participation of Trace Group Hold PLC and 25% participation of PSI JSC.

Principal activities: Construction of highways, roads and airport runways;

TRACE ENGINEERING, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS, BULGARIA — 51% participation of Trace Group Hold PLC.
Principal activities: Architectural and engineering activities, and technical consulting;

TRACE — PLOVDIV, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 60% participation of PSI JSC and 40% participation of Trace Plovdiv LTD.
Principal activities: Wastewater collection and treatment;

TRACE — ASENOVGRAD, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS, BULGARIA — 60% participation of PSI JSC and 40% participation of Trace Plovdiv LTD.

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

SERDIKA, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 90% participation of Trace Group Hold PLC.

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

KARDJALI, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 51% participation of PSI JSC and 49% participation of PSF Mostinzhenering

Principal activities: Winter maintenance and current road repairs.

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

11



“TRACE GROUP HOLD” PLC TR CE
Consolidated Financial Statements for the year ended 31.12.2015

KARDZHALI 2010, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 52% participation of PSI JSC and 24% participation of PSI' Mostinzhenering JSC.

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

PSI — STROYINZHENERING, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS, BULGARIA — 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, BULGARIA — 55% participation of PSI JSC.
Principal activities: Construction of roads, airport runways and sports fields;

DIANOPOLIS, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 51% participation of PSF Mostinzhenering JSC.
Principal activities: Construction of roads, airport runways and sports fields;

TRACE BOURGAS - CK-13 TRANSSTROY, A COMPANY UNDER THE LAW ON
OBLIGATIONS AND CONTRACTS, BULGARIA — 55% participation of Trace — Bourgas JSC.

Principal activities: Construction of electrical installations;

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

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

SOFIA 2010, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 52% participation of PSI JSC.
Principal activities: Construction of residential and non-residential buildings;

LOVECH 2010, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 60% participation of PSI JSC.
Principal activities: Construction of roads, airport runways and sports fields;

EURO PARK 2011, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 51% participation of PSF Mostinzhenering JSC.
Principal activities: Entire construction works of buildings and construction facilities;

HEMUS A2, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 60% participation of Trace Group Hold PLC.
Principal activities: Construction of roads, airport runways and sports fields;

TRACE SVOGE, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 60% participation of Trace Group Hold PL.C
Principal activities: Construction of highways, roads and airport runways;

TRACE VIA, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 95 % participation of Trace Group Hold PLC.
Principal activities: Construction of highways, roads and airport runways;

12



“TRACE GROUP HOLD” PLC TR CE
Consolidated Financial Statements for the year ended 31.12.2015

LOVECH 2011, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 82% participation of PSI JSC and 18% participation of Rodopa Trace LTD.
Principal activities: Construction of roads, airport runways and sports fields;

TRACE - APOLONIA, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS, BULGARIA — 60% participation of Trace — Bourgas JSC and 40% participation of Trace —
Sofia LTD.

Principal activities: Construction of other facilities, not classified anywhere else;

TRACE PORDIM, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 80% participation of Trace Group Hold PLC and 20% participation of PSI JSC.
Principal activities: Construction of other facilities, not classified anywhere else;

TRACE RADNEVO 2012, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS, BULGARIA — 51% participation of PSF Mostinzhenering JSC and 49% participation of
PSI JSC.

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

TRACE EAST, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 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 residential and non-residential buildings;

TRACE SOP, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 60% participation of Trace Group Hold PLC and 20% participation of PSI JSC.
Principal activities: Construction of roads, airport runways and sports fields;

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

Principal activities: Construction of highways, roads and airport runways;

METRO DRUZHBA, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 98% participation of Trace Group Hold PLC.
Principal activities: Construction of highways, roads and airport runways;

TRACE SUNNY BEACH, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS, BULGARIA — 70% participation of Trace Group Hold PLC and 30% participation of
Trace — Bourgas JSC.

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

TRACE 2012, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA - 65% participation of Trace — Bourgas JSC and 20% participation of Trace — SOFIA LTD.

Principal activities: Construction of highways, roads and airport runways;

VITOSHA 2014, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 60% participation of Trace Group Hold PLC.
Principal activities: Construction of highways, roads and airport runways;
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TRACE SVILENGRAD, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS, BULGARIA — 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,
BULGARIA — 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, BULGARIA — 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,
BULGARIA — 10% participation of Trace — Sotfia 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, BULGARIA — 30% participation of PSI JSC and 70% participation of Trace — Sofia LTD.
Principal activities: Entire construction works of buildings and construction facilities;

TRACE BYPASS VRATSA, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS, BULGARIA — 10% participation of PSI JSC and 90% participation of Trace Group Hold
PLC.

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

TRACE KAZANLAK, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 40% participation of PSI JSC and 60% participation of Trace — Sofia LTD.
Principal activities: Construction of residential and non-residential buildings;

TRACE AIR, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 15% participation of PSI JSC and 80% patticipation of Trace Group Hold PLC.
Principal activities: Construction of highways, roads and airport runways;

TRACE BYPASS MONTANA, 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 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;

TRACE YAMBOL, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 67% participation of PSF Mostinzhenering JSC and 1% participation of Rodopa Trace
LTD.

Principal activities: Other specialised construction activities, not classified anywhere else;
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PARK YAVOROV, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 10% participation of Trace — Sofia LTD and 90% participation of Trace Group Hold PLC.

Principal activities: Construction of highways, roads and airport runways;

TRACE CENTER, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 30% participation of PSI JSC and 70% participation of Trace Group Hold PLC.

Principal activities: Construction of highways, roads and aircraft runways;

ZAGORE, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 51% participation of Trace Group Hold PLC.
Principal activities: Consulting activities in the fields of business and other management;

LYUBIMETS — 2013, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 49% participation of Trace — Sofia LTD and 51% participation of PSF Mostinzhenering
JSC.

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

SMOLYAN — SOUTH, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 10% participation of Rodopa Trace LTD and 60% participation of Trace Group Hold PLC.

Principal activities: Construction of highways, roads and aircraft runways;

TRAPEZICA, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 95% participation of Trace Group Hold PLC.
Principal activities: Construction of highways, roads and aircraft runways;

TRACE INFRA, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 20% participation of Infrastroj LTD and 80% participation of Trace Group Hold PLC.
Principal activities: Construction of highways, roads and aircraft runways;

PS 2014, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS, BULGARIA —
70% participation of PSI JSC.
Principal activities: Construction of highways, roads and aircraft runways;

TMA, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS, BULGARIA —
35% participation of Trace — Sofia LTD and 65% participation of Trace — Bourgas JSC.

Principal activities: Construction of other premises, which are not classified anywhere else;

TRACE VITOSHA, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 80% participation of Trace Group Hold PLC and 20% participation of Trace — Sofia LTD.
Principal activities: Construction of highways, roads and aircraft runways;

TSARIGRADSKO, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 95% participation of Trace Group Hold PLC.

Principal activities: Construction of highways, roads and aircraft runways;

CHEPELARE, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 51% participation of Trace Group Hold PLC.

Principal activities: Construction of highways, roads and aircraft runways;
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LOVECH 2010, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 60% participation of PSI JSC.
Principal activities: Construction of highways, roads and aircraft runways;

TRACE PRIBOR, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 51% participation of Trace Group Hold PLC, 18% participation of Infrastroy LTD and 1%
participation of PSI JSC.

Principal activities: Construction of highways, roads and aircraft runways;

PIBI — MARK, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 51% participation of PSI JSC.

Principal activities: Construction of highways, roads and aircraft runways;

MARKIROVKA (MARKING) 2014, A COMPANY UNDER THE LAW ON OBLIGATIONS AND
CONTRACTS, BULGARIA — 70% participation of Trace Group Hold PLC.

Principal activities: Construction of highways, roads and aircraft runways;

SAMARA 2015, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 70% participation of Trace Group Hold PLC.
Principal activities: Construction of other facilities, not classified anywhere else;

GABROVO CENTAR, A COMPANY UNDER THE LAW ON OBLIGATIONS AND CONTRACTS,
BULGARIA — 50% participation of PSI JSC.
Principal activities: Construction of highways, roads and aircraft runways;

® Through its subsidiary “Trace PZP Nis” AD (PLC), “Trace Group Hold” PLC acquired the road
construction entity PZP — Vranje, located on the territory of the Republic of Serbia. The changes in the
legal status and the representation of PSP — Vranje were registered in the Registration Agency of the
Republic of Serbia on 29.01.2015. The new corporate name of the entity is Trace PZP Vranje DOO Vranje
(Trace PZP Vranje OOD (LTD) Vranje). The entity is registered with capital, amounting to 378 010 000
RSD, of which 10 000 Serbian Denars are cash contribution, and 378 000 000 RSD are non-cash
contribution. Capital owner of “Trace PZP Vranje” OOD (LTD), Vranje is “Trace PZP Nis” AD (PLC)
Nis.

» Patna Signalizatsia i Saorazhenia” JSC was restructured on 17.02.2015, through merger in “PSI” JSC. All
assets of the merging entity are transferred to the Acquiring entity. The merging entity is dissolved, without
liquidation proceedings, and the Acquiring entity becomes its universal successor. The capital of “PSI” JSC
is increased from 5206 950 BGN to 5507 955 BGN, by the issue of 6 689 new ordinary, non-bearer,
unprivileged shares, entitled to one vote, with liquidation share, at nominal value of 45.00 BGN each. The
sole shareholder of the merging company — “Trace Group Hold” PLC — is holder of the shares from the
capital increase of the acquiring company

= A transfer or part of the entity “Trace Trans” LTD, UIC 147191549 was registered on 22.04.2015 in the
Commercial Registry, as follows: “Trace Trans” LTD transfers the ownership rights over a real part of the
commercial entity, namely the activities “Rents and property management”, as a set of rights, liabilities and
actual relations, which have occurred in the execution of the until now activities of Trace Group Hold PLC.

= As of 22.10.2015, Construction Company Trace PLC is in process of liquidation. The deadline for
completion of the liquidation procedure is 6 months.

* During the current year, 5 new entities, under the Law on Obligations and Contracts were created
together with partners — entities in the Group, as well as external companies. The newly established entities
are executors under construction contracts, awarded under Public Tenders.
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Statement of compliance

The Group prepares its Financial Statements in compliance with the International Financial Reporting

Standards (IFRS).

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

Changes in the Accounting Policy

The accounting policy, applied in the current financial reporting period, is consistent with the accounting
policy, applied in the prior reporting period.

The Group has not conducted any changes in the accounting policies applied with regards to the adoption
of all new and / or revised IFRS, effective for the current reporting period, beginning on 01.01.2015, as
during the period there have not been any items or transaction, which to have been affected by the
revisions and amendments of the IFRS. The effect of the changes in the IFRS on the Group relate only to
the introduction of new, or broadening of the existing disclosures, and presentations of the Financial
Statements, without this having effect over the amounts, reflected in the later. As at the date on which this
Consolidated Financial Statements were authorized for issue, the following amendments and revisions of
the enacting Standards have come in effect:

Standards and Interpretations that have come in effect in the current reporting period

The disclosed hereafter Standards and / or amendments to existing Standards and Interpretations,
published by the International Accounting Standards Board (IASB), and endorsed by the EU, have come in
effect for the current reporting period:

Amendments to different Standards “Tmprovements to IFRS (2011 — 2013 ¢ycle)”, resulting from the Annual
Improvements to IFRS projects (IFRS 1, IFRS 3, IFRS 13 and IAS 40), mainly targeting to eliminate
discrepancies and provide clarifications of wording — endorsed by the EU on 18.12.2014 (the amendments
will be applied for annual periods, beginning on or after 01.01.2015),

Amendments to different Standards “Improvements to IFRS (2010 — 2012 ¢ycle)”, resulting from the Annual
Improvements to IFRS project (IFRS 2, IFRS 3, IFRS 8, IFRS 13, IAS 16, IAS 24 and IAS 38, mainly
targeting to eliminate discrepancies and provide clarifications of wording — endorsed by the EU on
17.12.2014 (the amendments will be applied for annual periods beginning on or after 01.02.2015),

Amendments to LAS 19 “Employee Benefits” — Defined Benefit Plans: Instalments by employees — endorsed by the EU
on 17.12.2014 (effective for annual periods beginning on or after 01.02.2015).

Standards and Interpretations, published by the IASB and endorsed by the EU, but not yet
effective

The following Standards and amendments to existing Standards and Interpretations were published by the
International Accounting Standards Board (IASB), and endorsed by the EU, as at the date of authorization
for issue of these Financial Statements, but are not yet effective:

Amendments to IFRS 11 “Joint Arrangements” — Accounting for Acquisition of Interests in Joint Operations — endorsed
by the EU on 24.11.2015 (effective for annual periods beginning on or after 01.01.2016),

17



“TRACE GROUP HOLD” PLC TR CE
Consolidated Financial Statements for the year ended 31.12.2015

Amendments to LAS 1 “Presentation of Financial Statements” — Disclosure Initiative — endorsed by the EU on
18.12.2015 (effective for annual periods beginning on or after 01.01.2016),

Amendments to LAS 16 “Property, Plant and Equipment” and 1LAS 38 “Non-current Assets” — Clarifications for
Acceptable Depreciation and Amortization — endorsed by the EU on 02.12.2015 (effective for annual periods
beginning on or after 01.01.2016),

Amendments to LAS 16 “Property, Plant and Equipment” and LAS 41 “Agriculture” — Agriculture: Bearer Plants —
endorsed by the EU on 23.11.2015 (effective for annual periods beginning on or after 01.01.2016),

Amendments to LAS 27 “Separate Financial Statements” — Equity Method in Separate Financial Statements — endorsed
by the EU on 18.12.2015 (effective for annual periods beginning on or after 01.01.2016),

Amendment to different Standards “Tmprovement to IFRS (2012 — 2014 ¢ycle)”, resulting from the annual
Improvements to IFRS project (IFRS 5, IFRS 7, IAS 19 and IAS 34), targeting mainly to eliminate
discrepancies and clarify the wording — endorsed by the EU on 15.12.2015 (the amendments shall be
applied for annual periods beginning on or after 01.01.2016).

Standards and Interpretations, published by the IASB, which have not yet been endorsed by the
EU

The Management believes that it is appropriate to disclose the following new and / or revised Standards,
new Interpretations and amendments to existing Standards, which as at balance sheet date have been
published by the International Accounting Standards Board (IASB), but have not yet been approved for
adoption by the European Commissions, and therefore have not been taken into account in the preparation
of this set of Consolidated Financial Statements. The effective dates shall depend on the European
Commission’s decision for approval of their application.

The parent’s Management anticipates that the adoption of these Standards, amendments to existing
Standards and Interpretations, will not have a material effect over the Consolidated Financial Statements of

the Group for the reporting period of their initial adoption.

IFRS 9 “Financial Instruments” (effective for annual periods beginning on or after 01.01.2018),

IFRS 14 “Regulatory Deferral Accounts” (eftective for annual periods beginning on or after 01.01.2016),

IFRS 15 “Revenue from Contracts with Customers” (effective for annual periods beginning on or after
01.01.2018),

IFRS 16 “Leases” (effective for annual periods beginning on or after 01.01.2019),
Amendments to IFRS 10 “Consolidated Financial Statements” and LAS 28 “Tnvestments in Associates and Joint

Ventures” — Sale or Contributions of Assets between an Investor and its Associate or Joint Venture
(postponed indefinitely),

Amendments to IFRS 10 “Consolidated Financial Statements”, IFRS 12 “Disclosure of Interests in Other Entities” and
LAS 28 “Tnvestments in Associates and Joint Ventures” — Investment entities: Applying the Consolidation
Exception (effective for annual periods beginning on or after 01.01.2016),

Amendments to LAS 12 “Tncome Taxes”: Recognition of Deferred Tax Assets for Unrealised Losses — (effective for
annual periods beginning on or after 01.01.2017).
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Consolidation basis
The Group prepares the Consolidated Financial Statements in compliance with the requirements of IFRS
10 Consolidated and Separate Financial Statements.
The Group includes “Trace Group Hold” PLC, the parent, and its subsidiaties.
A subsidiary is an entity, including an unincorporated entity, such as a partnership, that is controlled by
another entity (known as the parent).
Non-controlling interest is an entity’s equity that is not attributable, directly or indirectly, to the parent.
The Financial Statements of the parent and of its subsidiaries, 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 owners of
the parent and to the non-controlling interests, even if this results in the non-controlling interests having a
deficit balance.
Changes in the parent’s ownership interest in a subsidiary that do not result in a loss of control are
accounted for as equity transactions (i.e. transactions with owners in their capacity 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 or
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
approptiate, as the cost, on the initial recognition, of an investment in an associate or a jointly controlled
entity.

Associates

Associates are entities over which the Group has significant influence, evidenced by the power to
participate in the financial and operating policy decisions of the entity in which the Group has invested
(investee), but without exercising control or joint control of those policies. Usually, significant influence is
associated with an ownership, direct or indirect, of between 20% and 50% of the voting shares.
Investments in associates are accounted under the equity method and are initially recognized at acquisition
cost.

The carrying amount, in the Consolidated Statement of Financial Position, is increased, or decreased, as to
recognize the investor’s share of the profit or loss of the associate, after the date of acquisition. The
Group’s share of the associate’s profit or loss is recognized in profit or loss, in the Consolidated Statement
of Comprehensive Income. Distributions (of dividends) received from an associate, reduce the carrying
amount of the investment. The carrying amount of the investment is also adjusted and subsequent to
changes in the Group’s proportionate interest in the associate (investee), arising from changes in the
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investee’s Other Comprehensive Income. The Group’ share of these changes is recognized in the Group’s
Other Comprehensive Income.

Unrealized gains, resulting from transactions between the Group and its associates, are eliminated to the
amount of the Group’s share in the associate. Unrealized losses are also eliminated, unless the economic
transaction does not give evidence of impairment of the transferred assets. Where needed, the associates’
accounting policy is amended in accordance with the adopted by the Group accounting policy.

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 prior 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 fair value at
acquisition, which, in conformance with the Group’s accounting policy, serves as a basis for subsequent
measurement. Goodwill is recognized after identifying all identifiable intangible assets and it represents the
excess of cost over the fair value of the Group’s share of the identifiable net assets of the acquired
company, as at acquisition date. Any excess of the identifiable net assets over the acquisition cost is

recognized, immediately after the acquisition, in profit or loss.

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

Current and Non-current Assets
The Group classifies an asset as current, when that asset satisfies any of the following criteria:
e The Group expects to realize the asset, or intends to sell or consume it, in its normal operating
cycle;
e The Group holds the asset primarily for the purpose of trading;
e The Group expects to realize the asset within twelve months, after the reporting period;
e 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 period.
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 historic cost,
modified by the conducted revaluations, announced 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 certified appraisers, 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. On acquisition, each item of property, plant and equipment is valued
at its acquisition cost, as determined in compliance with the requirements of IAS 16.

20



“TRACE GROUP HOLD” PLC TR cE
Consolidated Financial Statements for the year ended 31.12.2015

In conformance with IAS 16, the Group has adopted the practice to recognize each item of property, plant
and equipment at acquisition cost, less the accumulated depreciation and the accumulated impairment
losses.
Subsequent costs, relating to an item of property, plant and equipment, are recognized as an increase in the
carrying amount of the asset, if the recognition principle, under IAS 16, has been applied.
The expenses for the day-to-day “repairs and maintenance” of property, plant and equipment are
recognized in profit or loss, as incurred.
The carrying amount of an item of property, 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 derecognition of an item of property, plant and equipment is included in
profit or loss when the item is derecognized, unless IAS 17 requires otherwise on a sale and leaseback.
Gains or losses, arising from 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 that were held for rentals to others, the Group transfers such assets to inventories, at their
carrying amount, when they cease to be rented and become “held for sale”. In accordance with IAS 18
Revenue, proceeds from the sale of such assets are recognized as revenue. IFRS 5 does not apply when
assets that are held for sale in the ordinary course of activities are transferred to inventories.
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 each financial year-end, and if expectations
differ from previous estimates, the changes are accounted for as a change in the accounting estimates, in
accordance with IAS 8 Accounting Policies, Changes in Accounting Hstimates and Errors.
Depreciation begins when the property, plant and equipment are available for use, in the location and
condition, necessary for it to be capable of operating, in the manner intended by Management.
Depreciation of the assets ceases at the eatlier 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 when the asset becomes idle or is retired from active use.

The average useful life, in years, of the main groups of Non-current Tangible Assets is as follows:

Group of Non-current Tangible Assets Years
Buildings 50

Plant 25
Machinery, production between 10 and
machinery and equipment 20

Transport vehicle, excluding motor vehicles (cars) 15

Motor vehicles (cars) between 7 and 10
All other depreciable assets 7

Impairment of Property, Plant and Equipment
In conformance with the requirements of IAS 306, an assessment is conducted at the end of each reporting
period, on whether there are any indications that the value of an item of Property, plant and equipment
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may be impaired. If any such indications exist, the recoverable amount of the asset is estimated and the

impairment loss is determined.

Investment Property
In compliance with IAS 40, land and / or buildings, and / or parts of buildings, held mainly with the
purpose to earn rentals or for capital appreciation, or both, are recognized as investment property. A
property that is being constructed or developed for future use as an investment property is also recognized
as investment property.
An investment property is recognized as an asset if, and only if it is probable that the future economic
benefits that are associated with it, will flow to the entity 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 a view to sale — for transfers from Investment property to
Inventories;

e end of owner-occupation — for transfers from owner-occupied property to Investment property;

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 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 entering into a finance lease) or when
the investment property is permanently withdrawn from use and no future economic benefits are expected
from its disposal. In determining the date of disposal of an investment property, the criteria in IAS 18 for
recognizing revenue from sales 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 property, 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 retitement, or disposal, unless IAS 17 requires otherwise on a sale or
leaseback.

Impairment of Investment Property
In conformance with the requirements of IAS 306, an assessment is conducted at the end of each reporting
period, on whether there are any indications that the value of investment property may be impaired. If any
such indications exist, the recoverable amount of the investment property is estimated and the impairment
loss is determined.
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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, and only if it is probable that the expected future economic benefits
that are attributable to the asset will be obtained and the cost of the asset can be measured reliably.
Intangible assets are initially measured at cost.
The cost of a separately acquired intangible asset is determined in conformance with IAS 38 and comprises:

- its purchase price, import duties and non-refundable purchase taxes, after deducting trade
discounts and rebates;
And

- Any directly attributable cost of preparing the asset for its intended use.
The cost of an intangible asset, acquired in exchange for a non-monetary asset, is measured at fair value,
unless:

- the exchange transaction lacks commercial substance;
Or

- The fair value of neither the asset received, nor the asset given up, is reliably measurable.
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 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, ie. 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 accordance with IFRS 5
And

- The date that the asset is derecognized.
The average useful life, in years, of the main groups of intangible assets, subject to amortization, is as

follows:

Group of Intangible Assets Years
Computers, peripheral devices, software 5

All other assets, subject to amortization 7
Assets with finite useful life under contract
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Impairment of Non-current Intangible Assets
In conformance with the requirements of IAS 306, an assessment is conducted at the end of each reporting
period, on whether there are any indications that the value of non-current intangible assets may be
impaired. If any such indications exist, the recoverable amount of the non-current intangible assets is
estimated and the impairment loss is determined.

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:
e 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:
e a non-derivative for which the entity is, or may be, obliged to receive a variable number of the
entity’s equity instruments; or
e 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 — assets are classified, in conformance with the requirements of IAS 39, in the
following categories:
e Financial assets at fair value through profit or loss
o Financial asset, held for trading
o Financial asset, designated on its initial recognition by the entity at fair value through profit
or loss.
e Held-to-maturity investments
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, the entity becomes a party to the contractual provisions 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:
o 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
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equity instruments, or such which must be settled by a transfer of such unquoted equity instruments, which
are measured at cost.
e Atamortized cost, using the effective interest rate method
- Loans and receivables;
- Held-to-maturity investments.

Gains and losses from financial assets

e 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, measured using the effective interest rate method, is recognized in the Income Statement.
Dividends from own equity instruments, which are 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:
e the contractual rights over the cash flows from that financial asset have expired; or

e it transfers the financial asset, when the contractual rights to receive cash flows from that financial
asset are transferred, or the contractual rights to receive cash flows from that financial asset are
retained, but the Group has assumed a contractual obligation, under an agreement, to pass cash
flows on to one or more recipients and the transfer satisfies the derecognition criteria, as set under

IAS 39.

Derecognition conditions:

e  When the Group transfers financial assets, it then determines the extent to which it will retain the
risks and rewards of the ownership of the financial assets:

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

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

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

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

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

When a financial asset is derecognized, the difference between:
a) its net book value; and
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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.

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 original effective
interest rate for that financial asset (iLe. 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 Available-for-sale Financial Assets

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 or 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 currency 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.
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The Group has adopted the policy to carry 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.

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 in the Financial assets’
categories. These include:

- The amounts of income tax recoverable, relating to the taxable profit / taxable loss for the period,
and the amounts, paid with regards to the current and the prior period, exceeding the payable amounts.

- The amount of unused tax credit and off-setting after the balance sheet date, and the amounts paid
with regards to the current and prior periods that exceed the payable amounts for other taxes.
Current tax assets for the current, and prior reporting periods, are measured at the amount, expected to be
recovered 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.

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 (work in progress);

- Inventories, consumed in the production process or in the rendering of services (materials, raw
materials).
Inventories are valued at the lower of cost and net realizable value.
The cost of inventories comprises all costs of purchase, costs of conversion and other costs incurred in
bringing the inventories to their present condition and location.
The 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.
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The costs of conversion of inventories include direct 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 normal 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 incurred.

Other costs atre 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 are 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 rendered services

Inventories are included in the cost of the rendered services, to the extent to which such are consumed in
the provision of services. These costs consist primarily of labour and other costs, incurred in respect of the
personnel, directly engaged in providing the service, including supervisory personnel, and the attributable
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 to be incurred to make 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 circumstances that
previously caused inventories to be written down below cost no longer exist, or when there is clear
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 carrying 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 and all losses of inventories, are recognized as an expense in the period when the write-
down or loss occurs. The amount of any reversal of any write-down of inventories, arising from an increase
in net realizable value, is recognized as a reduction in the amount of inventories, recognized as an expense
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.
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Held for Sale Assets
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 for any initial or subsequent write-down of the assets held for sale.
In compliance with IAS 36 and IFRS 5, gains from any subsequent increase in fair value, less costs of sale
of assets, held for sale, are recognized to the cumulative impairment loss, accrued in respect of that asset.

Equity

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

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

registration of Trace Group Hold PLC; and

e Redeem treasury shares— presented at their acquisition cost.
If the Group re-acquires 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 entity’s equity
instruments is recognized. Such redeemed treasury shares can be acquired, or held by the Group’s, or by
other members of the consolidated Group. The remuneration paid or received is recognized directly in
equity capital.
When issuing or acquiring its own equity instruments, the Group incurs various expenses. Usually, such
expenses include registration and other statutory fees, legal charges, accounting and other professional
consulting charges and other similar. In a capital transaction, the transaction costs are accounted as a
reduction in equity (net of any preferences associated with income tax) to the extent to which such are
additional costs, directly related to the capital transaction, which would otherwise have been avoided. The
cost related with a capital transaction, which was terminated without completion, 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 currency.

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

Financial result, including:

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

Profit / loss for the petiod.

Current and Non-current Liabilities
A liability is classified as current when it satisfies any of the following criteria:
e The entity expects to settle the liability in its normal operating cycle;
e The entity holds the liability primarily for the purpose of trading;

e The liability is due to be settled within twelve months after reporting period;
Or
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e The entity does not have unconditional rights to defer the settlement of the liability for at least
twelve months after the reporting period.

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

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

e an agreement to refinance, or to reschedule payments, on a long-term basis, is completed after the

reporting period and before the Financial Statements are authorized for issue.

Financial Liabilities
When recognizing Financial liabilities, the entity 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; or
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:
e anon-derivative for which the entity is, or may be obliged to deliver a variable number of the
entity’s own equity instruments; or
e 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 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, liabilities are classified in the
following categories:
e Tinancial 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
e Financial liabilities at amortized cost
e Financial liabilities are recognized in the Statement of Financial Position when the entity, within the
Group, becomes a party to the contractual terms of the instrument.
On initial recognition, financial liabilities are measured at fair value plus, in the case of financial liabilities
that are not measured at fair value though profit or loss, the transaction costs that are directly attributable
to the acquisition, or to the issue, of the financial liability.

Subsequent measurement of financial liabilities
o 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
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Financial liability gains and losses ate recognized:
e TFinancial liability gains and losses, classified as carried at fair value thought profit or loss, are
recognized in the Income Statement;
e Financial liability 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 derecognised when that is settled — i.e. 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 are carried at
their cost, estimated on recognition.
Credits and payables with fixed maturity are measured at amortized cost.

Tax Liabilities

The current tax liabilities of the entity do not arise from contractual relations and are not classified as
Financial liabilities. These include:

- Current income tax, for the current and prior reporting period, is recognized as a liability to the

extent that such is not paid.

- Current tax liabilities under other tax laws.
Current tax liabilities for the current and prior reporting periods are measured at the amount expected to be
paid by 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 entities, within the Group, in return for past or
future compliance with certain conditions, relating to the operating activities of those entities. They exclude
those forms of Government assistance, which cannot reasonably have a value placed upon them and
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,
within 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 in profit or loss, on a systematic and
rational basis, over the useful life of the asset.
Government grants related to income are classified as deferred income that is recognized as profit at the

time when the expenses, in respect of which they are received, are recognized.
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Liabilities to the Personnel and Provisions for Long-term Employee Benefits
The labour and social security relations with the employees and the personnel of the Group follow on the
provisions of the Labour Code and the provisions of the enacting social security legislation.
The employer’s fundamental obligation is to pay the compulsory social security contributions with regards
to the hired personnel, namely contributions to the pension, health insurance and unemployment funds.
The amounts of the social security contributions are explicitly defined by the 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 a 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
respective employees has rendered services related to these benefits or has satisfied the requisite conditions)
are recognized as an expense in the Income Statement for the period in which labour, related to these
benefits was provided, or the requirements for their receipt were satisfied, 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, entitled, accumulated leave. The assessment includes the expenses, related to these
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 petiod of their employment in the entity and may
vary between 2 and 6 gross monthly salaries, 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
Financial Statements’ date.

Provisions
Provisions are liabilities of uncertain timing or amount.
In accordance with the requirements under IAS 37, provisions are recognized when there is present
obligation, legal or constructive, as a result of past events.
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 the 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
e a5 a result, the Group has created 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;
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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 period and are adjusted to reflect the current best

estimate.

Liabilities, Held for Sale, IFRS 5
In compliance with the requirement of IFRS 5, the Group classifies the liabilities, included in “retirement
from use” groups, as Liabilities held for sale. The liabilities are measured in accordance with the
requirements of IFRS 5.

Deferred Tax Assets and Deferred Tax Liabilities
Deferred tax assets and 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.
At the end of each reporting period, the Group reassesses the unrecognized deferred tax assets. The Group
recognizes unrecognized, in prior periods, deferred tax assets ,to the extent that it has become probable
that future taxable profit will allow the deferred tax asset to be recovered.
The carrying amount of 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 profit will be available 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 should be measured at the tax rates that are expected to apply for the
period when the asset is realized, or the liability is settled, based on tax rates (and tax laws), enacted or
expected to enact as at the end of the reporting period.
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 period, the
Group recognizes all elements of income and expenses in profit or loss.
Some IFRS define circumstances, under which 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.
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Expense
The Group records, on a current 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, arising 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 carried at the fair value of the consideration received 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:

the significant risks and rewards of ownership of the goods and production are transferred 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;
e 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.
When the outcome of a transaction involving the rendering of services can be estimated reliably, 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 entity;
e the stage of completion of the transaction, at the end of the reporting period, can be measured
reliably; and
e the costs incurred in respect of the transaction and the costs to complete the transaction can be
reliably measured;
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.
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Revenue arising from interest, royalties and dividends is recognized when:
e it is probable that the economic benefits, associated with the transaction, will flow to the entity;
and
e the amount of the revenue can be reliably measured.

Revenue is recognized 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 shareholder’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 periods. 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 appropriate 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 such information is available —
corresponds 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).

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
sector, 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

35



“TRACE GROUP HOLD” PLC TR CE
Consolidated Financial Statements for the year ended 31.12.2015

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 Bulgatia,
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 risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes
in the market interest rates.
Other price risk
The risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes
in the market prices (other than those, arising from 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.

Effects of Changes in Foreign Exchange Rates
The functional currency of the Group is the Bulgarian Levs (BGN).
The presentation currency is the Bulgarian Levs (BGN).
The amounts, presented in the Financial Statements, are in thousands of Bulgarian 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 Bulgarian 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, stated under IAS 21, of foreign exchange gains
or loss, arising in respect of 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 occurred, the foreign exchange
difference is recognized, wholly, in that period. However, when the transaction is settled in a subsequent
accounting period, the foreign exchange difference, recognized in each intermediate period until the date of
settlement, is determined by the change in the exchange rates during each period.
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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 requites the revalued amount to be translated using the rate, at
the date when the value is determined, resulting in an exchange difference that is also recognized in Other
Comprehensive Income.

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

In these Financial Statements, foreign currency items as at 31 December 2015, are valued at the closing
exchange rate of the Bulgarian National Bank (BNB).

Fair Value

IFRS 13 is applied, when other IFRSs require, or permit fair value measurement, or disclosures of fair value
measurement.
Fair value is the selling price of an asset, or the transfer cost of a liability, at the valuation date, under
ordinary transactions between market participants.
If fair value is required or permitted by other IFRSs, the fair value measurement framework, described in
IFRS 13, applies on both initial and subsequent measurement.
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 shall measure 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 best
economic interest.
When measuring fair value, the Group shall take 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
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.

Fair value measurement assumes that the asset or liability is exchanged in an ordinary transaction between
market participants, to sell the asset or transfer the liability at the measurement date, under current market
conditions.
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 shall represent 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 received to assume the liability (an entry price).
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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 will equal the fair value. When determining
whether fair value at initial recognition equals the transaction price, the Group shall take into account
factors, specific to the transaction, as well as to the asset or liability. If another IFRS requires or permits the
Group to initially measure an asset or a liability at fair value, and the transaction price differs from the fair
value, the Group shall recognise the resulting gain or loss in profit or loss, unless that IFRS specifies
otherwise.

Valuation techniques

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

Hypotheses, employed in the valuation technique

Valuation techniques, used to measure fair value, employ the most relevant observable inputs and avoid to

minimum the use of unobservable inputs.

Accounting Assumptions and Accounting Estimates
As a result of the uncertainties, inherent in business activities, many items in Financial Statements cannot
be measured with precision but can only be estimated. Estimations involve judgments based on the latest
available, reliable information.
The use of reasonable estimates is an essential part in the preparation of Financial Statements and does not
undermine their reliability. Application of the International Financial Reporting Standards requires
Management to apply certain accounting assumptions and accounting estimates in the preparation of the
Financial Statements and in the 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 period. The actual results
could differ from those presented in the Financial Statements.
An estimate may need revision, if changes occur in the circumstances on which the estimate was based or
as a result of new information, or more experience gained. Revision of an estimate does not relate to prior
periods and is not correction of an error.
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 in the period of the change, if the change affects that period only, or in the period of the change and
future periods, if the change affects both.
To the extent that a change in the accounting estimates gives rise to changes in the assets and liabilities, or
relates to an item of equity, it shall be recognized by adjusting the carrying amount of the related asset,
liability or equity item in the period of the change.

Errors
Prior period errors are omissions from, and misstatements in, the entity’s Consolidated Financial
Statements for one or more prior periods, arising from a failure to use, or from the misuse of, reliable
information that:
e was available when Financial Statements for those periods were authorized for issue; and
e could have been obtained and taken into account in the preparation and presentation of those
Financial Statements, had reasonable efforts been put.
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Such errors include the effects of mathematical mistakes, mistakes in applying accounting policies,
oversights or misinterpretations of facts, and fraud.
In accordance with IAS 8, errors can arise in respect of the recognition, measurement, presentation or
disclosure of elements of the Financial Statements. Potential current period errors, discovered in that same
period, are corrected before the Financial Statements are authorized for issue. However, errors are
sometimes not discovered until a subsequent period, and these prior period etrrors are corrected.
The Group corrects material prior period errors, retrospectively, in the first set of Financial Statements,
authorized for issue, after such errors are discovered, by:
e restarting the comparative amounts for the prior presented period(s) in which the error occurred;
or
e if the error occurred before the earliest prior period presented - restating the opening balances of
assets, liabilities and equity for the eatliest prior petiod presented.
A prior period error is corrected by a retrospective restatement, except to the extent that it is impracticable
to determine either the period-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 related parties,
regardless of whether or not any price is charged.

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 finance leases, under which the Group is lessee
At the commencement of the lease term, a finance lease is recognized as an asset and liability in the
Statement of Financial Position, at amounts equal to the fair value of the leased property, ot, if lower, at the
present value of the minimum lease payments, each determined at the inception of the lease. The discount
rate to be used in calculating the present value of the minimum lease payments, is the interest rate, implicit
in the lease, if this is practicable to determine; if not — the lessee’s incremental borrowing rate is used. Any
initial direct costs of the lessee are added to the amount recognized as an asset.
Minimum lease payments are apportioned between the finance charge and the reduction of the outstanding
liability. The finance charge shall be allocated to each period during the lease term so as to produce a
constant periodic rate of interest on the remaining balance of the liability. Contingent rents are charged as
expenses in the periods in which they are incurred.
The depreciation policy for depreciable, leased assets is consistent with that for depreciable assets that are
owned, and the depreciation recognized is calculated on the basis, determined in the IAS that regulate that
respective type of assets. If there is no reasonable certainty that the Group will obtain ownership by the end
of the lease term, the asset is fully depreciated over the shorter of the lease term and its useful life.
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Recognizing and reporting operating leases, under which the Group is lessee

Lease payments under an operating lease are recognized as an expense in the Income Statement, on a
straight-line basis over the lease term, unless another systematic basis is more representative of the time
that the entity uses the benefits of the leased asset.

Recognizing and reporting finance leases, under which the Group is leasor

The Group recognizes in its Statements the assets, held under a finance lease, and presents them as
receivables 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 at the commencement of the finance lease term by the leaser, 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 operating leases, under which the Group is leasor

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

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

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

The depreciation policy for depreciable leased assets is conducted in consistency with the leaser’s normal
depreciation policy for similar assets, and depreciation is calculated in accordance with the IAS, regulating
that respective type of assets.

Agreements for the Construction of Real Estate
In accordance with IFRIC 15, determining whether an agreement for the construction of 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 circumstances. Such a determination requires judgment with respect to each agreement.
An agreement for the construction of real estate, in which buyers have only limited ability to influence the
design of the real estate, for example to select a design from a range of options specified by the entity, or to
specify only minor variations to the basic design, is an agreement for the sale of goods, 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.
Agreement for the sale of goods, if the Group is required to provide services, together 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.
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- The Group may transfer to the buyer control and the significant risks and rewards of ownership 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 that is already delivered to the buyer, it
shall recognize a liability and an expense, in accordance with IAS 18. The liability shall be measured in
accordance with IAS 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 real estate’s design, before construction begins,
and/or specify major structural changes once construction is in progress (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 IAS 18.

A construction contract is a contract, specifically negotiated for the construction of an asset, or 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.

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 under the contract;

and

- variations in the construction works, payment of claims and incentives, to the extent that it is probable
that such will result in generated revenue and that they can be 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 period to the next.

Contract costs comptise of:

e costs that relate directly to the specific contract:

- on site labour costs, including site supervision;

- costs of materials, used in construction;

depreciation of the plant and equipment, consumed in the execution of the contract;
- costs of moving plant, equipment and materials to and from the contract’s 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 maintenance works, including expected warranty costs;
- claims from third parties
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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.
e costs that ate attributable to contract activity in general and can be allocated to the specific contract:
- insurance;
- costs of design and technical assistance that are not directly related to a specific contract; and
- construction overheads.
e other costs that can be specifically chargeable to the customer under the terms of the contract, may
include some general administrative costs and development costs, whose reimbursement is specified in the
terms of the contract;
Contract costs include the costs attributable to a contract for the period from the date of securing the
contract to the final completion of the contract. However, 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 administrative costs, the reimbursement of which is not specified under the contract’s

terms and conditions;
e sclling costs;

e research and development costs , the reimbursement of which is not specified under the contract’s
terms and conditions; and

e depreciation of idle machinery, plant and equipment that is not used in 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,
by reference to the stage of completion of the contract activities at the end of the reporting period.
Expected losses under the construction contracts shall be recognized as an expense immediately.
Incurred contract costs that relate to future activities under the contract are recognized as assets, 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 progress.
The stage of completion of a contract may be determined by:

e the proportion that contract costs, incurred for the work performed to date, bear to the estimated

total contract costs;

e surveys of the work performed; or

e 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 incurred contract costs

shall be recovered; and

e contract costs shall be recognised as an expense in the period in which they are incurred.
When it is probable that total contract costs will exceed the 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.
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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
e those that are indicative of conditions that arose after the reporting period (non-adjusting events
after the reporting period).
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 borrowing 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.
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 measured reliably.
The borrowing 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 following conditions are satisfied for the
first time:
e cxpenditures are incurred for the asset;
e cxpenditures are incurred under the borrowed funds; as well as
e actions that are necessary to prepare the asset for its intended use or sale are undertaken.
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 substantially all the activities, necessary to prepare the

qualifying asset for its intended use or sale, are completed.
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Contingent Assets and Contingent Liabilities
A Contingent liability is:

e a possible obligation 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 wholly
controlled by the Group; or

e apresent obligation that arises from past events, but is not recognized because:

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

o 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 Contingent liabilities are not recognized.

Statement of Cash Flows
The Group has adopted the policy of reporting and presenting cash flows, in the Statement of Cash Flows,
using the direct method.
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 The total Comprehensive income for the period, presenting separately the total amounts,
attributable to the owners of the parent and to the non-controlling interests;
e For each component of equity — the effects of retrospective application or restatement, recognized
in accordance with IAS 8; and
e For each component of equity — a reconciliation between the carrying amount at the beginning and
the carrying amount 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 of owners, showing separately the
contributions by and the distributions to the owners, and the changes in the ownership.
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ADDITIONAL EXPLANATORY NOTES ON ITEMS IN THE FINANCIAL STATEMENTS
1. Consolidated Statement of Financial Position

1.1. Property, Plant and Equipment

Lands  Buildings  Plant Machinery Transport  Other  Capitalized Total
and vehicles assets expenses
equipment
Book value
Balance as at 31.12.2013 14 633 3897 2640 52293 25300 2460 2951 104174
Acquired 611 2325 2438 3475 1701 630 189 11 369
Disposed (132) (11) (15) (375) (473) (172) (71) (1249)
Effects of cutrency translations - - - - “ @) - (6)
Balance as at 31.12.2014 15112 6211 5063 55393 26 524 2916 3069 114 288
Acquired 2076 2482 1133 4 575 1842 1095 418 13 621
Disposed - (12) - (291) (571) (70) (343) (1287)
Effects of currency translations @) (14) (13) (10) 35 @ - (10)
Balance as at 31.12.2015 17 181 8 667 6183 59 667 27830 3940 3144 126612
Depreciation
Balance as at 31.12.2013 - 1010 981 2227 13 684 1539 - 39 485
Acquired - 103 250 3533 2792 275 - 6953
Disposed - “ (15) (211) (325) (137) - (692)
Effects of cutrency translations - 4 1 3) - 5) - 3)
Balance as at 31.12.2014 - 1113 1217 25 590 16 151 1672 - 45743
Acquired - 160 449 3635 2443 394 - 7081
Disposed - 2 1) (279) (254) (63) - (599)
Effects of currency translations - @ @ €)) ®) - (11)
Balance as at 31.12.2015 - 1269 1664 28 943 18 335 2003 - 52214
Net book value
Net book value 15 112 5098 3846 29 803 10 373 1244 3069 68 545
as at 31.12.2014
Net book value 17 181 7 398 4519 30 724 9 495 1937 3144 74 398

as at 31.12.2015

® The presented book values of non-current assets, as at 31.12.2015, include fully depreciated buildings,
plants, machinery and equipment, transport vehicles and other assets, at book values as follows: 31
thousand BGN, 1 214 thousand BGN, 6 303 thousand BGN, 7 302 thousands BGN and 1 009 thousand
BGN respectively that are used in the course of the Group’s activities.

® The presented book values of non-current assets, as at 31.12.2015, include lands, buildings, machinery
and equipment, transport vehicles and costs to acquire non-current assets, at book values as follows: 5 921
thousand BGN, 2 361thousand BGN, 18 591 thousand BGN, 7 607 thousands BGN and 1 157 thousand
BGN respectively, which have mortgages and pledges in favour of commercial banks, under loan
agreements and granted bank guarantees.

® The presented book values of property, plant and equipment, as at 31.12.2015, include lands and
buildings, at book values of 1 503 thousands BGN and 3 421 thousand BGN respectively, owned by the
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subsidiaries “Trace PZP Nis” AD (PLC) and “Trace PZP Vranje” OOD (LTD). The entities have
documents, evidencing the ownership of these lands and buildings. In accordance with the New

Legalization of Sites Law, enacting in the Republic of Serbia as of 2015, these real estate are subject to

regularization / legalization. Under this law, sites that are built / constructed without use permits shall

receive use permits after the completion of the procedure for obtaining permit to use. This permit to use
is submitted in the Real estate Cadastre. In conformance to this procedure, “Trace PZP Nis” AD (PLC)
and “Trace PZP Nis” OOD (LTD) have legalized part of their sites in 2015, and in the beginning of 2016
have submitted claims for the remaining sites. These claims are being processed. Until January 2016, the

state administration had no guidelines on how the lands’ conversion procedures should be performed,

pursuant to the Land conversion Law, effective as of July 2015. Pursuant to a decision, taken after January

2016 by the state administration, the entities have submitted claims for conversion of the owned by them

lands. The entities expect a formal decision of these claims.

1.2. Non-current Intangible Assets

Rights Other Total
assets
Book Value
Balance as at 31.12.2013 1996 189 128 2313
Acquired } 29 15 44
Disposed - @ (15) (19)
Balance as at 31.12.2014 1996 214 128 2338
Acquired 128 44 77 249
Disposed - ©) - ©)
Balance as at 31.12.2015 2124 252 205 2581
Amortization
Balance as at 31.12.2013 434 107 124 665
Acquired 93 34 2 129
Disposed - ) - 1)
Balance as at 31.12.2014 527 140 126 793
Acquired 102 35 1 138
Disposed - (©) - ©)
Balance as at 31.12.2015 629 169 127 925
Net book value
Net book value 31.12.2014 1469 74 2 1545
Net book value 31.12.2015 1495 83 78 1656
1.3. Non-current Financial Assets
Non-current financial assets 31.12.2015 31.12.2014

Credits and receivables 67 280
Available-for-sale financial assets 62 62

Total 129 342
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Type 31.12.2015 31.12.2014
Credits 57 280
Receivables, under deposits placed 10 -
Total 67 280
1.3.1.1. Credit — Non-current
Type 31.12.2015 31.12.2014
Credit receivables from related parties, other than those in the Group (net) - 3
Credit receivables from related parties, other than those in the Group - 3
Credit receivables from non-related parties (net) 57 277
Credit receivables from non-related parties 57 277
Total 57 280
1.3.1.2 Deposit Receivables — Non-current
Type 31.12.2015 31.12.2014
Deposit receivables from non-related parties (net) 10 -
Deposit receivables from non-related parties 10
Total 10 -

Deposits’ placed, excluding related parties

Contractor Contracted Interest % Maturity Collaterals / Guarantees
deposit
amount
UniCredit Bulbank AD, Serbia 10 0% 25.05.2017 none
1.3.2 Available-for-sale Financial Assets — Non-current
Type 31.12.2015 31.12.2014
Non-controlling stake in the capital of entities 62 62
Total 62 62
Non-controlling stake in the capital of entities — Non-current
Type 31.12.2015 31.12.2014
Volume Amount Volume Amount
Bulgarian Builder (Bulgarski Stoitel) — a Company under 13% 50 13% 50
The Law on Obligations and Contracts
GCF - SK — 13 — TRACE RAILINFRA CONS. JSC 20% 10 20% 10
SRBIJOVEDE, ALFABANK 2 2
Total 62 62

The available-for-sale investments are not traded in an active market. Because there is no available, reliable

measurement of their fair value, the later are presented in the Statement of Financial Position as at

31.12.2014 and as at 31.12.2013 at cost.

1.4. Investments, accounted under the equity method

Investments, accounted under the equity method 31.12.2015 31.12.2014
Investments in associates 1782 1939
Total 1782 1939
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Investments in associates, accounted under the equity method

Investments 31.12.2015 31.12.2014
Volume Amount Volume Amount
TECHNOSTROYINZHENERING - 99 JSC 33% 1734 33% 1882
REDKO TRACE INTERNATIONAL 49% 47 49% 57
Voden Proekt (Water Project) Stara Zagora — a 30% 1 - -
Company under the Law on Obligations and Contracts
Total 1782 1939

The entity measures investments in associates under the equity method.

“Technostroyinzhenering — 99” JSC conducts its principal activities on the territory of the Republic of
Bulgaria. The entity’s core activities relate to construction, repairs and maintenance of roads and road
facilities and equipment. The associate is of strategic importance for “Trace Group Hold” PLC.

“Redko Trace International” LTD conducts its principal activities in Qatar. The entity’s core activities relate
to the construction of buildings, roads, bridges, railway and metro track lines. As at 31.12.2015, the
associate does not engage in any significant activities. Thus, as at the above-mentioned date, the associate is
not of strategic importance for “Trace Group Hold” PLC.

Summarized financial information regarding the associates as at 31.12.3015

Indicators TECHNOSTROYINZHENERING REDKO TRACE

- 99]JSC INTERNATIONAL LTD

Dividend’s received - -

Current Assets 4106 11

Non-current Assets 2825 11

Current Liabilities 5052 8

Income 26 286 -

Profit or Loss from 551 (52)
Continuing activities

Total Comprehensive Income 551 (52)

Summarized financial information regarding the associates as at 31.12.3014

Indicators TECHNOSTROYINZHENERING REDKO TRACE

- 99]JSC INTERNATIONAL LTD

Dividend’s received 199 0

Current Assets 7721 36

Non-current Assets 2 634 10

Current Liabilities 4501 22

Income 20 886 0

Profit or Loss from 1901 (191)
Continuing activities

Total Comprehensive Income 1901 (191)
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Type 31.12.2015 31.12.2014
Receivables from related parties, other than 6491 3907
those in the Group (net)
Sales receivables 6491 3907
Sales receivables (net) 6013 5636
Sales receivables 6013 5636
Receivables from paid advances (net) 1 -
Receivables from paid advances 11 -
Other non-current receivables 3299 5670
Guarantees and Deposits placed 194 761
Prepaid expenses 226 577
Receivables from an entity in state of insolvency 7 535 7 481
Impairment of receivables from an entity in state of insolvency (5 234) (3734)
Other receivables 578 585

Total 15 814 15 213

= Retentions under construction contracts, which are expected to be realized in more than 12 months after
the end of the reporting period, are presented as Non-current Trade receivables.
* Non-current guarantees are cash collaterals on performance bonds, issued in respect of projects and

sites.

= Non-current prepaid expenses include insurance of projects and sites, with validity period until 2020,
and performance bonds, issued in respect of projects, with validity period until 2026.

® Receivables from Corporate Commercial Bank (CCB) — in process of liquidation — based on the facts
and circumstances, available as at 31.12.2015 and the lawyer’s assessment on the collectability of these
receivables, the parent’s Management has decided to impair receivables from CCB at 70%. In light of the
high uncertainty, associated with this matter, as well as the limited Management’s control on resolving this
matter, the Management believes that has best estimated these receivables as at 31.12.2015 and the
presented in the Statement of Financial Position value is the estimated amount that the Group will collect

in future reporting periods.

1.6. Deferred Tax Assets

Temporary 31 December 2014 Movement of Deferred Tax for the year 2015 31 December 2015
difference increase decrease

Temporary Defetred Temporary Deferred Temporary Deferred Temporary Deferred

difference tax difference tax difference tax difference tax
Deferred Tax Assets
Amortization 8257 825 704 70 (7 705) (770) 1256 125
Impairment 11 011 1104 3758 376 (2 690) 271) 12079 1209
Compensated 494 50 677 67 (450) (46) 721 71
absences
Thin capitalization 484 49 - - (430) (43) 48 6
Loss 2089 209 325 32 (1 636) (163) 778 78
Income of Physical 426 43 2509 251 (680) (68) 2255 226
persons
Provisions 4028 400 13 435 1344 (743) (74) 16 720 1670
Long-term income 231 22 58 6 (35) 3) 254 25
of the personnel
Inter-Group 577 59 (204) (20) 373 39
profits
Liabilities with 1442 144 279 28 ) 1) 1712 171
overdue limitation
Total Assets: 29 039 2905 21 745 2174 (14 588) (1 459) 36 196 3620
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1.7. Goodwill

Goodwill, amounting to 447 thousand BGN, arises from the 2008 acquisition of 70 % of the capital of
“Vior Velika Morava” AD (PLC) — Belgrade, Serbia, from “Trace International” LTD.

1.8. Inventory

Type 31.12.2015 31.12.2014
Materials (net), including: 8 453 6 375
Direct materials 6 467 5101
Spare parts 918 347
Oil, gas and lubricants 771 532
Ancillary materials 151 253
Other materials 148 145
Impairment of materials @) 3)
Production (net) 977 1161
Production 977 1161
Goods (net) 42 433
Goods 42 433
Work in progress (net) 12 43
Work in progress 12 43
Others (net) - 4
Others - 4

Total 9 484 8 012

1.9. Trade and Other Receivables

Type 31.12.2015 31.12.2014
Receivables from related parties, other than those in the Group (net) 80 618 32 057
Sales receivables 80 160 24798
Receivables on advances paid 93 7 206
Dividend receivables 330 -
Other receivables 35 53
Sales receivables (net) 74 343 50 006
Sales’ receivables 77 814 55 386
Impairment of Sales’ receivables (3471) (5 380)
Receivables on advances paid (net) 6 656 9674
Receivables on advances paid 6834 10 148
Impairments of Advance Receivables (178) 474
Dividends’ receivables 6 8
Receivables from litigations (net) 2686 1505
Receivables from litigations 4990 1652
Impairment of Receivables from litigation (2 304) (147)
Social security receivables 2 13
Social security 2 13
Other current receivables 3097 3332
Placed Deposits and Guarantees 553 184
Insurance receivables 101 19
Prepaid expenses 1339 1557
Other receivables 1104 1572

Total 167 408 96 595

The Receivables from related parties and the Sales receivables disclosed, include warranty guarantees,
placed under construction contracts, amounting to 1 117 thousand BGN and 8 375 thousand BGN
respectively.
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The amount of Sales receivables disclosed, includes 19 217 thousand BGN of receivables, placed as a

guarantee in favour of commercial banks, in order to secure the provided bank credits and bank guarantees.

1.10. Tax receivables

Type 31.12.2015 31.12.2014
Value Added Tax 3126 2723
Corporate Tax 18 33
Other Tax 3 5
Total 3147 21761

1.11. Non-current Financial Assets

Current Financial Assets 31.12.2015 31.12.2014
Credit and receivables 828 828
Total 828 828

1.11.1. Credits and receivables — Non-current

Type 31.12.2015  31.12.2014
Credits 549 828
Receivables, obtained by cessions 279 -
Total 828 828
1.11.1.1 Credits — Non-current
Type 31.12.2015 31.12.2014
Loan receivables from related parties, other than those in the Group (net) 279 204
Loan receivables from related parties, other than those in the Group 224 166
Receivables, incurring from Interest on loans to related parties, 55 38
other than those in the Group
Loan receivables from non-related parties (net) 270 624
Loan receivables from non-related parties 243 530
Receivables incurring from Interest on loans to non-related parties 136 149
Impairment of loans receivables from non-related parties (109) (55)
Total 549 828

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

Contractor Contracted loan Interest% Maturity Collaterals / Guarantees
amount

Ivana Moutafova 48 thousands of BGN 4.6% 31.07.2026 Promissory note
Hydropromet 88 thousands of BGN 12% 31.12.2012 Promissory note
Engineering

Todorov AD 100 thousands of 40% 15.12.2015 Promissory note

BGN

Damastsena Rozbio 40 thousands of BGN 11% 30.10.2015 Pledge of rose oil
Mohamed Ahmedov 17 thousands of BGN 7,5% 30.07.2020 Promissory note
Ahmedov

Borislav Bogoev 30 thousands of BGN 5% 31.05.2016 Promissory note
FC Vereya 17 thousands of BGN 10% 31.12.2015 None
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Balances of Loans granted to non-related parties, as at 31.12.2015

Contractors Current portion
at amortized cost

Non-current portion
at amortized cost

Principal Interest Principal Interest

Ivana Moutafova 1 6 46 -
Hydropromet Engineering 88 21 - -
Hydropromet Engineering — impairment (88) (21) - -
Todorov AD 100 10 - -
Damastsena Rozbio 4 - -
Mohamed Ahmedov Ahmedov 3 - 11 -
Borislav Bogoev 30 - - -
Others - 97 - -
FC Vereya 17 2 - -

Total 155 115 57 -

1.11.1.2 Receivables, obtained by cession — Current

Type 31.12.2015 31.12.2014
Receivables, obtained by cessions from non-related parties (net) 279 -
Receivables, obtained by cessions from non-related parties 279 -
Total 279 -

Balances of Receivables, obtained by cessions (principals and interest), excluding related parties

Contractor Current portion at amortized cost
Principals Interest
Yana 2007 EOOD (LTD) 216 -
Peev — Rumen Peev ET (SP) 63 -
Total 279 -

1.12. Cash and Cash equivalents

Type 31.12.2015 31.12.2014
Cash in hand 322 345
denominated in Bulgarian Levs (BGN) 253 299
denominated in foreign currencies 69 46
Cash at bank (current accounts) 82161 36 371
denominated in Bulgarian Levs (BGN) 67 462 28 902
denominated in foreign currencies 14 699 7 469
Cash equivalents 224 214
Receivables from employees 204 187
Other cash equivalents 20 27
Restricted cash and cash equivalents 480 366
Current deposits 100 466
Other cash 1 5

Total 83 288 37767

The presented in the Statement of Cash Flows, as at 31.12.2014, cash outflows from financing activities —
“Non-guaranteed cash at bank (current accounts)” —, amounting to 4 719 thousand BGN, refer to cash at
bank (current accounts) in Corporate Commercial Bank that are not guaranteed by the Bulgarian Deposit
Insurance Fund and which, as a result of the termination of the bank’s activities and the withdrawal of its
licence, are classified in the Statement of Financial Position as other non-current receivables, “blocked
cash”, since these do not satisfy the criteria for recognition as cash and cash equivalents, under IAS 7
“Statements of Cash Flows”.
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Reconciliation of the Cash and cash equivalents

TRACE

Cash and cash equivalents 31.12.2015 31.12.2014
Cash and cash equivalents, under the Statement of Financial 83 288 37767
Position
Interest on Current (Short-term) Deposits (20) (33)
Cash and cash equivalents, 83 268 37 734
under the Cash Flow Statement
1.13. Equity
1.13.1 Registered Capital
Type of shares 31.12.2015 31.12.2014
Number of Value Nominal Number Value Nominal
shares of shares
Ordinary
Redeemed and paid 24 200 000 24 200 000 1 24200 000 24 200 000 1
Redeemed treasury (16 251) (111 101) 6,84 - - -
shares
Total: 24183 749 24 088 899 24 200 000 24 200 000
Shareholder 31.12.2015 31.12.2014
Number Value Paid Yo Number Value Paid Yo
of shares share  of shares share
Galini — N 2178000 2178000 2178000  9,00% 2178000 2178000 2178000  9,01%
LTD
Nikolay 16205 831 16205831 16205831 066,97% 19492000 19492000 19492000 80,60%
Mihaylov
Galin 503 059 503 059 503059  2,08% 1631 1631 1631  0,01%
Mihaylov
Miroslav 27730 27730 27730  0,11% 25700 25700 25700  0,11%
Manolov
Nikolay 7 490 7 490 7490  0,03% 4750 4750 4750  0,02%
Kostadinov
Valev
Boyan 6528 6528 6528  0,03% 3670 3670 3670  0,02%
Stoyanov
Delchev
Other 5255111 5151321 5151321 21,72% 2494249 2494249 2494249 10,31%
shareholders
Trace Group 16 251 120 041 120 041 0,07% - - - 0,00%
Hold PLC —
treasury shares
Total 24200 000 24 200 000 24 200 000 X 24200000 24200000 24200000 X
Trace Group (16 251) (111 101) (111 101) - - -
Hold PLC -
treasury shares
at cost
Total: 24183749 24088899 24 088 899 100% 24 200 000 24 200 000 24 200 000 100%

In 2015, “Trace Group Hold” PLC redeemed 34 261 treasury shares, 16 510 of which were sold and 1 500

were transferred for no consideration.
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In 2014, “Trace Group Hold” PLC redeemed 22 102 treasury shares, 21 850 of which were sold and 1 500

were transferred for no consideration.

1.13.2. Share Premium

Share premium, amounting to 21 765 thousand BGN, are formed from the issued in 2007 capital of the
entity, in the amount of 21 763 thousand BGN, and 2 thousand BGN from the 2014 and 2015 sale of

treasury shares.

1.13.3 Translation Reserves

Translation reserves reflect the effect of translations of the Financial Statements of foreign subsidiaries.

1.13.4. Reserves

General Other Total
reserves reserves reserves
Reserves as at 31.12.2013 2420 30 776 33196
Increased by: - 14 467 14 467
Profit distributions 14 467 14 467
Decreased by: - 15) (15)
Revaluation of assets (14) (14)
Others 1 1
Reserves as at 31.12.2014 2420 45 228 47 648
Increased by: - 5869 5 869
Profit distributions 5869 5869
Decreased by: - (14) 14)
Revaluation of assets (13) (13)
Others 1) 1)
Reserves as at 31.12.2015 2420 51083 53 503
1.13.5. Financial Result
Financial reserve Value

Profit as at 31.12.2013 17 439
Increased by: 9 316
Profit for the reporting period 2014 9143
Others 173
Decreased by: (17 524)
Profit allocation to reserves (14 467)
Dividends’ distribution (3 057)
Profit as at 31.12.2014 9231
Increased by: 9733
Profit for the financial reporting 2015 9683
Written-off revaluation reserves 13
Others 37
Decreased by: (9 191)
Profit allocation to reserves (5 869)
Dividends’ distribution (3311)
Others (11)
Profit as at 31.12.2015 9773
Financial result as at 31.12.2013 17 439
Financial result as at 31.12.2014 9231
Financial result as at 31.12.2015 9773
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1.14. Non-current Financial Liabilities

Non-current financial liabilities 31.12.2015 31.12.2014
Liabilities under Leases 1 008 461
Financial Liabilities, carried at amortized cost 1237 1071
Total 2245 1532

1.14.1 Lease Liabilities — Non-current

Lease Liabilities 31.12.2015 31.12.2014
Lease related liabilities to non-related patties 1008 461
Total 1008 461

The future minimum lease payments, due up to 1 year, and between 1 year and 5 years, are thoroughly
presented under Note 1.18.1

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

Type 31.12.2015 31.12.2014
Liabilities related to the obtained credits 1237 1071

Total 1237 1071
Credits — Non-current

Type 31.12.2015 31.12.2014
Credit liabilities to financial institutions 1237 1071

Total 1237 1071

1.15. Non-current Trade and other liabilities

Type 31.12.2015 31.12.2014

Liabilities to related parties, other than those in the Group 1300 1266
Supply related liabilities 1300 1266
Supply related liabilities 2709 4514
Other non-current liabilities 1742 1483
Liabilities related to issued guarantees and deposits placed 251 27
Other liabilities 1491 1456

Total 51751 7 263

® The here-disclosed Non-current Supply liabilities to related and to non-related parties are warranties and
guarantees from subcontractors under construction contracts.

= Liabilities related to performance bonds, issue in respect of projects and sites with maturity until 2035 are
presented as Other Non-current Liabilities.

1.16. Non-current provisions

Type 31.12.2015 31.12.2014
Provisions for constructive obligations - 25
Provisions for Long-term personnel' income 473 213
Total 473 238
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1.16.1. Provisions for legal and constructive obligations — Non-current

Type 31.12.2015 31.12.2014
Provisions for constructive obligations, including - 25
Provisions — Liabilities, under construction contracts - 25
Total - 25

1.16.2. Provisions for Long-term personnel’s income

Type 31.12.2015 31.12.2014
Liabilities' present value as at January, 1st 213 162
Liabilities, recognized in the Balance Sheet as at January 1st 213 162
Interest expense 7 7
Expenses for accrued employment 277 67
Payments conducted in the reporting period (35) (49)
Actuarial gain, recognized in the period 11 26
Liabilities' present value as at 31 December 473 213
Liabilities, recognized in the Balance Sheet as at 31 December 473 213
1.17. Deferred Tax Liabilities
Temporary 31 December 2014 Movement of deferred tax in the year 2015 31 December 2015
difference increase decrease
Temporary Deferred Temporary Deferred Temporary Deferred Temporary Deferred
difference tax difference tax difference tax difference tax
Deferred Tax Liabilities
Amortization 3588 410 1107 167 352 84 5047 661
Total 3588 410 1107 167 352 84 5047 661

Liabilities:

1.18. Current Financial Liabilities

Current Financial Liabilities 31.12.2015 31.12.2014
Lease related liabilities 485 349
Financial Liabilities, carried at amortized cost 4417 6 792
Total 4902 7141

1.18.1. Lease related liabilities — Current

Type 31.12.2015  31.12.2014
Lease related liabilities to non-related parties 485 349
Total 485 349

Minimum Future Lease Payments as at 31.12.2015

Up to 1 year 1year — 5 years Over 5 years Total
Lease payments 531 1079 1610
Discounting (46) (71) 117)
Net present value 485 1008 - 1493

Minimum Future Lease Payments as at 31.12.2014

Up to 1 year 1year — 5 years Over 5 years Total
Lease payments 377 485 - 862
Discounting (28) 24 - (52)
Net present value 349 461 - 810
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1.18.2 Financial Liabilities, carried at amortized cost
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Type 31.12.2015 31.12.2014
Credit liabilities 4 417 6792
Total 4 417 6792

Credits — Current
Type 31.12.2015 31.12.2014
Credit liabilities to financial institutions 4 359 6728
Liabilities to financial institutions, incurring from interest on credits 8 14
Credit liabilities to non-related parties 50 50
Total 4 417 6792

Credits from non-related parties and financial institutions, obtained under the following

conditions:
Bank / Creditor Contracted Interest % Maturity Securities / Guarantees
credit amount
First Investment 4 000 1 m. Sofibor+3.25%  25.07.2016 Promissory note
Bank (FIB) AD thousand BGN
UniCredit Bulbank AD 13 000 1 m. Sofibor+3.25%  02.10.2016 Mortgage, pledge
thousand BGN
SG Expressbank AD 861 1 m. Euribor+3.75%  30.08.2020 Mortgage, pledge
thousand BGN
SG Expressbank AD 866 1 m. Euribor+3.25%  30.06.2020 Mortgage, pledge
thousand BGN
Investbank AD 3000 6%  31.05.2016 Mortgage, pledge
thousand BGN
UBB AD 20 000 1 m. Sofibor+3.5%  30.09.2016 Mortgage, pledge
thousand BGN/ 1 m.
BGN  Euribor+3.75%-EUR
SG Expressbank AD 1207 1 m EURIBOR+3.9%  31.03.2016 Pledge over assets
thousand BGN

Balances of Credits received, related parties excluded, as at 31.12.2015

Bank / Creditor

Current portion

at amortized cost

Non-current portion
at amortized cost

Principal Interest Principal Interest

First Investment Bank (FIB) AD 835 2 - -
UniCredit Bulbank AD 2 - - -
SG Expressbank AD 357 2 1237 -
Investbank AD 2930 3 - -
UBB AD - 1 - -
SG Expressbank AD 235 - - -
NGO ATHLETICS CLUB BEROE 50 - - -

Total 4 409 8 1237 -
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1.19. Current Trade and other liabilities

Type 31.12.2015 31.12.2014
Liabilities to related parties, other than those in the Group 83 433 32 249
Supplies related liabilities 76 051 16 858
Liabilities on advance payments received 577 11 915
Dividend related liabilities 5675 2929
Liabilities related to Deposits and Guarantees 595 547
Including Guarantees of the Supetvisory Board, the Management 549 547
Board, the Board of Directors
Other liabilities 535 -
Supplies related liabilities 95 929 42 479
Gross amount due to clients under construction contracts 1385 485
Liabilities on advance payments received 20 860 30 048
Other current liabilities 2672 1749
Liabilities related to Deposits and Guarantees 710 1042
Insurance related liabilities 181 216
Concession related liabilities 110 112
Other liabilities 1671 379
Total 204 279 107 010

The disclosed Liabilities to related parties and Sales liabilities include warranties and guarantees under
construction contracts, amounting to 962 thousand BGN and 9 348 thousand BGN respectively.

Other liabilities include liabilities related to bank guarantees, insurance and other expenses , incurred under
the completed in the financial reporting 2015 construction contracts.

1.20. Tax liabilities

Type 31.12.2015 31.12.2014
Value Added Tax 9 986 2701
Value Added Tax - interest 76 35
Corporate tax 2076 718
Corporate tax — interest 170 199
Personal income tax 307 164
Withholding tax 1 1
Tax on expenses 65 59
Other tax 115 28
Other tax — interest 7 -

Total 12 803 3905
1.21. Liabilities to the personnel

Type 31.12.2015 31.12.2014
Liabilities to the personnel 2927 1821

including liabilities atising from unused annual paid leaves 610 408
Liabilities to the social contributions funds 814 569
including liabilities arising from unused annual paid leaves 108 78

Liabilities to the key management personnel — remunerations 1355 460
Liabilities to the key management personnel — social contributions 4 6
Liabilities arising from non-labour relations — remunerations 124 15

Total 5224 2871
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1.22. Current Provisions
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Type 31.12.2015 31.12.2014
Provisions for legal obligations, including 17 159 4183
Provisions under litigations 838 86
Provisions — Liabilities, under construction contracts 15 705 3 800
Provisions under obligations for re-cultivation 305 297
Provisions under other liabilities 311 -

Total 17 159 4183

The provisions, accrued under construction contracts, relate to the assumed warranty and the expected

expenses for eliminating possible sales returns.

The accrued re-cultivation provisions relate to assumed liabilities for re-cultivation of lands, under quarry

concession contracts, after the concession contracts' expiration term.
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2. Consolidated Income Statement
2.1. Income
2.1.1. Net Sales Income

TRACE

Type of income 2015 2014

Sales of goods, including: 20 453 8 051
Sales of asphalt mixtures 15 217 7 298
Sales of inert materials 4755 554
Sales of concrete and lime solution and SBE 377 -
Sales of mineral lime 90 -
Sales of emulsions 14 -
Others - 199
Sales of merchandize, including: 13 389 13 665
Sales of bitumen 6482 4117
Sales of fuels 4423 3992
Sales of oil 847 -
Sales of salt 532 481
Sales of machinery and equipment 342 -
Sales of iron fixtures 332 37
Sales of black oil 302 128
Sales of inert matetials and sand 108 10
Sales of materials, related to railways 11 4854
Others 10 46
Rendering of services, including: 444 882 317 073
Building and construction services 443 089 315003
Services, related with the Management of projects and sites 757 1125
Mechanization related services 335 265
Transport services 296 -
Laboratory setvices 92 154
Design services 48 12
Geodetic services 57 123
Other services 208 391
Other income, including: 4187 5723
Sales of materials 2077 4 360
Liabilities, written-off 612 536
Reversed impairment of receivables 448 257
Rentals 82 35
Opverstock of inventories 61 31
Adjudged compensations 23 -
Reversed provisions, under contracts for building and construction works 17 -
Sales of production waste 15 -
Insurance compensations received 3 -
Penalties 3 223
Others 846 281

Total 482 911 344 512
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2.1.2 Income, generated under Government grants
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Type of Income 2015 2014

Government grants, related with income 12 6

Total 12 6
2.1.3. Financial income

Type of Income 2015 2014

Interest income, including Interest income generated from: 215 671
Trade loans 102 55
Deposits 3 314
Current accounts 2 16
Trade receivables 57 251
Others 51 35
Generated from transactions with financial instruments 7 3
Foreign exchange gains 295 331
Other financial income 56 16

Total 573 1021
2.2. Expenses
2.2.1. Raw materials, materials and consumables

Type of expense 2015 2014
Direct production materials 73 225 57901
Fuel and lubricant materials 11998 6013
Spare parts 1850 1130
Electricity 1270 633
Ancillary materials 593 799
Road signatures 569 -
Tires 556 534
Natural gas 399 -
Stationery 242 115
Uniform 231 73
Consumables transport vehicles 144 212
Water 63 47
Instruments 62 60
Office materials and consumables 56 104
Overheads 52 93
Advertising materials 47 45
Preventatives and medications 25 -
Heating 11 9
Tender documents 1 10
Other materials 550 823
Total 91 944 68 601
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2.2.2. Hired services

Type of expense 2015 2014
Subcontractors 247 767 178 074
Hired / Leased mechanization 15 853 6 874
Hired / Leased transpott 12 948 5524
Consulting and other contracts 3632 4633
Security 2416 2 236
Services, rendered under contract 2374 1501
Rents 2214 1825
Taxes and fee 1396 658
Demolition works 1388 72
Repairs 1241 635
Insurance 1189 1089
Laboratory testing 1108 340
Transport services 980 -
Design 630 2717
“Crushing rocks” services 504 -
Legal services 482 -
Communication setrvices 467 309
Technical Maintenance of Non-current tangible assets 431 229
Civil contracts and remuneration 273 274
Tolling service 237 -
Audit 225 -
Advertising 184 208
“Waste disposal” service 161 -
Customs services 158 -
Concession remunetations 139 -
Subscriptions 119 126
Storage fee 56 -
Trainings 37 27
Geodesic services 36 47
Membership fees 23 -
Commissions 4 -
Support — accreditation 4 -
Damages 3 -
Labour medicine - 33

Operating costs -

Other hired services 1135 1016

Total 299 814 208 447

2.2.3. Depreciation

Type of expense 2015 2014

Depreciations cost — production 6 551 6 440
Non-current Tangible Assets 6 442 6339
Non-current Intangible Assets 109 101
Depreciations cost — administrative 668 642
Non-current Tangible Assets 639 614
Non-current Intangible Assets 29 28

Total 7219 7 082
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2.2.4. Salaries, wages and social contribution costs

TRACE

Cost of: 2015 2014
Salaries and wages, including: 29 507 18 346
Of Production personnel 19 056 10 568
Of Administrative personnel 10 451 7778
Social contribution expenses, including: 5183 2928
Of Production personnel 4022 2188
Of Administrative personnel 1161 740
Including expenses related to the key management personnel 4116 3318
Including expenses related to unused paid leaves 186 142
Total 34 690 21274
2.2.5. Impairment of assets
Type of expense 2015 2014
Losses from Impairment of Receivables 2145 288
Losses from Impairment of Financial Assets - 3734
Total 2145 4022
2.2.6. Other costs
Type of expense 2015 2014
Provisions under contracts for Building and Construction works 11 858 2250
Receivables, written-off 2148 115
Expenses related with Business trips 742 478
Provisions for forthcoming expenses 622 -
Social costs, provided in kind 549 200
Expenses related to Donations and grants 494 388
Entertainment costs 365 318
Penalties and fees, and compensations 351 137
Provisions for liabilities and obligations 276 176
Provisions for Litigations and Law suites 158 48
Expenses related to Interest on State receivables 140 60
Unrecognised tax credit 118 -
Retirement of Non-current Assets 99 214
Expenses with no available supporting documentation 81 36
Expenses related to labour medicine 30 47
Expenses related to executive (enforcement) lawsuits 13 25
Interest expense — interest, incurred under commercial transactions 5 -
Protective food expense - 20
Alternative tax expense - 6
Adjustment — partial tax credit - 1
Other expenses 850 249
Total 18 899 4768

The estimated forthcoming expenses, under completed construction contracts, are accrued in provisions
under contracts for Building and Construction works. Expenses, accounting the potential risk to which
Trace Group Hold PLC could be exposed to as a result of disputable and pending (for resolution) as at the
date of preparation of the Financial Statements issues, related to the execution of one of the projects, are
reported by the Serbian branch under provisions for contracts, relating to the execution of Building and
Construction works. Due to the fact that the reasons for this project’s unfavourable development largely
stem from unsettled, by the Assignor, commitments, the entity has taken all legal actions to prove this fact.

63



“TRACE GROUP HOLD” PLC TR CE
Consolidated Financial Statements for the year ended 31.12.2015

The Management believes that the end-effect shall be favourable and positive for the entity (this opinion
being based on the preliminary opinion of the lawyers), as the development of this issue is related with
reasons and circumstance for which the entity bears no responsibility. Nevertheless, the Management has
adopted a conservative approach and measures, and presents, the risk of this event at maximum weight in
its Financial Statements.

2.2.7. Allowances and adjustments

Type of expense 2015 2014

Net book value of assets disposed (net) 13 980 16 900
Net book value of assets disposed 13 980 16 900
Change in the production inventory (net) (182) 1936
Change in the production inventory (182) 1936
Capitalized assets’ expenses 200 (115)
Other allowances and adjustments (35) -

Total 13 963 18 721
2.2.8. Finance costs

Type of expense 2015 2014

Interest expense, including interest expenses incurred from: 1110 562
Trade loans 3 -
Loans, granted by financial institutions 542 313
Leases 38 30
Trade liabilities 468 210
Others 59 9
Expenses, related with bank guarantees 1080 379
Expenses from transactions with financial instruments 1 6
Foreign exchange losses 229 162
Other finance costs 560 1128

Total 2980 2237

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

Type of expense 2015 2014
Gains / (losses) from disposals of Property, plant, and equipment 90 14
Net book value of assets disposed 215 27
Gains from the Assets' disposals 305 41
Total 90 14

2.2.10. Share in the results of associates

Entity 2015 2014
Technostroyinzhenering 99 JSC 182 627
Redko Trace International LTD ) (31)
Total 173 596
2.2.11. Tax expenses
Type of expense 2015 2014
Corporate Income Tax 2946 1624
Other (514) 162
Total 2432 1786
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2.3.1. Other comprehensive income

Components 31 December 2015 31 December 2014
Before Tax After Before Tax After
tax tax tax tax

Other comprehensive income

Actuarial gains / (losses) 11 (11) 26 26
Foreign Currency Translation Gains and (Losses) 20 20 (79) (79)
Other Comprehensive Income 9 - 9 (53) - (53)
OTHER DISCLOSURES

1. Construction contracts
As at 31.12.2015, the cumulative income, gains and losses, as well as the gross amounts due in respect of

the incomplete construction contracts are as follows:

Contracts Costs, Recognized  Income, Progress Gross amount Gross Advances Retention
in progress incurred profit less accumula payments due by the client amountdue  received, in amount
in the recognized tedinthe (invoiced for the work, to the client respect of under the
contract’s loss contract's amounts) conducted under for the work,  which work contract
execution execution the contract conducted has not been
under the conducted
contract under the
contract
k1 k2 k3 k4 =k2 + k5 k6 = k4 - k5 k7 =Kk5 - k4 k8 k9
k3
Contract 1 98 805 525 99 330 92 446 6 884 - 7965
Contract 2 39933 6229 46 162 46 162 - - 4622
Contract 3 2985 368 3353 3713 - 360 122 570
Contract 4 3364 854 4218 4393 - 175 1175
Contract 5 11 814 841 12 655 11194 1461 - 569
Contract 6 575 152 727 827 - 100
Contract 7 2291 561 2852 3602 - 750
Contract 8 859 164 1023 1023 - -
Contract 9 7693 (392) 7 301 5910 1391 - 6157 573
Contract 10 9988 90) 9898 8901 997 - 2865 817
Contract 11 12193 5) 12188 6838 5350 - 3619 571
Contract 12 2790 10 2800 2668 132 -
Contract 13 2944 217 3161 3161 - - 2
Contract 14 9176 2399 11 575 11 575 - - 407
Contract 15 584 134 718 718 - -
Contract 16 1587 100 1687 1687 - -
Contract 17 414 126 540 540 - -
Contract 18 1515 (42) 1473 1377 96 - 145 36
Contract 19 141 29 170 170 - -
Contract 20 311 4 315 315 - - 11
Contract 21 1138 (200) 938 742 196 -
Contract 22 878 (192) 686 463 223 -
Contract 23 441 1 440 440 - 253
Contract 24 482 166 648 648 - -
Contract 25 36 18 54 54 - -
Contract 26 9176 2399 11 575 11 575 - - 407
Contract 27 229 27 256 256 - -
Contract 28 1587 100 1686 1686 - -
Total 223 929 14 501 238 429 222 644 17 170 1385 15 721 15 165
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2. Related parties and transactions with related parties
The entity discloses the following related parties:

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

Associates

Technostroyinzhenering 99 JSC

Redko Trace International LTD

Voden Park (Water Park) Stara Zagora, a Company under the Law on Obligations and Contracts

Other related parties:

The entities in the “Galini — N” LTD Group, “Galini N” LTD, “GCF — SK — 13 Trace Railinfra Cons.”
JSC, “GCF — SK — 13 Trace Railinfra Consortium”, “CK — 13 Transstroy” JSC, “Kordeel — Bulgaria” JSC,
“Megainvest — Hold” LTD, “Vodstroy 987 ]JSC, Infrastructure construction LTD, Infrastructure and
Transport construction LTD, Planex LTD, Dekon LTD, Fenix Engineering LTD, Patpribor LTD

Key Management personnel in the entity:

Nikolay Ganchev Mihaylov — Executive Director and Chairman of the BoD

Nikolay Kostadinov Valev — Member of the BoD and Deputy Chairman of the BoD
Boyan Stoyanov Delchev — Executive Director and Member of the BoD

Miroslav Kalchev Manolov — Executive Director and Member of the BoD

Galin Nikolaev Mihaylov — Member of the BoD

Anton Nikolov Donchev — Member of the BoD

Maria Georgieva Kavardzhikova — Member of the BoD

Transactions and balances with related parties
Sales to related parties, other than those in the Group

Client Type of transaction 2015 2014

Galini — N LTD services, rentals, 89724 76297
materials
Injproject LTD services 64 5
Galini LTD services 9 28
Dekon LTD materials, goods 3785 1
Himkolor JSC materials 9 12
Technostroyinzhenering 99 JSC Income from services 967 1347
rendered, dividends

Dikol — 2 G. Mihaylov LTD services - 47
GCF-SK-13 Trace Railinfra Consortium services 17816 14318
CK-13 Transstroy JSC services 1 50
Megainvest Hold LTD services 1108 587
PS — a Company under the Law on Obligations and Contracts services 4 500 4 358
Voden Park (Water Project) Stara Zagora — a Company services 1097 3886
under the Law on Obligations and Contracts
Kordel — Bulgaria JSC services 405 18
Vodstroy 98 AD services 946 4 360
Infrastructure construction LTD services 2278 2904
Expo Tech Park — a Company under the Law on Obligations and Contracts services 1194 -
Irinopolis — a Company under the Law on Obligations and Contracts services 7113 -
RPM Kardzhali 2014 — a Company under the Law on Obligations and Contracts  services 1397 -
PIM-T — a Company under the Law on Obligations and Contracts services 449 -
Management real estate 44 -

Total 132906 108 218
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Purchases from related parties, other than those in the Group
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Supplier Type of transaction 2015 2014
Galini — N LTD services, materials 95 559 69 161
Injproject LTD services, materials 482 2091
Galini LTD interest 83 241
Dekon LTD services, materials 9721 -
Himkolor JSC materials 468 377
Technostroyinzhenering 99 JSC services, materials 362 660
Dikol — 2 G. Mihaylov LTD services - 21
GCF-SK-13 Trace Railinfra Consortium services 84 68
CK-13 Transstroy JSC services 67 219
Megainvest Hold LTD services 4135 1977
Infrastructure and Transport construction LTD services 9 11
Galin Mihaylov services - 144
Kordeel Bulgaria JSC services 791 883
Infrastructure construction LTD services 178 -
Irinopolis — a Company under the services 69 -
Law on Obligations and Contracts
Fenix Engineering LTD services 211 -
Patpribor LTD services 369 -
Total 112 588 75 853

Receivables from related parties, other than those in the Group

Client 31.12.2015 31.12.2014
Galini — N LTD 65 594 26 556
Injproject LTD 6 22
Galini LTD - 8
Dekon LTD 1154 41
Himkolor JSC - 3
Technostroyinzhenering 99 JSC 567 78
Dikol — 2 G. Mihaylov LTD 141 149
GCF-SK-13 Trace Railinfra Consortium 11 026 6971
CK-13 Transstroy JSC 3 46
Megainvest Hold LTD 176 401
PS — a Company under the Law on Obligations and Contracts 1772 85
Beroe — a Company under the Law on Obligations and Contracts 122 122
Infrastructure and Transport construction LTD 3 -
Kordeel Bulgaria JSC 14 -
Voden Park (Water Project) Stara Zagora — a Company - 135
under the Law on Obligations and Contracts
Vodstroy 98 AD 249 729
Infrastructure construction LTD - 613
Management - 5
Planex LTD 6 -
Expo Tech Park — a Company under the Law on Obligations and Contracts 569 -
Irinopolis — a Company under the 5548 -
Law on Obligations and Contracts
RPM Kardzhali 2014 — a Company under the Law on Obligations and Contracts 150 -
Fenix Engineering LTD 9 -

Total 87109 35 964
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Liabilities to related parties, other than those in the Group
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Supplier 31.12.2015 31.12.2014

Galini — N LTD 67 933 23 595
Injproject LTD 2610 2985
Galini LTD 42 15
Dekon LTD 3852 413
Himkolor JSC 324 244
Technostroyinzhenering 99 JSC 59 11
GCF-SK-13 Trace Railinfra Consortium 9 22
CK-13 Transstroy JSC 72 3
Megainvest Hold LTD 2882 1480
Voden Park (Water Project) Stara Zagora — a Company - 1111
under the Law on Obligations and Contracts
Beroe — a Company under the Law on Obligations and Contracts - 3
Vodstroy 98 AD - 11
Infrastructure construction LTD 33 -
Kordeel Bulgaria JSC 303 160
Expo Tech Park — a Company under the Law on Obligations and Contracts 151 -
Irinopolis — a Company under the Law on Obligations and Contracts 69 -
Fenix Engineering LTD 1 -
Patpribor LTD 123 -
Dividend liabilities 5675 2915
Management 595 547

Total 84 733 33 515
Loans, granted to related parties, other than those in the Group

Debtor Contracted loan Interest %  Maturity Collateral / Guarantee
amount
Redko Trace International LTD 156 thousand BGN 10,5%  31.12.2016 Promissory note
Redko Trace International LTD 235 thousand BGN 10,5%  31.12.2016 Promissory note
Nikolay Valev 60 thousand BGN 6,3% 13.01.2016 Promissory note
Balances of Loans granted (principal and interest)
Debtor Current portion

at amortized cost

Principal Interest
Galin Mihaylov - 29
Redko Trace International LTD 121 16
Redko Trace International LTD 83 9
Nikolay Valev 20
Total 224 55
Interest income, accrued on Loans to related parties, other than those in the Group
Debtor Receivables as at Accrued Earned Receivables as at
31.12.2014 in 2015 in 2015 31.12.2015
Galin Nikolaev Mihaylov 29 - - 29
Manol Peychev Denev 5 - 5 -
Redko Trace International LTD 3 13 - 16
Redko Trace International LTD 1 9 1 9
Nikolay Valev - 1 -
Total 38 23 6 55
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Key Management’s rtemuneration

Type Amount, accrued in respect of:

Remuneration and social security
contributions for the period

Board of Directors 2048
Executive Directors / Managers 2182
Controller 1

Total: 4231

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 the respective 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. Such include both the Group’s own sources of finance as well as funds, borrowed from
banks and related parties.

Type 31.12.2015 31.12.2014

Total Debt capital, including: 253 497 134 553
Financial liabilities — related parties 84 156 20 334
Financial liabilities — non-related patties 99 986 44713
Decreased by: (83 288) (37 767)
cash and cash equivalents

Net Debt Capital 170 209 96 786
Total Equity 108 504 102 346
Total Capital 278 713 199 132

Leverage ratio 0,61 0,49

4. Financial risks

In the course of its ordinary activities, the Group 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 Group, 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, and so is the approach, followed when managing these risks.

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 Group are concentrated in three groups: Cash and receivables from clients,
Financial assets — Loans granted.

The Group’s cash and cash at bank are held in current accounts in the following banks - “UniCredit
Bulbank” AD, “First Investment Bank” (FIB) AD, “DSK” AD, “United Bulgarian Bank” (UBB) AD, “SG
Expressbank” AD, “Investbank” AD, BACB AD and International Asset Bank AD. The Management
believes that there is no risk so long the serving banks maintain a stable liquidity.
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31.12.2015 Overdue With time to maturity With re-scheduled maturity,
which is not yet due
Impaired Not Impaired Not Impaired Not Total
impaired impaired impaired
Non-current Assets 2301 - 13 343 - - 15 644
Non-current Financial Assets - - 67 - - 67
Non-current Trade and other - - 6491 - - 6491
receivables from related parties
Non-current Trade and 7 535 - 6785 - - 14 320
other receivables
Non-current Trade and other (5 234) - - - - (5 234)
receivables — impairment
Current Assets 2 686 - 157 431 - 29 160 146
Current Financial Assets from - - 250 - 29 279
related parties
Current Financial Assets 109 - 549 - - 658
Current Financial Assets — (109) - - - - (109)
impairment
Current Trade and other - - 80 525 - - 80 525
receivables from related parties
Current Trade and other 8 461 - 76 107 - - 84 568
receivables
Current Trade and other (5775) - - - - (5775)
receivables — impairment
Total Financial Assets 4987 - 170 774 - 29 175 790
Liquidity risk
31.12.2015 Immediate  Upto 2m.- 4m. - 7 m. - 1yrs. 3 yrs. over Without Total
1m. 3 m. 6 m. 12 m. -2yrs. -5 yrs. 5 yrs. maturity
Non-current Assets - - - - - 12 709 25 612 2301 15 647
Non-current Financial Assets - - - - - 11 25 34 - 70
Non-current Trade and other - - - - - 6491 - - - 6491
receivables from related parties
Non-current Trade and other receivables - - - - - 6207 - 578 2301 9 086
Non-curtrent Liabilities - - - - - 6964 1187 - - 8151
Non-current Financial Liabilities - - - - - 1213 1187 - - 2400
Non-current Trade and other - - - - - 1300 - - - 1300
Liabilities to related parties
Non-current Trade and other Liabilities - - - - - 4451 - - - 4451
Net liquid disbalance — Non-current - - - - - 5745 (1162) 612 2301 7 496
Cumulative liquid disbalance — Non-current - - - - - 5745 4583 5195 7 496 7 496
Current Assets 83 288 81803 33401 11 884 33079 - - - - 243 455
Current Financial Assets from related parties - 50 - - 250 - - - - 300
Current Financial Assets - 133 279 30 107 - - - - 549
Current Trade and other receivables from related - 51706 15525 5886 7 408 - - - - 80 525
parties
Current Trade and other receivables - 29914 17 597 5968 25314 - - - - 78 793
Cash and cash equivalents 83 288 - - - - - - - - 83 288
Current Liabilities - 78353 34931 29 106 45 526 - - - - 187 916
Current Financial Liabilities - 265 535 3627 647 - - - - 5074
Current Trade and other liabilities to related parties - 54 786 8 702 1676 17 692 - - - - 82 856
Current Trade and other liabilities - 23302 25694 23803 27187 - - - - 99 986
Net liquid disbalance — Current 83 288 3450 a (17222) (12 447) - - - - 55 539
530)
Cumulative liquid disbalance — Current 83 288 86 738 85 208 67 986 55 539 55539 55539 55539 55 539 55 539
Total Financial Assets 83 288 81803 33401 11 884 33079 12709 25 612 2301 259102
Total Financial Liabilities - 78353 34931 29 106 45 526 6964 1187 - - 196 067
Total Net Liquid Disbalance 83 288 3450 a (17 222) (12 447) 5745 (1162) 612 2301 63 035
530)
Total Cumulative Liquid Disbalance 83 288 86738 85208 67 986 55539 61284 60122 60734 63 035 63 035
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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 payments are monitored by the Financial-Accounting Department
on a current basis. The necessary information on the available cash and pending payments is being
constantly maintained.

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 ate exposed to the risk that their 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 the 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, the 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 finance leases, loans obtained
and loans granted.

31.12.2015 Interest — With floating With fixed Total
free interest % interest %

Non-current Assets 15 577 - 67 15 644
Non-current Financial Assets - - 67 67
Non-current Trade and other receivables from related parties 6491 - - 6491
Non-current Trade and other receivables 9 086 - - 9 086
Non-current Liabilities 5751 2245 - 7 996
Non-current Financial Liabilities - 2245 - 2245
Non-current Trade and other liabilities to related parties 1300 - - 1300
Non-current Trade and other liabilities 4451 - - 4451
Non-current risk exposure 9 826 (2 245) 67 7 648
Current Assets 160 314 82 741 379 243 434
Current Financial Assets from related parties 55 - 224 279
Current Financial Assets 394 - 155 549
Current Trade and other receivables from related parties 80 525 - - 80 525
Current Trade and other receivables 78 793 - - 78 793
Cash and cash equivalents 547 82 741 - 83 288
Current Liabilities 182 842 4902 - 187 744
Current Financial Liabilities - 4902 - 4902
Current Trade and other liabilities to related parties 82 856 - - 82 856
Current Trade and other liabilities 99 986 - - 99 986
Current risk exposure (22 528) 77 839 379 55 690
Total Financial Assets 175 891 82 741 446 259 078
Total Financial Liabilities 188 593 7147 - 195 740
Total exposure to Interest Risk (12 702) 75 594 446 63 338

Analysis of the interest rate elasticity

Effect on the profit / loss, net of tax 31.12.2015
An increase of interest rates by 0,5% 68
A decrease of interest rates by 0,5% (68)
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Currency risk

The Group is exposed to currency risk in so far the two branches of the parent and some of the entities,
within the Group, operate in countries, whose local currencies are not fixed against the Bulgarian Levs
(BGN) — namely the Serbian Dinars and the Czech Republic Koruna.

31.12.2015 Denominated Denominated Denominated Denominated Total
in RSD in EUR in CZK in BGN
Non-current Assets 1151 1734 256 12 503 15 644
Non-current Financial Assets - 10 - 57 67
Non-current Trade and other - - - 6491 6491
receivables from related parties
Non-current Trade and other receivables 1151 1724 256 5955 9 086
Non-current Liabilities 44 1237 189 6 526 7 996
Non-current Financial Liabilities - 1237 - 1008 2 245
Non-current Trade and other - - - 1 300 1 300
liabilities to related parties
Non-current Trade and other liabilities 44 - 189 4218 4451
Non-current risk exposure 1107 497 67 5977 7 648
Current Assets 19 516 3780 6 899 213239 243434
Current Financial Assets from related parties - 229 - 50 279
Current Financial Assets - - - 549 549
Current Trade and other - - - 80 525 80 525
receivables from related parties
Current Trade and other receivables 17 383 1551 404 59 455 78 793
Cash and cash equivalents 2133 2 000 6 495 72 660 83 288
Current Liabilities 12 704 3082 290 171668 187 744
Current Financial Liabilities - 594 - 4308 4902
Current Trade and other liabilities to related parties - - - 82856 82856
Current Trade and other liabilities 12 704 2488 290 84 504 99 986
Current risk exposure 6 812 698 6 609 41571 55690
Total Financial Assets 20 667 5514 7 155 225742 259 078
Total Financial Liabilities 12 748 4319 479 178194 195 740
Total exposure to Currency Risk 7919 1195 6676 47548 63 338

Analysis of the currency elasticity to the RSD

Effect on the profit / loss, net of tax 31.12.2015
A 10% increase in the exchange rates 713
A 10% decrease in the exchange rates (713)

Analysis of the currency elasticity to the CZK

Effect on the profit / loss, net of tax 31.12.2015
A 10% increase in the exchange rates 600
A 10% decrease in the exchange rates (601)

Fair value

In general, fair value is the amount for which an asset could be exchanged, or a liability could be settled, in
an arm's length transaction between willing and knowledgeable parties.

The fair value of financial instruments, traded in active markets, is based on quoted prices as at the balance
sheet date. The quoted market prices are the current “bid prices” (the “buying” price).

The fair value of financial instruments that are not traded in active markets, is determined using valuation
methods, based on various valuation techniques and Management’s assumptions, conducted based on the
market conditions as at the date of the Statement of Financial Position.
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The fair value concept, presumes realization of financial instruments through sales. Nevertheless, in most
cases, especially when it comes to trade receivables and payables, credits and loans, and deposits, the entity
expects to realize these financial assets and through their total refund, or respectively repayment, on time.
Thus, they are presented at their amortized cost.

Moreover, patt of the financial assets and liabilities are either current, as per their nature (trade receivables
and liabilities, short-term loans), or are presented in the Statement of Financial Position at market price
(deposits, placed with banks, investments in securities). Hence their fair value is approximately equal to
their carrying amount. Exception to this rule are the investments in subsidiaries, for which there is no
market, and there are no objective conditions for reliably determining their fair value. Hence such ate
presented at acquisition cost (cost).

As far as there is no sufficient market experience, stability and liquidity for purchases and sales of certain
financial assets and liabilities, there are and no adequate and reliable market prices for these financial assets
and liabilities. The entity’s Management believes that given the existing circumstances, the presented in the
Statement of Financial Position estimates of financial assets and liabilities are reliable, adequate and
trustworthy for purposes of the financial reporting.

5. Adjustments of errors, changes in the accounting policies, reclassifications

During the current reporting period, no adjustments of errors have been conducted.

The Group has not made any changes in the accounting policy in 2015. The accounting policy applied
thorough the year is consistent with the accounting policy applied in the prior reporting 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 current 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
Consolidated Financial Statements.

6.1. Inventories

Impairment

At the end of the reporting period, the Management reviews the available inventory - materials, 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 31.12.2015, no indications for impairment of inventories have been

established.

Production capacity

The normal production capacity of the Group is determined based on the Management’s best estimate
(after conducted analysis) of the optimal workload of its production capacities and of the return on
investment in those, in a production product structure, approved as normal. When the actual volume,
realized by the different productions, is below the determined by the Group as normal production capacity,
the fixed costs, included in the cost of inventories, generated from production and work in progress, are
recalculated.

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 Group 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 Group has set an ordinary receivables period of 120 days, in which no interest is accrued on the
contractors. For some clients, with whom the Group maintains long-term trade cooperation, a longer time
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period is allowed (180-240 days). If the receivables are not paid within the ordinary or specifically
negotiated period, the Management reviews the entire exposure of the client and estimates whether there is
evidence of impairment’ conditions. These circumstances are accounted for by the Management when
defining and classifying a receivable for impairment. Impairment is the difference between the carrying
value of a receivable and the present value of the estimated future cash flows, discounted at original
effective interest rate. As at balance sheet date and based on the Management’s reviews and expectations,
the following have been impaired: Trade and other receivables, at sum value of 287 thousand BGN. The
Management believes that there is high level of uncertainty on the collectability of those Trade and other
receivables.

Movement of adjustments of impaired receivables

Type 31.12.2014 Movement in 2015 31.12.2015
increase decrease
Trade and other receivables 6001 645 (693) 5953
Receivables from CCB AD (in liquidation) 3734 1500 - 5234
Total 9735 2145 (693) 11187

6.3. Recognizing income, generated under construction contracts (long-term service contracts)

As at the end of the reporting period, the Management conducts a review of the construction contracts in
progress. For the purpose, the percentage of completion method is employed (the actual completed work is
determined). Based on this review, best estimates of the completed work 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 31.12.2015, no indications of impairment of property, 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 salaries and wages, and a discounting factor, which are regarded by
the Management as reasonable and appropriate for the entity.

7. Operating lease

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

Minimum future lease instalments to non-related parties

Up to 1 year 1year — 5 years Over 5 years Total
Lease instalments 365 394 - 759
Total 365 394 - 759

Minimum future lease instalments to related parties

Up to 1 year 1year — 5 years Over 5 years Total
Lease instalments 271 271 - 542
Total 271 271 - 542
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The Group leases assets under operating lease. In compliance with the concluded lease agreements, the
minimum future lease payments per these contracts are as follows:

Minimum future lease proceeds to non-related parties

Up to 1year 1 year — 5 years Over 5 years Total
Lease proceeds 17 16 - 33
Total 17 16 - 33
Minimum future lease proceeds to related parties
Up to 1year 1 year — 5 years Over 5 years Total
Lease proceeds 30 25 - 55
Total 30 25 - 55

8. Contingent Assets and Contingent Liabilities

Guarantees and issued warrantees

Contingent Assets, including: issued bank guarantees on performance bonds, issued in respect of the

contracts, executed by the entities in the Group:

Contingent assets

Contract / Contractor

Issued guarantees, Collaterals

pledged by contractors

Amount of the utilized
limit / Collateral’s amount,
in thousands of BGN

Framewortk contract — Bank guarantees Ne 110/ 02.09.2015 / UniCredit 41 529
Bulbank

Framework contract — Bank guarantees Ne300-353A, dated 05.03.2008 / FIB 5047
AD

Framework contract — Bank guarantees Contract, dated 23.03.2013 / Societte 36 945
General Expressbank

Contract for a real pledge / secutity Contract, dated 17.09.2014 / Societte 194
General Expressbank

Framework contract — Bank guarantees DB-8139-218/02.06.2015/ Investbank 3254

Framework contract — Bank guarantees Ne 1403, dated 08.08.2014 / DSK 11 419

Framework contract — Bank guarantees Ne 51/ 10.09.2014 / UBB AD 4959

Framework contract — Bank guarantees CCB AD (declared insolvency) 2042

Contract for substitution of a debt CCB AD (declared insolvency) 976

Contract / Contractor

Issued bank guarantees,

Collaterals pledged by contractors

Collateral’s amount

Framework contract — Bank GALINI LTD Pledge of Non-current

guarantees Fixed Assets, under
the Pledges Act

Framework contract — Bank INJPROJECT LTD Pledge of Non-current

guarantees

Fixed Assets, under
the Pledges Act
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Contingent Liabilities, including: promissory notes in favour of commercial banks, under loan

agreements and bank guarantees, and in favour of the leasor:

Contract / Contractor Issued bank Collateral’s amount
guarantees, Collaterals
pledged by contractors

Bank revolving credit facility — First Investment Bank 835
First Investment Bank (FIB) AD (FIB) AD
Promissory note
Framework contract — Bank guarantees First Investment Bank For every bank guarantee issued
— First Investment Bank (FIB) AD (FIB) AD
Promissory note
Sogelease Bulgaria LTD Sogelease Bulgaria LTD 259

Promissory note

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

Lawsuits

“Trace Group Hold” PLC

A lawsuit was filed in 2014 against the lawyer Desislava Bogatinova. The lawsuit is filed on the grounds of a
civil contract for legal services, with financial interest 50 thousand BGN, and additional 2 thousand BGN —
moratory interest.

“Trace — Sofia” LTD
The entity is a plaintiff under a lawsuit, of commercial nature, with a financial interest as at 31.12.2015 in
the amount of 315 thousand BGN.

The entity is a defendant under a lawsuit, of commercial nature, with a financial interest as at 31.12.2015 in
the amount of 465 thousand BGN.

“Trace — Bourgas” JSC

The entity is a plaintiff under lawsuits, of commercial nature, with financial interest as at 31.12.2015
amounting to 79 thousand BGN.

“PSF Mostinzhenering” JSC

The entity is a plaintiff under lawsuits, of commercial nature, with financial interest as at 31.12.2015
amounting to 182 thousand BGN.

The entity is defendant under lawsuits, of commercial nature, with financial interest as at 31.12.2015
amounting to 690 thousand BGN.

“PSI” JSC

The entity is a plaintiff under lawsuits, of commercial nature, with financial interest as at 31.12.2015
amounting to 2 892 thousand BGN.

The entity is defendant under lawsuits, of commercial nature, with financial interest as at 31.12.2015
amounting to 159 thousand BGN.

“Rodopa Trace” JSC

The entity is a plaintiff under lawsuits, of commercial nature, with financial interest as at 31.12.2015
amounting to 1 379 thousand BGN. This amount includes the amount of trade receivables and overdue
interest, state fees and legal charges. As at 31.12.2015, executive lists in favour of the entity are issued for
four of these cases.
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As at 31.12.2015, based on the facts and the circumstances, available as at that date, and based on the
evaluations, presented by the lawyers and legal consultants, the Management has recognised impairment,
related with receivables, under lawsuits and adjudged cases, amounting to 2 304 thousand BGN.

As at 31.12.2015, based on the facts and the citrcumstances, available as at that date, and based on the
evaluations, presented by the lawyers and legal consultants, the Management has recognised provisions,
under court cases’ liabilities, amounting to 838 thousand BGN.

No income, claimed by the entity in the form of overdue interest, is recognized in the Consolidated
Financial Statements as at 31.12.2015, as there is high uncertainty, regarding the collectability of these
amounts.

9. Operating segments

The Group operates in one business sector and the core service , rendered by the entities in the Group, as
well as their production, related to and participate in the different stages of the principal activities. The
obtained materials and the produced goods form a significant portion of the materials, input in the
provision of building and construction works. Also, the risks and benefits, related with the principal
activities of the Group could not be separately identified, due to the similarity of the nature of the
performed services, the characteristics of the environment and the clients of the entities 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, with revenue from transactions with them accounting to over 10% of the
total revenues are:

e Road Infrastructure Agency
e The Municipalities on the territory of the Republic of Bulgaria and the Republic of Serbia
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The income realized, per goods and services, is illustrated in Note 2.1 of the annual Consolidated Financial
Statements. The breakdown of these Income, generated per country, including and countries abroad is as
follows:

Operating Segments Bulgaria Serbia Oman Czech Total Consolidated ~ Group
As at 31 December 2015 Republic
Income 426 167 76 177 - 18 904 521248 (38325) 482923
From external clients 426 155 37 852 - 18 904 482911 - 482911
From other segments - 38 325 - - 38 325 (38 325) -
Other income 12 - - - 12 - 12
Financial income 228 675 19 56 978 (405) 573
Including interest income 208 393 19 - 620 (405) 215
Expenses (367 120) (83 376) - (18 879) (469 375) 14 664 (454
711
Cost of materials (67 360) (20 003) - (7 334) (94 697) 2753 (91)
944
Hired services (258 667) (43 083) - (9972) (311 722) 11908 (293
814
Depreciation expense (5 892) (1317) - (10) (7 219) - @ 219;
Salaries and wages (22637) (11 499) - (554) (34 690) - (34
690)
Cost of impairment (2 145) - - - (2 145) - (2145
Other costs (10 419) (7 474) - (1 009) (18 902) 3 (18
899)
Allowances and Adjustments (13 530) (676) - - (14 200) 243 (13 963)
Finance costs (2 558) (1 696) - (71) (4 325) 1345 (2 980)
Including, interest expense (1 067) (841) - - (1.908) 798 (1110)
Sales of Non-current assets 93 @ - - 92 2) 90
Shares in associates 173 - - - 173 - 173
Tax expense 1779) (653) - - (2432) - (2432)
Profit / Loss 41674 (9 550) 19 10 32153 (22 480) 9673
Segmental assets 304 737 74 537 549 7 396 387 219 (25 218) 362 001
Segmental liabilities 209 300 70 453 - 7 746 287 499 (34 002) 253 497
Investment, under the equity 1782 - - 1782 - 1782
method
Non-current assets acquired 6 446 7421 3 - 13 870 - 13 870
Deferred tax assets 3620 - - - 3620 - 3620
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Operating Segments Bulgaria Serbia  Oman Czech Total Consolidated  Group
As at 31 December 2014 Republic

Income 326 393 22182 - 1618 350 193 (5 675) 344 518
From external clients 326 387 16 472 - 1618 344 477 - 344 477
From other segments - 50675 - - 5675 (5675) -
Other income 6 35 - - 41 - 41
Financial income 672 525 - - 1197 176) 1021
Including interest income 671 219 - - 890 (165) 725
Expenses (298179)  (21919) - (1950) (322 048) 7854 (314 194)
Cost of materials (65 510) (3 885) - (62) (69 457) 856 (68 601)
Hired services (199 943) (13 764) - (1735) (215 442) 6995 (208 447)
Depreciation expense (6 740) (339) - ©) (7 082) - (7 082)
Salaries and wages (18 623) (2514) - (137) (21 274) - (21274)
Cost of impairment (4 022) - - - (4 022) - (4 022)
Other costs (3 341) (1417) - (13) 4771) 3 (4 768)
Allowances and Adjustments (17 905) (816) - (18 721) - (18721)
Finance costs (1560) (845) - (20) (2 425) 188 (2 237)
Including, interest expense (552) (198) - - (750) 188 (562)
Sales of Non-current assets 14 - - - 14 - 14
Shares in associates 596 - - - 596 - 596
Tax expense (1603) (183) - - (1786) - (1786)
Profit / Loss 8428 (1 056) - (352) 7 020 2191 9211
Segmental assets 201 367 48 377 530 1568 251 842 (14 943) 236 899
Segmental liabilities 132 570 41009 - 1217 174 796 (40 243) 134 553
Investment, under the equity 1939 - - - 1939 - 1939
method

Non-current assets acquired 2553 8 857 - 3 11 413 - 11 413
Deferred tax assets 2905 - - - 2905 - 2905

10. Fair Value Measurement

For financial reporting purposes, some of the assets and liabilities of the entity are measured and presented,
and / or only disclosed at fair value. Such are: financial assets at fair value, obtained bank credits and loans,
certain trade and other receivables and liabilities that are measured on a recurring basis.

Fair value is the price that would be received to sell an asset, or that would be paid to transfer a liability, in
an orderly transaction between market participants, at the measurement date (i.e. an exit price). Fair value is
the output price and it is based on the assumption that the transaction to sell the asset or transfer the
liability takes place either in the principal market for this asset or liability, or in the absence of a principal
market — in the most advantageous market for the asset or liability. Both the defined as principal market, as
well as the defined as the most advantageous market, are such markets to which the entity must has access.

Fair value is measured using the assumptions and assessment techniques that the potential market
participants would use when pricing the asset or liability, assuming that market participants would act in
their best economic interest.

Fair value measurement of non-financial assets, is always based on the assumption of what would be the
highest and best use of the given asset for the market participants.

The fair value of all assets and liabilities, measured and / or disclosed in the Financial Statements at fair
value, is categorized under the following fair value hierarchy, namely:

Level 1 - Quoted (non-adjusted) market prices in active markets for identical assets or liabilities, as well as
the level of market rentals of properties with similar characteristics;
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Level 2 - Valuation techniques, which use inputs, other than directly quoted market prices of property and
rentals, but which are directly or indirectly accessible for observation, including and the cases when the
quoted prices are subject to significant adjustments; and

Level 3 - Valuation techniques, which use inputs which in part are significant unobservable.

The fair value concept assumes that financial instruments are realized through sales. Nevertheless, in most
cases, especially when concerning receivables and liabilities, credits and deposits, the entity expects to
realize these financial assets and their entire repayment, or respectively payment, on time. This is and the
reason why such are presented at their amortized cost.

The current, per their nature, assets and liabilities (Trade receivables and liabilities, short-term loans), as
well as the disclosed in the Statement of Financial Position, assets and liabilities at market value (deposits,
placed at banks, investments in securities) are also part of the financial assets and liabilities. This is and the
reason why their fair value is approximately equal to their carrying amount. Exception to this rule are
available-for-sale financial assets and investments in associates, reported under the equity method, for
which there is no market, nor are there objective conditions to reliably determine their fair value. Thus such
are presented at their acquisition cost (cost).

Insofar as there is no sufficient market experience, stability and liquidity for the sale and / or purchase of
certain financial assets and liabilities, there will be no sufficient and reliable quotes of their market prices.
The entity’s Management believes that in light of the present conditions, the presented in the Statements of
Financial Position assessments of financial assets and liabilities are the most reliable and adequate for
financial reporting purposes.

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

> The sole shareholder of TRACE — SOFIA LTD — TRACE GROUP HOLD PLC - decided on
30.12.2015 to increase the entity’s capital by 2 000 000 BGN (two million BGN). The capital should be
increased by the issue of 20 000 (twenty thousand) ordinary, bearer, voting shares, at nominal value of 100
BGN (one hundred Bulgarian Levs) each. The decision is registered in the entity’s records in 12.01.2016.

> Via its subsidiary Trace International LTD, Trace Group Hold PLC acquired additional 27.15% of
the shares in Vior Velika Morava, Belgrade, Serbia, and thus became sole shareholder of the entity’s capital.

> A change in the composition of the Board of Directors of “USM” PLC, was registered in the
Commercial Registry on 04.01.2016. Mariana Georgieva Katerova is released and Anna Dimitrova
Dragneva is appointed at her place.

12. Transactions with non-controlling interest (NClIs)

Below are disclosed the effects of transactions with non-controlling interest, on the Group’s equity, as at
31.12.2015.

CC TRACE TRACE AL VIOR VELIKA Others Total

JSC JUNAIBILTD MORAVA]JSC
Net book value of the acquired NClIs - - - 16 16
Payments to the NCIs - - - - -
Increase in the Group’s equity - - - 16 16

Subsidiaries and non-controlling interests

The subsidiaries with significant non-controlling interests in the Group are “CC Trace” JSC and “Trace
International” LTD, which has a non-controlling interest in the subsidiaries “Trace Al Junaibi” LTD and
“Vior Velika Morava” JSC.
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Subsidiary CC TRACE TRACE AL VIOR VELIKA

JSC (in liquidation) JUNAIBI LTD MORAYVA JSC

Place of principal activities Bulgaria The Sultanate of Serbia
OMAN

The portion of ownership rights of the NCls 35.00% 30.00% 27.15%

The portion of voting rights for the NCIs 35.00% 30.00% 27.15%

Total NCls,

Thousands of BGN

Net book value of the NClIs as at 31.12.2014 (184)

Profit / loss, attributable to the NClIs for the petiod (10)

Other Comprehensive Income, attributable to the NClIs for the period -

Paid dividends, attributable to the NCIs 97)

Changes in the participations in subsidiaries (16)

Net book value of the NCIs as at 31.12.2015 (307)

13. Going concern
The Consolidated Financial Statements are prepared in accordance with the going concern assumption. The
Management has analysed the validity of the going concern principle, taking into account the intentions, the
projections and estimates, and the business plans of the entities in the Group. As a result, the Management
has concluded that the application of the going concern principle is appropriate.

14. Disclosures, in compliance with the legislative requirements
The Group discloses the accrued in 2015 audit expenses, due for services rendered by Registered Auditors

(CPAs), amounting to 205 thousand BGN.

15. Financial indicators and ratios

Indicators
Ne Indicators 2015 2014 Difference
Value Value Amount %

1 Non-cutrent Assets (total) 97 846 90 936 6910 8%
2 Current Assets, including 264 155 145 963 118 192 81%
3 Inventory 9484 8012 1472 18%
4 Current Receivables 170 555 99 356 71 199 72%
5 Current Financial Assets 828 828 - 0%
6 Cash and Cash equivalents 83 288 37767 45521 121%
7 Total Assets 362 001 236 899 125102 53%
8 Equity 108 811 102 530 6 281 6%
9 Financial Result 9683 9143 540 6%
10 Non-current Liabilities 9130 9443 (313) -3%
11 Current Liabilities 244 367 125 110 119 257 95%
12 Total Liabilities 253 497 134 553 118 944 88%
13 Total Income 483 496 345 539 137 957 40%
14 Sales’ Income 482 911 344 512 138 399 40%
15 Total Expenses 471 654 335152 136 502 41%
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Ratios
Ne Ratios 2015 2014 Difference
Value Value Amount %
Profitability:
1 Return on Equity 0.09 0.09 (0.00) 0%
2 Return on Assets 0.03 0.04 (0.01) -31%
3 Return on Liabilities 0.04 0.07 (0.03) -44%
4 Net profit margin 0.02 0.03 (0.01) -24%
Efficiency:
5 Of costs 1.03 1.03 (0.01) -1%
6 Of income 0.98 0.97 0.01 1%
Liquidity:
7 Current ratio 1.08 1.17 (0.09) -7%
8 Quick ratio 1.04 1.10 (0.06) -5%
9  Acid test 0.34 0.31 0.04 12%
10 Absolute liquidity 0.34 0.30 0.04 13%
Financial leverage:
11 Financial leverage 0.43 0.76 (0.33) -44%
12 Gearing 2.33 1.31 1.02 78%
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The Annual Consolidated Activity Report presents commentary on, and analysis of, the
Financial Statements, and other significant information with regards to the Group’s financial position
and operating results. It comprises information under Article 33, para. 1 of the Accountancy Act and
Art. 100 n, para. 7 of the Law on Public Offering of Securities (LPOS), as well as Art. 32, para. 1, b.p. 2
and b.p. 4 of Ordinance Ne 2, issued by the Financial Supervision Commission, Art. 187 and Art. 247
of the Commercial Act.

I. General information on the entity

“Trace Group Hold” PLC is a public limited company, as per the meaning of Art. 110 of the
Law on Public Offering of Securities (LPOS). The entity is registered in the district court of Stara
Zagora, under company file Ne255/2005

Domicile and Registered address: No. 12, “Nikola Obrazopisov” Str., 1408, Sofia
Mailing address: No. 12, “Nikola Obrazopisov” Str., 1408, Sofia

Principal activities:

Acquisition, management, valuation and sale of interest in Bulgarian and foreign entities
Building and construction works

Project Management in the fields of high-rise building and road construction
Consulting services

Trade activities

Rental (sublease) of Non-current assets

Share capital:

As at 31.12.2015 — 24 200 000 BGN, distributed among 24 200 000 non-cash, non-bearer
shares, at nominal value of 1 BGN each, of which 24 183 749 are voting shares and 16 251 shares do
not provide voting rights.

As of 27 October 2007, the shares of “Trace Group Hold” PLC are traded on the Bulgarian
Stock Exchange.

Servicing banks

UniCredit Bulbank AD
SG Express Bank AD
DSK EAD
United Bulgarian Bank (UBB) AD
Investbank AD
First Investment Bank (FIB) AD

Registered Auditor (CPAs), in charge of the audit: The Auditing Company “HLB Bulgaria”
LTD.

Annual Consolidated Activity Report for the financial reporting 2015
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I1. Business Development

1. Principal activities

“TRACE GROUP HOLD” PLC is a leader in the Bulgarian construction market; a well
establish European entity that successfully develops all its activities in the fields of infrastructure,
investment, international trade and logistics. The Group concentrates its activities mainly in the
Western Balkans. The principal activities of the TRACE Group include:

- Construction and maintenance of the road infrastructure, on the territory of the Republic of
Bulgaria and of the Republic of Serbia;

- Construction of subways (metro) — execution of 1/3 of the project “Sofia Metro”;

- Railway construction — building high-speed railway lines, implementation of innovative railway
technology — the Zhismar system;

- Construction and maintenance of civil and military airports, in compliance with the
international standards, regulating such;

- Construction of treatment plants; integrated water cycles; water-mains, water conduits and eco
projects;

- High-rise building, with diversified profile, including energy efficiency projects;

- Gas and power facilities, including gas stations.

On the territory of the Republic of Bulgaria, the Holding unites branch related entities, with
their activities are specialized in different lines, depending on the capacity and the location of the
respective entity. The Holding’s headquarters are located in Sofia, while the headquarters of its
subsidiaries are located in the structural regions of Bulgaria — Stara Zagora, Burgas, Pleven, Yambol,
Kardzhali and Smolyan.

The international company “Trace International” LTD coordinates the Holding’s business
operations with foreign leading partners and financial institutions (foreign-based activities). The
priority foreign markets include: the Balkans, Central Europe, the Middle East and the countries in the
Persian Gulf, Central Asia and Far East.

Over the last few years, “Trace Group” PLC has penetrated the Serbian construction market,
establishing a branch and two subsidiaries (“New Bridges” and “Trace Balkans”) in Belgrade. The
entities engage in infrastructure construction and trade activities. Two large Serbian road construction
companies —“Trace PZP Nis” AD (JSC) and “Trace PZP Vranje” LTD — were acquired in the end of
2014 and in the beginning of 2015 respectively. Both entities joined the Trace structure in 2015. The
newly acquired entities operate on the territory of a total of 28 Serbian Municipalities and maintain
nearly 3 000 km of their road network. The entities own one of the largest aggregate quarries for inert
materials in the Republic of Serbia, 7 asphalt plants, more than 220 items of construction machinery
and equipment, modernly equipped administrative buildings and production sites.

In Central Europe, the Holding is positioned in the Czech Republic. The entity has an
established an efficiently operating branch in Prague, which is currently executing two projects.
Furthermore, the branch is actively applying and participating in new tenders.
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The entities in the structure of “Trace Group Hold” PLC are members of the:
e Bulgarian Construction Chamber
e Bulgarian Branch Chamber “Roads”
e Confederation of the Employees and Industrialists in Bulgaria (KRIB)
e “Bulgarian Forum for Transport Infrastructure” Association
e Road Safety Bulgarian Branch Association
e Bulgarian Water Association (BWA)
e Bulgarian — Chinese Chamber of Commerce and Industry
e Bulgarian — Russian Chamber of Commerce and Industry

e Bulgarian — Polish Chamber of Commerce and Industry

2. Operating results

Net Sales Income Structure:

The consolidated Sales Income for 2015, amount to 483 496 thousand BGN. These record an
increase of 39.93% compared to the Sales Income, realized in 2014 (345 529 thousand BGN).

The consolidated Net Sales Income for 2015, amount to 482 911 thousand BGN. These record
an increase of 40.17% compared to the Net Sales Income, realized in 2014 (344 512 thousand BGN).

Thousands of BGN

Type of income 2015 2014 change %
Sales of goods 20 453 4,24% 8 051 2,34% & 154,04 %
Rendering of services, including: 444 882 92,13% 317073 92,04% & 40,31 %

* Building and construction services 443 089 315003

Sales of merchandize 13 389 2,77% 13 665 3,97% W  (2,02)%
Other income 4187 0,87% 5723 1,66% W  (26,84)%
482 911 100,00% 344 512 100,00% £ 40,17 %

The Sales Income, generated by the Group, is realized mainly on the territory of the Republic of
Bulgaria and represents 82.64% of the Total Income. 13.45% of the Sales Income is realized in the
Republic of Serbia and 3.91% is realized in the Czech Republic.
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Net Income from Sales 2015
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Income, generated from the rendered services, hold the largest relative share in Net Sales Income
structure. These amount to 444 882 thousand BGN and have increased, compared to the prior
reporting period, by 127 809 thousand BGN (2014: 317 073 thousand BGN). The relative share of
Income, generated from rendered services, amounts to 92.13% and has not changed compared to the
financial reporting 2014 (2014: 92.04%). Income, realized under construction services — 443 089
thousand BGN — form a main share of the Income, generated from rendered services. Such represent
91.75% of the total Net Sales Income. In absolute terms, the same have increased by 128 086 thousand
BGN, compared to the ones generated in 2014. Nonetheless, their relative share to the total net income
has not substantially changed — the revenue growth arises from the executed large infrastructure
projects, as well as the accession of new subsidiaries in the Republic of Serbia.

The graph of Service Income, generated under construction contracts, illustrates their
distribution by geographical segments.

Net income from Sales of Building and
construction services 2015
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In 2015, the entities in the Group performed works on over 260 projects and sites.
The most significant projects, executed during the reporting period ate:
1. Montana “Road I-1 (E 79) “Bypass road of the town of Montana”, from km 102+060 to km
114+512.20”
2. Additional design and construction of site: Road II-18 “Sofia Ring Road, in the section from
km 594400 to km 61+629.18, and from km 04000 to km 0+7807;
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3. LOT 3: Energy efficiency measures, in public buildings, in the Central South Planning Region
of Bulgaria;

4. 'TRP 5/17: Project “Bulgaria — Transit Roads V” LOT 17 — Road II — 16

5. Rehabilitation of the railway infrastructure along sections of the railway line Plovdiv — Burgas,
LOTs:

LOT Ne 2 — Rehabilitation of railway sections Stara Zagora — Zavoy (km 190+590 in the interstation
in Yambol — Zavoy) and Zavoy — Zimnitza (from km 1924706 to the front of the “Zimnitza”
station), including the main tracks in the stations “Stara Zagora” and “Yambol”, and all stations and
stops between them, built with approximate track length of 120 km.;

LOT Ne 3 — Rehabilitation of the railway section Tserkovski — Karnobat, including the main tracks in
the “Tserkovski” station, with an approximate unfolded track length of 28 kilometres, and track
renewal of the railway line Karnobat — Burgas, including the main tracks in the stations “Karnobat” and
“Bourgas”, and all stations and stops between them, with an approximate track length of 122 km.

6. “Construction of a regional centre for waste management — Stara Zagora”

7. Execution of building and construction works, in compliance with the approved draft, on stage
2 — sub-site 2: Extension of anti-icing facilities east Iztok

8. Rehabilitation of “Tsarigradsko Shose” Blvd., of sections (sub-projects): LOT 1: “Rehabilitation
of “Tsarigradsko Shose” Blvd., from “P. Yavorov” Blvd. to the overpass at “G.M. Dimitrov”
Blvd., including overpass at “Mihai Eminescu” Blvd. (“Peyo Yavorov” Blvd.) and the local lane,
south of the boulevard, in the section from the overpass at “G.M. Dimitrov” Blvd. to “AlL
Malinov” Blvd.; LOT 2: Rehabilitation of “Tsarigradsko Shose” Blvd., from the overpass at
“Al. Malinov” Blvd. to the Sofia Ring Road, and excluding the overpass at “Copenhagen” Blvd.

9. Repair works on “Vitosha” Blvd, in Sofia;

10. Current repair works and maintenance of Smolyan IYG (SOUTH)

11. Reorganization and reconstruction of “Iyg” (South) bus station, in Bourgas, and the
surrounding it area

12. Maintenance (preventative, current, winter and repair - restoration works in emergency
situations) on the national roads on the territory of the South Central Region, for LOT Ne 4
RRM SMOLYAN

13. New construction, overhaul, rehabilitation, reconstruction, current repair works on the road
network, the municipal roads, national roads (under a memorandum of understanding with the
National Road Infrastructure Fund), current maintenance and new construction of asphalt
pavements on the territory of Stara Zagora;

14. Execution of Building and construction works, under project: Rehabilitation of Municipal road
SZR1137 / 1-6, Kalofer — Kazanlak / — Aleksandrovo village and Rehabilitation of Municipal
road SZR1133 / 11-56/ Pavel Banya — Viden;

15. Preventative repair works of MH Trakya, Section from km 129 + 670 to km 134 + 600 — two
lanes;

16. Engineering (design and construction) of four overpasses, including the “Trapezitsa”
roundabout in the town Bourgas;

17. Construction works on the road paving of streets in the towns and villages, and the class IV
roads in the Municipality of Tsarevo, under two LOTs — Lot 1: “Construction works on the
paving of streets in the towns and villages, in the Municipality of Tsarevo;

18. Execution of Building and construction works on an additional site Ne 7: “Preslav” Str., in the
section “Khan Asparuh” Str. to “Odessos” Str., within the project of the Municipality of Varna
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“Aesthetics and modernization of the main pedestrian areas and public recreation areas of
Varna”;

19. Execution of construction works on a main site, namely on the territories: Gradska Gradina
(City Garden) — “Nezavisimost” Sq. — “Knyaz Boris I Blvd. — “Ruse” Str.;

20. Restoration and rehabilitation of the municipal road network in the Municipality of
Topolovgrad;

21. Determining a contractor to perform maintenance (preventive, current, winter and repair —
restoration works in emergency circumstances) works on national roads, located on the territory
of South Central Region, managed by RIA, according to Art. 19, para. 1, pt. 1 of the Roads
Law, under LOT Ne 1 - RRA Kardzhali;

22. Construction works, related with support of road surfaces, in 2015, in the Municipality of
Topolovgrad;

23. Engineering infrastructure of Bankya region — for major sewerage collectors and replacing
existing pipelines, falling within their territory.

The most significant international projects, forming the Group’s Income, generated in 2015
abroad are:

1. Highway E 75, Section: Grdelica (Gorno pole) — Tsarichina Dolina, LOT 2: Road and bridges
from “Predejane” Tunnel to “Tsarichina Dolina”, ICB No: CORRX.E75.EIB.PACKI1-
LOT2.ICB);

2. Construction of Highway E80, Section: Parallel non-commercial road, Bela Palanka — Pirot
(west), ICB No: CORRX.ESO.EBRD.B.ICB;

3. Construction of Highway E 80, Pirot (Fast) — Dimitrovgrad (residual works), ICB No:
CORRX.E80.EBRD.A2-RW.ICB

4.Bypass Dimitrovgrad — border checkpoint with Bulgaria (residual works), ICB No:
CORRX.E80.WB.PACK1-RW.ICB;

5. Group plumbing Benesov — Sedlicani, (construction of water main);

6. Extension of the Waste-Water Treatment Plant and Sewage Water Treatment Plant South —
Prague — Ruzyne International

The main Assignors under contracts, executed by the entities in the Group of “Trace Group
Hold” PLC, are the Road Infrastructure Agency, Metropoliten PLC, the National Railway
Infrastructure Company (NRIC), the Ministry of Regional Development and Public Works,
Municipalities, located throughout the country, Corridors of Serbia LTD, Municipalities, located on the
territory of the Republic of Serbia.

In 2015, Income from sales of production amount to 20 453 thousand BGN and compared to
the prior reporting 2014, such have increased by 154.04% (the latter amounted to 8 051 thousand BGN
in 2014). This income represents 4.24% of the total Net Income from Sales and their relative share has
increased, compared to the prior reporting period, by 1.90%. The realized in 2015 production was
mainly generated from the Sale of asphalt mixtures — 15 217 thousand BGN — and Sales of inert
materials — 4 755 thousand BGN. With their mobile asphalt mixing plants, the newly acquired entities
added to the collateralisation of the structure and ensured the production with higher production
volumes that were realized outside the Holding’s group. Analysed geographically, 9.77% of the asphalt
mixtures were realized in the Republic of Serbia, while 77.90% were realized on the territory of
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Bulgaria. The Sales of inert materials, outside the Group, record also significant growth. This is a result
of the activities of our entities in the Republic of Serbia - recording 67.47% of the total income,
generated from the sales of production.

Sales of goods also maintain their low share to net sales income (2.77%). Income from sales of
goods amount to 13 389 thousand BGN and are realized on the territory of the Republic of Bulgaria,
and are mainly generated from the Holding’s commercial entity — Trace Commerce Ltd. By their
nature, such Income is Income from sales of fuel (4 423 thousand BGN), bitumen (6 428 thousand
BGN), oils (847 thousand BGN), technical salt (532 thousand BGN) and others.

Other sales amount to 4 187 thousand BGN and record a decrease, both in absolute value, as
well as in their relative share to the total Net Sales Income, in comparison to the prior reporting period
(2014: 5723 thousand BGN). Income from sales of materials, rentals, compensation and fees, and
written off liabilities form Other Income. Income from sales of materials decrease in 2015 and amounts
to 2 077 thousand BGN (compared to 4 360 thousand BGN in 2014). Per their nature, the later
represent the materials, sold by the entities in the Group to subcontractors, in order to secure their
activities and ensure materials at the requisite quality. The written off, in 2015, liabilities amount to 612
thousand BGN, compared to 536 thousand BGN in 2014.

Financial Income Structure

Financial Income amounted to 573 thousand BGN in 2015 and have decreased by 43.88% in
comparison to the prior reporting period (in 2014, such amounted to 1 021 thousand BGN). This is a
result of the decreased Interest income, including interest income, generated under Trade receivables,
amounting to 57 thousand BGN (compared to 251 thousand BGN in 2014) and Interests, accumulated
under placed deposits, amounting to 3 thousand BGN, compared to 314 thousand BGN n 2014. In
practise, the Holding allocates its financial resources in the Group and ensures the principal activities of
its entities. The realized foreign exchange gains arise from the increased foreign transactions, concluded
by and between the entities in the Republic of Bulgaria and the entities and branch, established in the
Republic of Serbia, as well as the Czech branch. The absolute value of Interest income, generated under
commercial loans, nearly doubles too. Interest income, generated under commercial loans amount to
102 thousand BGN, compared to 55 thousand BGN in 2014. The annual Consolidated Financial
Statements present thorough information on the loans, granted by the Group.

Type of Income 2015 2014 change %

Generated from transactions with financial in 7 1,22% 3 0,29% s 133,33 %
Interest income, including Interest income g« 215 37,52% 671 65,72% W (67,96)%

* Trade loans 102 55

* Deposits 3 314

* Current accounts 2 16

* Trade receivables 57 251

* Others 51 35
Foreign exchange gains 295 51,48% 331 32,42% v (10,88)%
Other financial income 56 977% 16 1,57% A 250,00 %
573 100,00% 1021 100,00% W (43,88)%
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Financial Income
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The graph below presents the financial income, per geographical segments, realized in 2015.

Financial Income 2015
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Expenses Structure, per economic elements

As a result of the increased amount of Sales Income, Expenses per economic elements record
too a growth of 44.72%, compared to the same in the prior reporting period. The relative share of the
different types to the total expenses also changes.

Thousands of BGN
Type of expense 2015 2014 change %
Expenses per economic elements 454 711 314 194

* Raw materials, materials and consun 91 944 20,22% 68 601 21,83% & 34,03 %
* Hired services 299 814 65,94% 208 447 66,34% 4 4383 %
* Depreciation 7219 1,59% 7 082 2,25% 4, 1,93 %
* Salaries, wages and social contributic 34 690 7,63% 21274 6,77% & 63,06 %
* Impairment of assets 2145 0,47% 4022 1,28% W (46,67)%
* Other costs 18 899 4,16% 4768 1,52% 4 296,37 %
454 711 100,00% 314 194 100,00% <& 44,72 %

Expenses per economic elements 2015
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Expenses, per economic elements, amount to 454 711 thousand BGN, and record a growth,
compared to the prior period, of 44.72%. This is due to the increased volume of construction works, in

which the entities of the Group engage during the year.

The Cost of Raw materials, materials and consumables, sum up to 91 944 thousand BGN, for
the financial reporting 2015, and have increased by 23 343 thousand BGN, compared to the prior
reporting period (2014 — 68 601 thousand BGN). By their nature, these are the costs incurred for
Direct raw materials and overheads, consumed in the production process, expenses for Fuels and
lubricants, Tires, Spare parts, Electricity, Stationary and consumables, Water and others. Their relative
share to the Total Expenses per economic elements has decreased to 20.22% in the current reporting
period (2014 — 21.83%).

The expenses, incurred for Direct raw materials —73 225 thousand BGN — and the expenses
incurred for Fuels and lubricants — 11 998 thousand BGN — form the most significant portion of the
Cost of Raw materials and consumables. Compared to the prior period, expenses incurred for Direct
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raw materials increase with 15 324 thousand BGN, or by 26.47%, and the Expenses, incurred for Fuel
and lubricants — with 5 985 thousand BGN, or by 99.53%. This growth in the Direct materials
consumed relates and to the increased amount of building and construction works, executed by the
Group in the country and abroad. Expenses, incurred for spare parts form a large portion of the Cost
of materials. Expenses, incurred for spare parts, sum up to 1850 thousand BGN and record a
significant increase of 720 thousand BGN, compared to the same in 2014 (when such amounted to
1 130 thousand BGN). The motor vehicles, owned by the Group, imply that Cost to acquire tires (556
thousand BGN) and Consumables for the transport vehicles (144 thousand BGN) would be incurred
by the Group. The specialised machinery and the transport vehicles, with which the entities in the
Holding are equipped, as well as their optimal workload, require constant maintaining and repair works
to be done on these assets. The Cost of electricity amounts to 1 270 thousand BGN and has double,
compared to the prior reporting period (2014: 633 thousand BGN). The reason behind this increase lies
both in the increased volume of building and construction works, as well as in the increased sales of
asphalt mixtures and inert materials. No significant changes, in comparison to the prior reporting
period, can be observed in the values of the other cost of materials. The practice of Trace Group Hold
PLC is to purchase raw materials and fuels via the Holding’ subsidiary — Trace Commerce LTD. The
centralized supplies of materials in one entity ensure the high quality of materials and price
optimization upon their purchase.

In a per geographical segment analysis, the Direct production materials, consumed in Bulgaria,
form 73.26% of the Total Direct materials consumed by the Group; the Direct production materials,
consumed in Serbia — 18.76%, while the Raw production materials, consumed in the Czech Republic —
7.98%.

Raw materials, materials and consumables 2015

m BULGARIA SERBIA wmCZECH

Hired services form a main portion of the Expenses, per economic elements. In 2015, hired
services amount to 299 814 thousand BGN and trecord an increase of 91 367 thousand BGN,
compared to the prior reporting period (when such amounted to 208 447 thousand BGN). Despite the
fact that Hired services increase in absolute value, they maintain their relative share in the Operating
expenses, per elements — accounting to 65.94% in 2015 versus 66.35% in 2014.

Hired services comprise of: Expenses incurred with regards to subcontractors, Hired transport,
Repairs, Insurance, Subscriptions, Laboratory testing, Design, Advertising, Consulting and other
contracts, Security, Taxes and fees and others. The services, rendered by Subcontractors amount to 247
767 thousand BGN and form 82.64% of the total amount of the Hired services. As a result of the

significantly increased volume of executed by the Group building and construction works, the absolute
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value of the later has recorded an increase, in comparison to the same 2014, of 69 693 thousand BGN
(in 2014 such amounted to 178 074 thousand BGN). The absolute value of the Hired transport and
Hired mechanization costs have more than doubled. In 2015, Hired transport costs sum up to 12 948
thousand BGN (compared to 5 524 thousand BGN in 2014). Over 80% of these costs are incurred by
the entities, operating on the territory of the Republic of Bulgaria. The additionally hired, in periods of
intense work activities, machinery and motor vehicles cause this increase. The distant location of part
of the executed projects and sites, and the specificity of some construction works, impose on the
Group the requirement to use assets of others in order to achieve better effectiveness. On the other
hand, laboratory service costs also record a significant increase — such amount to 1 108 thousand BGN
in 2015 (2014: 340 thousand BGN). The increased Costs of Quality control, performed on the projects
and sites in the Republic of Serbia, lead to the increased Cost of laboratory service, recognised by the
Group. The costs, incurred in respect of blasting operations, have also significantly increased — such
amount to 1 388 thousand BGN in 2015, compared to 72 thousand BGN in 2014.

Expanding the construction activities beyond the borders of the Republic of Bulgaria requires
significant hired services resources. This trend shall continue and within the next reporting period, until
the completion of the undertaken projects.

Hired services 2015

07%

86,28%
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Insurance costs for the current reporting period amount to 1 189 thousand BGN and have
increased compared to the prior reporting period 100 thousand BGN, mainly due to the acquired by
the subsidiaries in the Republic of Serbia assets. Tax and fee expense, accounting to 1 396 thousand
BGN in 2015, have also increased in comparison to the same in 2014, when they amounted to 658
thousand BGN. Over 50% of the incurred Tax and fee expenses are attributable to the entities,
operating in the Republic of Serbia. Expenses, incurred under Consulting and other contracts and the
design cost are the components of Hired service, which record a decrease in the current reporting
period, compared to the same in 2014. Expenses, incurred under Consulting and other contracts
decrease by 1 001 thousand BGN and in 2015 sum up to 3 632 thousand BGN, compared to 4 633
thousand BGN in 2014. Design costs decrease by 2 087 thousand BGN and in 2015 amount to 630
thousand BGN, compared to 2717 thousand BGN in 2014. Expenses, incurred for legal services,
amount to 482 thousand BGN, and the Expenses, incurred to custom services — 158 thousand BGN.
No significant changes can be observed in the Advertising costs (amounting to 184 thousand BGN,
compared to 208 thousand BGN in 2014).

In comparison to the prior reporting period, no significant changes in the values of the accrued
in 2015 Depreciation costs can be observed — namely Depreciation costs in 2015 sum up to 7 219
thousand BGN, compared to 7 082 thousand BGN in 2014. In 2015, the value of the newly acquired
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Non-current Tangible Assets growths, compared to the prior reporting period, by 2 252 thousand
BGN. The later sum up to 13 621 thousand BGN in 2015, compared to 11 369 thousand BGN in
2014. This increase is mainly due to the assets of the acquired in the Republic of Serbia entity — Trace
PZP Vranje AD (JSC). The acquired and put in exploitation Non-current Tangible Assets in the
Group are: Machinery and equipment, at carrying amount 4 575 thousand BGN, plant of 1 133
thousand BGN, buildings, of net book value of 2 482 thousand BGN and transport vehicles, worth at
1 842 thousand BGN. Lands, at book value of 2 076 thousand BGN and other assets, with book value
1 095 thousand BGN were also acquired within the current reporting period. The Capitalized costs
amount to 418 thousand BGN. The acquired Non-current Tangible Assets, amount to 249 thousand
BGN.

The Group has accrued, in 2015, Losses from the impairment of assets, in the amount of 2 145
thousand BGN. Compared to the same in the prior reporting period, in 2015, the Group has accrued
1 877 thousand BGN less Impairment losses. These expenses are mainly (80%) formed by the accrued
Impairment of cash at bank and cash equivalents, held under current accounts and current deposits at
Corporate Commercial Bank, which are not guaranteed by the Bulgarian Deposit Insurance Fund. The
balance represents an Impairment of trade and other receivables. The entities in the Group impair
receivables, whose collectability is uncertain.

Salaries and wages have increased in absolute terms, with such amounting to 34 690 thousand
BGN in 2015, compared to 21 274 thousand BGN in the prior reporting period. Their relative share to
the Total Operating expenses also records an increase — 7.63% (in 2015) compared to 6.77% (in 2014).
The reasons behind these increases are of various natures — as a result of the acquired subsidiary, as
well as due to the execution of large infrastructure projects, both in the country and abroad, the average
number of personnel, employed in the Group increased in comparison to the prior reporting period by
nearly 41% and reached 2051 persons. Furthermore, the social security contributions, due abroad are
higher than the social security contributions, due in Bulgaria and this leads to hired personnel costs.
Distributed per geographical segments, the expenses, incurred in respect of Salaries and wages and of
the Social security contributions in Bulgaria, amount to 65.26% of the Total Employee benefits. The
Salaries and wages and of the Social security contributions, incurred in Serbia, amount to 33.15%, while
the Salaries and wages and of the Social security contributions, incurred in the Czech Republic — 1.60%
of the Total Employee benefits.

Salaries, wages and social contribution costs 2015

0%
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Other operating expenses include expenses for Business Trips, Entertainment costs, expenses
related to Donations and grants, Penalties and fee charges accrued, costs relating to Medical services,
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provided in the course of the activities, Provisions of estimated future costs and others. In 2015, Other
expenses increase by 14 131 and amount to 18 889 thousand BGN. These represent 4.16% of the Total
Expenses per items. Such have recorded an increase, both in their absolute value, as well as in their
relative share. The expenses for accrued Provisions under contracts for building and construction
works, amounting to 11 858 thousand BGN, form the largest portion of Other expenses. Per their
nature, such secure future expenses that the entities would incur in subsequent periods, when in
compliance with the contracted terms and conditions, the entities need to execute maintenance works
on the already completed construction sites. In 2015, expenses, reflecting the potential risk that the
branch of Trace Group Hold PLC in the Republic of Serbia could be exposed to as a result of
disputable and pending for resolution, as at the date of these Financial Statements matter, under one of
the executed projects, are carried as Provisions under contracts for building and construction works.
Due the fact that the reasons, which lead to this unfavourable project’s development arise, to a large
extent, from the Assignor’s failure to settle its obligations under the contract, the entity has taken all
requisite legal actions to prove this. Nevertheless, the risk, inherent to this event, is valued at maximum
weight in the Consolidated Financial Statements.

Other costs 2015
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The expenses, accrued for Business Trips, amounting to 742 thousand BGN, record an increase
of 264 thousand BGN, compared to the prior reporting period (2014: 478 thousand BGN). The
execution of construction contracts abroad, required the transport of the available in the structure
equipment, mechanization, managerial and technical personnel. The Penalties and fees, incurred by the
Group have grown by 214 thousand BGN — in 2015 such amounted to 351 thousand BGN, compared
to 137 thousand BGN. The cost of Receivables written-off also records a significant growth. Such
amount to 2 148 thousand BGN and are incurred mainly by the entities, operating on the territory of
the Republic of Serbia, in an analysis of the receivable’s collectability, as at year-end. In 2015, the
entities in the Group have incurred 494 thousand BGN for Donations and grants. These expenses are
incurred mainly on the territory of the Republic of Bulgaria.

Financial Expenses’ Structure

In 2015, Finance costs amount to 2 980 thousand BGN and record a 33.21% increase,
compared to the same for the financial reporting 2014. The most significant component of the Finance
costs is the Interest expense, whose value is twice the amounts, recorded in the prior reporting period.
Expenses, incurred for bank guarantees, amounting to 1 080 thousand BGN, also form a large portion
of the Finance costs. The reason behind this increase, lies in the large amount of concluded contracts
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for building and construction works, which require bank guarantees to be provided, both for securing
the provided advances, as well as for guarantying the quality of the executed construction works.

Thousands of BGN
Type of expense 2015 2014 change %
Interest expense, including interest expc 1110 37,25% 562 2512% & 97,51 %
* Trade loans 3 -
* Loans, granted by financial institutio 542 313
* Leases 38 30
* Deposits - -
* Trade liabilities 468 210
* Others 59 9
Expenses from transactions with financi 1 0,03% 6 027% W (83,33)%
Foreign exchange losses 229 7,68% 162 7,24% & 41,36 %
Expenses, related with bank guarantees 1080 36,24% 379 16,94% & 184,96 %
Other finance costs 560 18,79% 1128 50,42% W (50,35)%
2980 100,00% 2 237 100,00% <& 33,21 %

Finance costs

1200
1000
800
600
400
— A— Bl
Interest Interest Interest Interest Interest Expenses Foreign Expenses, Other
expense of expense of expense of expense of expense of from exchange related finance
Trade Loans, Leases Trade Others  transaction losses with bank costs
loans granted by Liabilities s with guarantees
financial financial
institutions instrument
B
m2015 3 542 38 468 59 1 229 1080 560
m2014 313 30 210 9 6 162 379 1128

m 2015 m2014

Compared to the prior reporting period, Interest expenses, incurred under leases, record an
increase of 38 thousand BGN. During the financial reporting period, the Group has enacting lease
agreements with Interlease JSC, Interlease Auto JSC and DSK Operating Lease L'TD., and Sogelease
Bulgaria LTD.

Subsequent to the increased transactions, denominated in foreign currencies, foreign exchange
losses also increase. Such sum up to 229 thousand BGN in 2015, compared to 162 thousand BGN in
2014.
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In 2015, Interest expenses, incurred under loans from financial institutions increase, compared to
the same in 2014, by 229 thousand BGN, or by 73.16%. The increased building and construction
works, executed by the entities in the Group, has resulted in increased financial resources, attracted by
other financial institutions.

The Interest expenses, incurred under Trade liabilities, grow from 210 thousand BGN (in 2014)
to 468 thousand BGN (in 2015).

Finance costs 2015

mBULGARIA mSERBIA mCZECH

The entities in the Group serve several credits, granted by different financial institutions —
UniCredit Bulbank AD, SG Expressbank AD, UBB AD, Investbank AD and FIB AD. As at
31.12.2015, the total sum of funds, utilized under bank credits, amount to 5 604 thousand BGN.

In comparison to the prior reporting period, Other financial expenses, amounting to 560
thousand BGN, record a decrease of 50.35% (2014: 1 128 thousand BGN).

Trace Group Hold PLC has signed framework agreements for bank guarantees. As at 31.12.2015,
the amounts per contract and the placed bank guarantees are as follows:

Bank Limit — as per the contract Guarantees, effective
as at 31.12.2015

in thousands of BGN in thousands of BGN

Societte General Expressbank AD 68 648 37139
FIB AD 10 000 5047
UniCredit Bulbank AD 65 000 41 529
DSK Bank AD 48 896 11 419
Investbank AD 22 000 3254
UBB AD 20 000 4959
Total: 234 544 103 347
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Personnel

As at 31.12.2015, the structure of the personnel, employed in the Group, per labour category, is

as follows:
Number of employees Number of employees
as at 31.12.2015 as at 31.12.2014

Total employees 2051 1451
Management 143 151
Analytical Seniors 173 182
Practical Seniors 318 190
Assistants 207 64
Qualified employees 241 125
Personnel, engaged with rendering services 20 17
Machine operators, plant operators 429 384
Low-qualified employees (workers) 520 338

Regardless of the challenging economic environment and the growing unemployment in the
country, the Holding’s Management managed to ensure a satisfactory employment rate. In 2015, the
number of personnel, employed in the Group, increased compared to the number of personnel in
2014. The acquisition of the new Serbian entities is one of the factors that contribute for this increase.

A geographical distribution of the 2015 personnel is presented hereafter:
Total Employees 2015

9%

58,26%

m BULGARIA SERBIA mCZECH

3. Financial — Accounting analysis. Financial indicators and ratios.

Accounting policy

In compliance with the effective legislation of the Republic of Bulgaria, “Trace Group Hold”
PLC applies the International Financial Reporting Standards. The current Consolidated Financial
Statements are prepared in compliance with the requirements of the International Financial Reporting
Standards, endorsed by the European Union. The main principles of the Accountancy Act and the

Annual Consolidated Activity Report for the financial reporting 2015
17



TRACE GROUP HOLD PLC TRAC E

requirements, set under the International Accounting Standards, the requirements of the Individual
Chart of accounts and the individual Accounting policy of the entity, are applied throughout.

The entity has not changed its accounting policy subsequent to the adoption and application of
all new and / or revised IFRS, effective for the current reporting period, beginning on 01.01.2015, as
no items or operations that would be affected by the revisions and amendments to the IFRS have
occurred during the reporting period.

Financial indicators, ratios and coefficients

In 2015, the Group has realized a financial result of 9 683 thousand BGN profits, representing
a 6% growth, compared to the profits, realized in 2014. The Total Income, generated by the Group,
increase by 40%, compared to the prior reporting period, while the Total Expenses increase by 41%.
The generated operating income and incurred operating expenses are growing faster than the positive
result. This leads to a decrease in the financial indicators and ratios, characteristic of the efficiency of
the performed works.

The Group’s position during the financial reporting 2015, is reflected in the following economic
indicators and ratios:

Indicators
Ne Indicators 2015 2014 Difference
Value Value Amount %
1 Non-current Assets (total) 97 846 90 936 6910 8%
2 Current Assets, including 264 155 145 963 118 192 81%
3 Inventory 9 484 8012 1472 18%
4 Current Receivables 170 555 99 356 71199 72%
5 Current Financial Assets 828 828 - 0%
6 Cash and Cash Equivalents 83 288 37767 45 521 121%
7 Total Assets 362 001 236 899 125102 53%
8 Equity 108 811 102 530 6 281 6%
9 Financial Result 9683 9143 540 6%
10 Non-cutrent Liabilities 9130 9443 (313) -3%
11 Current Liabilities 244 367 125110 119 257 95%
12 Total Liabilities 253 497 134 553 118 944 88%
13 Total Income 483 496 345 539 137 957 40%
14 Sales Income 482 911 344 512 138 399 40%
15 Total expenses 471 654 335152 136 502 41%
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Ratios
Ne Ratios 2015 2014 Difference
Value Value Amount %
Profitability:
1 Return on Equity 0,09 0,09 (0,00) 0%
2 Return on Assets 0,03 0,04 (0,01) -31%
3 Return on Liabilities 0,04 0,07 (0,03) -44%
4 Net profit margin 0,02 0,03 (0,01) -24%
Efficiency:
5 Of costs 1,03 1,03 (0,01) -1%
6 Of income 0,98 0,97 0,01 1%
Liquidity:
7 Current ratio 1,08 1,17 (0,09) -7%
8 Quick ratio 1,04 1,10 (0,00) -5%
9 Acid test 0,34 0,31 0,04 12%
10 Absolute liquidity 0,34 0,30 0,04 13%
Financial leverage:
11 Financial leverage 0,43 0,76 (0,33) -44%
12 Gearing 2,33 1,31 1,02 78%

Profitability (return) coefficients are an important criterion for the economic efficiency of the
entity. They are subject to investor’s interest as they convey the pace of return on capital. Per their
nature, profitability coefficients are quantitative characteristics of the entity’s sales income efficiency, of
the equity efficiency, of the efficiency of the real assets and liabilities. It is highly important to identify
and analyse and the dynamics of profitability - what changes can be observed in it compared to the
prior reporting periods and what are they a result of. This allows Management to yield a more complete
picture of the processes taking place and allows Management to timely react. Due to the different pace
of growth of Income and expenses on the one hand (Income increases by 40%, while expenses increase
by 41%), and the profits (6%) on the other hand, the profitability coefficients record a decrease of 24%,
compared to the prior reporting period. The value of the profitability of the return of equity does not
change in 2015, while the values of the profitability of the return on assets and liabilities decrease by
31% and 44% respectively.

Efficiency ratios are quantitative characteristics of the interrelation of the entity’s revenues and
expenditure. The main factor, influencing their alteration, is change in the income and cost structure.
The results of the cost efficiency ratio analysis allow users to identify how much operating income is
generated by the entity when incurring, in the same activity, one unit of cost.

The income efficiency coefficients are reciprocal to the cost efficiency ratios. Income efficiency
ratios indicate how much cost is incurred for each unit of income. Due to the nearly identical paste of
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increase of income and expense, the efficiency ratios do not change significantly. The cost efficiency
decreases by 1%, while the income efficiency grows by 1%. In the course of the entity’s activities in
2015, 1.03 BGN of income incur 0.98 BGN costs. In 2014, this ration has shown 1.03 BGN of income
to incur 0.97 BGN cost.

Liquidity ratios are essential for the analysis and evaluation of the activities of any entity, as such
expressed its ability to timely settle its debts with the available assets. Reviewing it in a dynamic aspect,
liquidity implies the entity’s ability to convert the available assets into liquid assets.

The current ratio and quick ratio for 2015 amount to 1.08 and 1.04 respectively. Such decrease
their values, compared to the prior reporting period, by 7% and 5 % respectively. The Acid test and
absolute liquidity increase by 12% and 13% respectively. The reason for this is the significant increase
of the available cash resources as at year-end, which is over twice the amount of the same in 2014. At
coefficient levels above 1 unit, the risk that the entity will fall into a state of inability to meet its
liabilities is too low.

Financial leverage indicators relate to liquidity ratios. Financial leverage indicators characterize
the degree of the entity’s financial independence from its creditors, i.e. the degree of utilization of the
borrowed capital. The financial leverage coefficient is the ratio between equity and the total liabilities.
The levels of this coefficient have decreased as at 31.12.2015, with the change being 44% lower,
compared to the respective value in 2014, and it amounts to 0.43 for 2015. This decrease arises from
the fact that the increase in the total liabilities (by 88%) exceeds the increase in equity (by 6%).

Debt ratios show the amount of recorded liability on a 1 BGN of equity. As at 31.12.2015, the
debt ratio amounts to 2.33, compared to 11.31 as at the prior year’s end.

The conducted financial analysis of the Group’s activities in 2015 shows that the past year has
been a successful one for Trace Group Hold PLC and its subsidiaries. The Holding reports Net Sales
Income of 482 911 thousand BGN and 9 683 thousand BGN Net Profits for the Group. During the
reporting period, the entity’s expansion and establishment on the Serbian market continues with the
acquisition of one more company — Trace PZP Vranje.

Management’s responsibility:

The Management confirms that is has applied consistently an adequate accounting policy.

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

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

4. Investment portfolio

Investments in associates

Interest %

Technostroyinzhenering — 99 JSC 33%
Redko Trace International LTD 49%
Voden Proekt (Water Project) Stara Zagora — a 30%

Company, under the Law on Obligations and Contracts

Annual Consolidated Activity Report for the financial reporting 2015
20



TRACE GROUP HOLD PLC TR A CE

5. Dividend policy

Increasing the confidence of the shareholders is a major commitment to the corporate
management of “Trace Group Hold” PLC and part of this commitment is dividend distribution,
targeting to satisfy the expectations of the shareholders. The entity’ Senior Management strives to take
balanced decisions regarding dividends, taking into account the available resources, the economic
situation and the shareholders’ desires.

With the purpose of satisfying the shareholders’ interest and targeting also reinvestment of the
retained profits, in order to achieve future growth in the entity’s development and increase the price of
its shares, the Board of Directors targets to maintain optimal dividend policy. The decision for
distribution of dividends of “Trace Group Hold” PLC is determined based on what portion of the
profits may be distributed, under the form of dividends, without compromising the entity’s ability to
invest, the latter being defined under the corporate business program for the following year.

The dividends, distributed in the last years, are as follows:

In 2015 —3 311 578.94 BGN (28.73% of the 2014 profits)

In 2014 — 3 056 842.11 BGN (30.48% of the 2013 profits)

In 2013 — 636 730.32 BGN (18.30% of the 2012 profits)

In 2011 — 578 947.37 BGN (4.20% of the 2010 profits)

6. Quality control system

“Trace Group Hold” PLC, and the entities in the Group, maintain an Integrated Quality
control system, in compliance with the requirements of the international standards ISO 9001:2008, ISO
14001:2004, OHSAS 18001:2007

The entities in the Group have designed, adopted and implement a policy on the quality, the
environment, the health and safety at work. The policy is designed by taking into account the core
activities of the respective entity. The policy is appropriate for the environmental impact of the entities’
activities, products and services, as well as for the nature and the risk levels, relating to the health and
safety at work.

“Trace Group Hold” Plc. regards the protection of privacy, health, rights and welfare of its
employees, and the environment, as elements of prime and fundamental importance in executing and
developing its activities. As of 2012, the entity has implemented a System for Social Responsibility SA
8000. The system is certified by C.I.S.E. - Network Lavoro Etico.

7. Environmental protection

“Trace Group Hold” PLC applies the international standards for environmental management.
The Group regards its sustainable development, competitiveness and economic prosperity as closely
related to the global efforts for environmental protection.
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In its capacity of a Holding entity that does not engage in independent production activities,
“Trace Group Hold” PLC has focused its activities mainly in management of its subsidiaries and
project management.

The corporate governance of “Trace Group Hold” PLC appreciates the importance of eco
balance in nature and pays close attention to the environmental impact of its subsidiaries’ production.
They report, on an annual basis, their assessment of their environmental impact and the measures to be
undertaken in that direction.

The Holding monitors for events, targeting to reduce the harmful effects on the environment,
caused in the course of the entities’ activities. All production facilities (crushing plants, asphalt plants,
stone flour plants, and others) are provided with filtration systems for capturing toxic exhaust
emissions and are complying with the requirements of the control bodies that monitor the
environmental protection. The specialized machinery and trucks meet the European and international
standards for environmental protection.

All the entities in the Group of Trace, including and “Trace Group Hold” PLC, are awarded the
certificates ISO 14001:2004 & OHSAS 18001:2007 for environmental, health and safety at work.

In conformance with the requirements of the above-referred standards, the entities have
identified, provided with resources, all processes affecting the quality, the environment, the health and
safety at work. The latter are subject to management, focused on the continuous improvement and
efficiency.

The entities in the Group strictly conforms to the environmental legislation with regards to the
production of construction materials, the disposal of construction waste and the prevention of soil
erosion during earth excavation works. In the production and construction processes, the Group
prefers to use locally produced resources, hence cutting the transportation costs, and thus preventing
and environmental pollution.

I1I. Significant events that have occurred as of the beginning of the year

The entity classifies the following events that have occurred after the date of the Consolidated
Financial Statements, as significant:
1. Pursuant to an Order of the Board of Directors of “Trace Group Hold” PLC, in its capacity of

sole shareholder of “Trace Sofia” LTD — the capital of the later was increased from 55 100
(fifty five thousand) BGN to 2 055 100 (two fifty five thousand) by the issue of new 20 000
(twenty thousand) ordinary, non-bearer, voting shares at nominal value of 100 (one hundred)
BGN each. “Trace Group Hold” PLC registered 20 000 (twenty thousand) new shares by cash
instalment of 2 000 000 BGN.

2. Pursuant to an Otrder of the Board of Directors, dated 26.02.2016, the deadline for share
redemption was extended with 1 year, effective as of 07.04.2016.

3. Via its subsidiary Trace International LTD, Trace Group Hold PLC acquired additional 27.15%
of the capital of Vior Velika Morava, Belgrade, Serbia, and hence it became the sole shareholder
of the entity’s capital.

IV. Research and Development
The entity does not engage in Research and Development.

V. Information, disclosed in accordance with the provisions of the Commercial Act
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1. Treasury shares. Share Redemption.

As at 31.12.2015, “Trace Group Hold” PLC holds 16 251 treasury shares.

Pursuant to an order of the General Meeting, taken at the extraordinary meeting dated
31.01.2014, by virtue of an order of the Board of Directors, the procedure to redeem treasury shares
with the following parameters is initiated:

> Number of treasury shares, subject to redemption — up to 0.41% of the entity’s capital,
or up to 100 000 (one hundred thousand) shares.

» Minimal share redemption price — 5.00 (five) BGN.

» Maximum share redemption price — 9.00 (nine) BGN.

» Deadline for the share redemption, including and the payment of the redeemed shares — up

to 1 year, effective as until 06.04.2016.

» In the event of depletion of the defined number of shares, namely if the entity redeems
100 000 (one hundred thousand) shares, the share redemption procedure is terminated as
successfully completed. In case that within the defined under point 5 deadline, the
maximum number of share is not redeemed, the Board of Directors may, at its discretion,
extend the deadline by applying the respective terms and conditions, disclosed under the
previous statement.

Pursuant to a decision of the Board of Directors, dated 29.02.2016, the deadline for share
redemption is extended for 1 year, effective of the 07.04.2016.

2. Information on the Board of Directotrs

“Trace Group Hold” PLC has a one level management system with a Board of Directors,
consisting of 7 members. As at 31.12.2015, the Board of Directors is comprised of:

Nikolay Ganchev Mihaylov — Chairman of the BoD

Nikolay Kostadinov Valev — Member of the BoD

Miroslav Kalchev Manolov — Member of the BoD

Boyan Stoyanov Delchev — Member of the BoD

Galin Nikolaev Mihaylov — Member of the BoD

Maria Georgieva Kavardzhikova — Member of the BoD

Anton Nikolov Donchev — Member of the BoD

The entity is represented and managed jointly, or separately, by Nikolay Ganchev Mihaylov,
Miroslav Kalchev Manolov and Boyan Stoyanov Delchev — Executive Directors.

The Board of Directors of “Trace Group Hold” PLC manages the Holding and decides on all
matters related to the entity’s activities, with the exception of those matters that fall under the
competences and the authority of the General Meeting of Shareholders.

The members of the Board of Directors are elected by the General Meeting of Shareholders,
with a mandate (for a term) of 5 years. The current Board of Director’s mandate is until 2018.

The Board of Directors determines the vision, the objectives and the strategies of the entity; it
establishes the entity’s risk policy; it establishes a risk management system and an internal audit system;
it is responsible for the creation of a financial and information system in the entity; it approves the
entity’s business plan; it determines the entity’s policy in respect of disclosures of information and
investor relations; it determines, in writing, the structure, the tasks and the scope of such, the working
methods and reporting procedures.

Information on the purchase and ownership of entity’ shares by the Members of the
Board of Directors (BoD)
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The members of the BoD hold the following shares in the entity:

Number of shates Value % Share
Nikolay Ganchev Mihaylov 16 205 831 16 205 831 66.97%
Nikolay Kostadinov Valev 7 490 7 490 0.03%
Miroslav Kalchev Manolov 27 730 27 730 0.11%
Boyan Stoyanov Delchev 6528 6528 0.03%
Galin Nikolaev Mihaylov 503 059 503 059 2.08%
Anton Nikolov Donchev 0 0 0.00%
Maria Georgieva Kavardzhikova 0 0 0.00%

No privileges or exclusive rights to acquire shares and bonds are provided for the members of

the BoD.

The elected, by the General Assembly, Board of Directors ensures the independency and

impartiality of evaluations, and the activities of its members, relating to the entity’s operations.

The members of the BoD are not involved as general partners (unlimited liable partners) in
commercial entities, other than in the presented in the table hereafter.

As at 31.12.2015, the members of the BoD are involved in the management or ownership of
more than 25% of the capital of other entities, as follows:

Nikolay Nikolay Boyan Miroslav Galin
Valev Delchev Manolov Mihaylov
Entity Mihaylov
“Trace Group Hold” | Chairman of the | Deputy Member of the [ Member of the BoD, | Member of the
PLC BoD,  Executive | Chairman of | BoD, Chief | Chief Executive | BoD
Director, holding [ the BoD Executive Officer
66.97% of the Officer
entity’s capital
“Construction Holds 35% of the Member of the BoD
Company Trace” JSC— | entity’s capital
in liquidation
“Trace Sofia” LTD Chairman  of
the BoD
“Euro Trans Logistics” Manager
LTD
“Trace Trans” LTD Manager
“Trace PZP Nis” AD Chairman  of
(M) the BoD
“Orpheus” LTD Sole owner and
Manager
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“Injproject” LTD Holds directly Controller
20% and through
“Galini-N” LTD —
80%
“Himkolor” JSC Holds 85%
through  “Galini-
N” LTD
“Galini” LTD Sole owner and
Manager
“Galini — N” LTD Sole owner and
Manager
“Infrastructure and | Sole owner
transport construction”
LTD
“Metro Druzhba” LTD Controller
Specialized Hospital for Chairman  of
Active Medical the BoD
Treatment (SHAMT)
“Grubnatsen  centat”
AD (JSC)
“Trace SOP” LTD Controller

Anton Donchev and Maria Kavardzhikova, members of the Board of Directors, do not
participate in the management and do not hold more than 25% of the capital of other companies.

VI. Future opportunities and development

The main target of “Trace Group Hold” PLC for 2016 is to expand, on a national level, and to
establish internationally, as a reliable partner and executor, and more specific on the territory of the
Republic of Serbia and in the Czech Republic.

At national level, the Management’s efforts will develop the policy for expanding the entity’s

activities in the fields of infrastructure construction, by:

Participation in tender procedures for the implementation of infrastructure projects,
included in the program period of the Operational Programs of the European Union,
with emphasis on the: water sector, waste depots and dumping grounds, railway
construction.

Participation in public works and community development procedures, financed by the
state budget.

The Holding will intensify its efforts to work with private investors, interested in
infrastructure, logistics and industrial constructions.

Active participation in high-rise construction projects and projects for the rehabilitation
of buildings, targeting to improve energy efficiency

Expanding the regions, where horizontal markings, vertical signalization are placed.
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e Development of new activities — production of road cables and signs; production of
galvanised steel
e Willingness and availability to participate in public — private projects.

Our entities actively execute large infrastructure projects in Bulgaria, financed under the
operational programs of the European Union.

The construction works under transitional projects continue. The major construction works,
performed under transitional projects are: Rehabilitation of the railway infrastructure along sections of
the railway line Plovdiv - Bourgas; Construction of intermodal terminal in the South Central Planning
Region of Plovdiv.; Experimentarium and visitor centre with a pedestrian bridge in Techno - Park
Sofia; Activities under Framework Agreements with Bulgartransgaz EAD; Framework Agreement on
activities, associated the energy efficiency of residential buildings and others.

Concluded, long-term contracts are to be executed - Laying of horizontal markings on national
roads in the territory of the North-western Region - Vidin, Vratsa, Montana, Lovech and Pleven, and
on the territory of South Central region - Kardzhali, Pazardzhik, Plovdiv, Smolyan, and Haskovo;
Project the execution of a third metro line of the Sofia Metro — the depot “Botevgradsko shoes” Blvd.
— “Vladimir Vazov” Blvd. — centre of the city — R.D. “Ovcha Kupel”, first stage — from km 44950 to
km 11+966.34.

The company will continue its active participation in the construction of the largest projects in
Bulgaria — the metro, speed railways, highways, and bypasses of the largest towns in the country. “Trace
Group Hold” PLC constantly participates in tenders for construction projects, funded by the State,
Municipalities or international bodies.

In 2015, “Trace Group Hold” PLC successfully strengthened and expanded its position on
international markets. The road construction companies in the Republic of Serbia — “Trace PZP Nis”
AD (JSC) (acquired on 29.09.2014) and “Trace PZP Vranje” OOD (LTD) (acquired on 29.01.2015) —
that joined the Group’s structure, expanded the entity’s market share in the Republic of Serbia. Out of
the 25 road construction companies, engaged in road maintenance in the Republic of Serbia, the two
entities of the Holding, executed nearly 13% of all projects, assigned by the State Agency JP “Putevi
Serbije” in 2015. Currently, the two entities operate in 28 municipalities in the Republic of Serbia and
maintain nearly 3 000 km of road network. The Serbian subsidiaries of the Holding were awarded by
Ministries, Municipalities and private Assignors a number of tenders, increasing thus their market share
in the Republic of Serbia. The entities participate, in an economic group with well-known European
companies, in tender procedures. This will result in diversification of the constructing activities of the
Group.

The Serbian branch of “Trace Group Hold” PLC actively works on the construction of the
Parallel non-commercial road Bela Palanka - Pirot (West), at length of nearly 20 km., including the
execution of 5 bridges, mainly over Nisava River. The target is that project is delivered in October 2016

The entity is engaged in the construction of two large sections of the Trans European highways
E-75 and E-80. The construction of one of the most complex sections of E-75 — “Grdelica —
Tsarichina Dolina” — continues, under conditions of a highly crossed terrain, preservation of an existing
railway line and ensuring lack of interactions in the traffic from FYROM to Greece, in the section
between Nis and the boarders with FYROM. Large facilities are being built under the project, namely —
8 bridges, overpasses and a road junction. The construction works under the project are expected to be
completed in 2017. The section Pirot (East) — Dimitrovgrad, involving finishing works at total length of
just over 14 km, is efficiently constructed. The main construction works under the project shall be
completed in August 2016.
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The Holding continues the tendency of expanding of its activities on the Balkans, with the
construction works, namely the restoration and reconstruction of a rail highway “Bitolja — Kmenica”, in
the FYROM, expected to completed towards the end of 2016.

International activities are effectively and efficiently developed and in the Czech Republic. One
of the significant projects, namely the “Construction of a group plumbing Benesov” was executed at
the required quality levels and was completed within the requested deadlines. The activities under the
“Expansion of the Waste Water Treatment Plant and the Polluted Water Treatment Plant “South -
Airport Prague Ruzyne”, continue. These should be completed by the end of 2016. The entity will
continue with its efforts to increasing its market share in the Czech Republic, by participating in
significant tenders for the railway infrastructure, water and ecological projects. The acquisition of a new
for “Trace”, well-establish Czech entity is considered — in an attempt to differentiate the activities
towards the gas sector.

On international level, the Holding actively researches the Central and Eastern European
markets, the markets of Russia and those of countries in Central Asia. Meanwhile, the Holding actively
continues to execute its activities on the global, Bulgaria, market.

During the last year, several well-established European and Global entities signed cooperation
agreements with “Trace Group Hold” PLC. This provides new opportunities to the Holding for
participating in some of the largest international projects.

VII. Corporate Governance

As of 2008, “Trace Group Hold” PLC executes its activities by complying with the principals
of transparent Corporate Governance, set out under the National Corporate Governance Code. The
Board of Directors has declared that it manages the entity in an independent and responsible manner,
complying with the rules of shareholders’ protection, transparency and in consideration of the
stakeholders.

The entity’s Senior Management consistently follows, and applies in practice, the principals of
good Corporate Governance — namely the “Comply and Explain”. Additional information on the latter
is disclosed in a separate Report, which is part of the Annual Financial Statements.

The main objectives and priorities, governing the activities of “Trace Group Hold” PLC are:

- Responsibility towards the shareholders’ and the investors’ confidence, as well as the
confidence of all those persons, interested in the entity’s management and activities (stakeholders);

- Endorsing the corporate social responsibility as a form of strategic corporate management;

- Constantly updating the corporate governance practices of the entity, in order to enable it to
adapt to the new requirements;

- Ensuring equal treatment of all shareholders;

In executing its commitments under the Corporate Governance Code, the Management targets
to timely adapt the entity’s internal regulations and its overall activities to the continuously changing in-
force legislation.

The entity’s Financial Statements are prepared in compliance with the IAS, while the annual
audit review is conducted by an independent auditor, as to ensure the impartial and objective
assessment of how the Financial Statements are prepared and presented.

The Board of Directors manages the entity in an independent and responsible manner, in
accordance with the established vision, targets, corporate strategies and shareholders’ interests. It
defines and controls the application of the main guidelines for the entity’s development. The Board of
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Directors has adopted a risk related policy and controls the established risk management and the
internal control systems. The internal control system, applied by the entity, operates effectively. The
conducted periodic analysis of the activities of all entities in the structure provides basis for timely
identification and prevention of the inherent risks.

The core activities, covered by the internal control are:

- Control over the operations of the current financial reporting and the primary document
turnover;

- Competence of the personnel, engaged in the financial and accounting operations;

- Control of the content, accuracy and timeliness of the Financial Statements, submitted to the
Management;

- Completeness of the scope and reliability of the financial information system;

- Lawful implementation of the tax liabilities and the obligations to the social contribution
funds;

- Preservation and protection of assets;

- Control over the disposition of assets and resources.

The entity has an established Audit Committee of three independent experts, who monitor the
operation of the internal control system.

The Board of Directors maintains a system of disclosing information that is in accordance with
adopted by the entity policy, with regards to investor relations and disclosing information. Following
the principle of equal treatment of shareholders, of investors and of the public, “Trace Group Hold”
PLC continues to disclose regulated information through the following platforms and media:

- Service Financial Markets L'TD. — via the “x3 news” system

- E-registry of the FSC;

- The web site of “Trace Group Hold” PLC

- Financial Media sites

- National Medias

The scheduled meetings of the Management of “Trace Group Hold” PLC with shareholders,
investment intermediaries and stakeholders, have established as good practice in the policy of creating,
and maintaining, relations with investors. These meetings and discussions are an effective method of
communication and contribute in increasing the confidence of the investment society, of the
stakeholders and of the general public in the activities of “Trace Group Hold” PLC.

The disclosure system is in conformance with the statutory requirements, ensuring equality of
the recipients and preventing the misuse of internal information. The system provides complete, timely
and accurate information that allows objective evaluation and decision making. The entity applies rules
for the preparation of the annual and interim reports, and the respective disclosure procedures.

The website of “Trace Group Hold” PLC contains information on the overall entity’s activities,
the Management, the shareholding structure and the Group of entities in the Holding. The
“Shareholders” and “News” Sections ensures the stakeholders with constant, updated information,
including information on the Corporate Governance, financial information, scheduled General
Meetings.

The Corporate governance of “Trace Group Hold” PLC ensures equality of all shareholders
and protects their rights. All shareholders may attend the General Meeting of Shareholders to express
their opinion and / or to exercise their voting rights through their proxies. The Minutes (materials on
the Agenda of the General Meetings) are prepared accurately and clearly, and do not create confusion
in the shareholders. The convene of the General meetings of Shareholders is conducted in compliance
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with the established rules for giving publicity to the invitations, the Agenda and the specific proposals
for problem resolutions.

The Board of Directors reports its activities to the General Meeting of Shareholders. The
General Meeting of Shareholders elects and dismisses members of the Board of Directors, according to
the provisions of the in-force Legislation and the entity’s Articles of Incorporation, following also the
principles of continuity and stability in the activities of the Management Body. The election of the
Board of Directors is conducted via a transparent process, ensuring timely and sufficient information
on the personal and professional skills of the candidates.

The number of Members of the Board of Directors is determined by the Articles of
Incorporation of the entity, while its composition ensures independence and impartiality of the work of
its members, in respect of the entity’s functioning. The amount of remuneration of the Members of the
Board of Directors is determined by the General Meeting of Shareholders and is consistent with their
responsibilities. A Policy to define remunerations of the Members of the Board of Directors has been
established. The policy regulates the terms and conditions for computing and paying such
remunerations. Information on the application of the Policy is disclosed together with the Annual
Activity Report.

The Board of Directors believes that the adequate application of the corporate social
responsibility policy contributes to the sustainable economic development of the entity and guarantees
the labour relations with the personnel, their families, the local community and the society as a whole.
By declaring their social responsibility and taking on responsibilities beyond the legal and conventional
requirements, the Management of “Trace Group Hold” PLC aims to raise the standards for social
development, to ensure environmental protection and respect of the fundamental rights. In order to
achieve quality and sustainability, the Group has adopted an “open management” approach and targets
to reconcile the interests of all stakeholders.

The Management of “Trace Group Hold” PLC considers personnel’s motivation as an
important factor in the achievement of the development targets, set on the company. Each person in
the entity, from the workers to the Management, is ensured with a clearly developed strategy on the
following areas:

e professional development of specialists and workers, through conducted trainings for the
maintenance and development of their qualifications, as well as close specialization in specific
professional fields;

e providing the time and opportunities to increase his / her education, and to acquite higher
qualifications;

o stimulating the initiative to learn foreign languages, work with specialized software, implement
new technologies, acquire new equipment;

e stimulating the innovative thinking, allowing creative people to apply their ideas in practice;

o the Holding’s and the entities” Management provide opportunities for each individual worker,
employee or Manager, to develop and grow career-wise in one or another entity within the Group,
depending on his / her individual personal and professional interests.

The Holding has an established training system, designed to attract young professionals and
allowing them to develop and achieve high levels of professional realization. The Holding is the
preferred partner of the professional schools and universities in the country. The policy of admitting
young professionals stipulates:

¢ Organizing and holding annual meeting with graduates of the University of Architecture,
Civil Engineering and Geodesy, as well as graduates of other Universities that conduct trainings for
professional experts, who would contribute to the entity’s activities;
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* Providing opportunities for students and graduates to complete their practicum and
internship within the entity’ structure;

* Encouraging young engineers and professionals to start working in the entity and gain
professional experience in real-life working processes and production conditions;

* Monitoring the career development of each young specialist and in case of a positive
feedback and assessment of his / her professional skills — providing him / her with the opportunity to
be appointed at a key Managerial position under the infrastructure projects, executed by the entity.

“Trace Group Hold” PLC, and the entities in its structure, are partners of the University of
Architecture, Civil Engineering and Geodesy in training programs and programs for acquiring practical
skills. Some of the Holding’s employees are involved in the Master Degree program “Project
Management in Construction”. The entity participates, together with the University, in the
implementation of the program “Erasmus — Practices”, which is funded by the European Union.
Within this program’s scope, TRACE Group of companies ensured practicum, for graduates of the
Polytechnic University, in Madrid.

Targeting to ensure the carer development and possibilities for increasing the professional
competence of its employees, “Trae Group Hold” PLC introduced the process of establishing the
“Trace” Academy. The development and design of a Master’s Degree for Construction Engineers and
Specialists was the first step in the education process. The program was designed, in partnership with
the Institute of Finance and Insurance — “Business Management and construction plans”. The program
is expected to begin in October 2016.

Internal workshops and seminars, annual meetings related to trainings and increase of the
Senior Management’s qualifications, are held within the Group. Representatives of the entity participate
in scientific and practical forums for the new trends in the infrastructure construction. In the past year,
the entity’s Managers and prominent Engineers, traditionally participated in the VIII National Road
Conference — a Conference organized by the “Roads” Department of the University and the “Road
Infrastructure” Agency. The Conference, held under the patronage of the Ministry of Regional
Development, was attended by international attendees. The leading topic of the conference was
“Modern European standards and regulations in project design”.

In 2013, “Trace Group Hold” PLC introduced the practise of paying additional remuneration,
under the form of shares in the entity’s capital. Shares are granted to employees, based on the achieved
by them results. The terms and conditions for granting shares to the entity’s personnel are regulated by
the internal statutes and decrees. In 2015, the entity’s personnel were granted a sum of 18 010 shares.

The competition “Builder of the Year of TRACE GROUP HOLD” was held for eight
consecutive years. The prize is awarded to employees and workers, in recognition of their high
professionalism in the execution of their work assignments and for their significant contribution to the
Group’s development. In 2015, the prize was awarded to Miroslav Manolov — member of the Board of
Directors and Executive Director, for his exceptional personal efforts and contribution to the
Holding’s successful operations.

One more award — the so-called Awarding Sign of Trace (Nagraden znak na Trace), was
established in 2015, as an expression of the entity’s responsibility to its loyal employees. The Awarding
Sign of Trace (Nagraden znak na Trace), was awarded for first time to all employees, in all
Departments, having proven significant activity and responsibility in execution of their work
engagements.

As a public and socially responsible company, over the years, “Trace Group Hold” PLC has
actively supported a number of charity causes in the fields of social activities, ecology, cultural and
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historical heritage and education. Targeting to further expand these activities, in 2014, the Foundation
“Trace for people” was established.

The Foundation joins the efforts of the Group’s entities in the fields of social and corporate
responsibility. The Foundation is charitable and its core objectives are:

- Development and promotion of the human race values, by supporting and exchanging
resources in the fields of culture, art, science, education and sports;

- Supporting the culture, education, professional training and creative development of gifted
children and capable youngsters;

- Engaging in charities;

- Supporting the preservation, maintenance and promotion of the cultural and historical
heritage of the Bulgarian nation;

The Foundation is managed by a Social Council, whose members are distinguished social
figures — prof. Nikolay Mihaylov, Acad. Stefan Vodenitcharov, Acad. Anton Donchev, Vladislav Slavov
and Stefka Kostadinova.

In 2015, “Trace Group Hold” PLC supported:
e cultural projects for the restoration of national monuments and for raising the nation’s
cultural and spiritual level;
- Building an Orthodox church in the village Skobelevo, in the Municipality Pavel Banya;
- International Festival of European Cinema “Zlatna lipa”;

e youth projects, in the fields of science, education and sports:

- Ofrganizing a students’ competition “The roads — possible engineering solutions, ensuring the
traffic safety”. The competition is organized in partnership with the Professional High School
for Construction, Architecture and Geodesy ,,LLubor Bayer”, Stara Zagora

- Establishing two award funds in University for Construction, Architecture and Geodesy —
“Best Diploma Thesis” and “Spaghetti Bridge”

- Bulgarian Motocross Federation, World Championship of Motocross “Night of Jumps”;

- Supporting the “Beroe” Wrestling Club, in Stara Zagora;

- Supporting FC “Vereya — Stara Zagora”;

- Supporting the men’s Basketball Club “Beroe”;

- Supporting the women’s Basketball Club “Montana”;

- Supporting the SFC “Dunav — 2010 Ruse”;

- Supporting “Marathon Sofia 20157;

- Supporting a rhythmic gymnastics club, a car rally and sport fishing tournaments for
adolescents;

- Supporting the XXII International Children's Easter Festival Bosilegrad, which was attended by
670 children from five countties;

- Students from the construction faculty of the University of Nis were awarded a scholarship for
the Master Degree program in the University for Construction, Architecture and Geodesy of
Sofia

- Supporting the development of the child and youth sports in Montana.
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- Supporting the “Encho Kiryazov” Foundation. The Foundation supports talented Bulgarian
youngsters, with gift in the field of science, arts and education. This year, a new award was
presented — the award of children with special needs. The award was ensured by “PSF
Mostinjenering” JSC.

e Others

- Supporting “Bulgarian Christmas” campaign;

- Equipment was delivered to the elderly home in the village of Kulina, Serbia. The initiative was
executed in partnership with the NGO “Life aid” (Zhivotna pomoc).

- Marking and signalization works, performed for no consideration, on cross roads in Nis and

Vranje.

In execution of its initiative for developing and realizing business specialists, “Trace Group
Hold” PLC became the main organizer of the “YES” to the Bulgarian economy Forum, in partnership
with CEIBG, “Standard” newspaper and “Builder” newspaper. The Forum’s main topic of discussion
was forming policies to integrate the business in the secondary education.

As a continuation of the policy of corporate social responsibility and in connection with the
Holding’s positioning in neighbouring Serbia, “Trace Group Hold” PLC became the initiator and host
of an open Bulgarian — Serbian Forum “The role of business in building sustainable practices for
European cross-border cooperation”. Representatives of Serbian Municipalities, their colleagues from
Bulgaria, representatives of the Ministry of Regional Development, the Bulgarian Academy of Science
and other institutions participated in the forum.

For a seventh consecutive year, “Trace Group Hold” PLC remained and in 2015 a leader in the
rankings of entities, having achieved the highest scores in the “Building and constructions of transport
infrastructure”, in the category “Large scale”. The entity was awarded a Golden statuette and certificate
of achieved, in 2014, very good results in the construction of transport infrastructure, as assessed in the
Annual Ranking, performed by the Chamber of Builders in Bulgaria.

VIII. Additional information on Note 10, under Ordinance Ne 2, issued by the Financial
Supervisory Commission

1. Information, presented quantitative and qualitative wise, regarding the main categories
of goods, products and / or services rendered, stating their share in income from the sale of
emissions as a whole and the changes, incurred during the financial reporting period.

Information on the services rendered, is disclosed under b.p. 2 Operating results.

2. Information on the income, allocated to the different categories of activities, internal
and external markets, as well as information on the sources for the supply of materials,
required in the production of goods, or in the rendering of services, reflecting the degree of
dependency of the separate seller and buyer / user, and information on each person,
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individually, on his / her share in the sales or purchases and his relation to the issuer, in the

cases where the relative share of any of those excess 10 per cent of the costs of sales or the

sales income:

In 2015, Income generated from services, relating to building and construction works, formed

the most significant portion of Sales Income. In this respect, the leading clients of the entities of “Trace
Group Hold” PLC, in the country and abroad, are: the “Road Infrastructure” Agency, Metropoliten
PLC, the National Railway Infrastructure Company (NRIC), the Ministry of Economy and Energy,
Municipalities, located throughout the country, Corridors of Serbia LTD, PE Directorate for

Construction Directorate of Nis Municipality — Serbia, PE Directorate for Construction Directorate of

Pirot Municipality — Serbia, as well as Municipalities, located on the territory of the Republic of Serbia

and others.

Some of the core suppliers for 2015, in Bulgaria and abroad, are the following:

Supplier

Type of supplies — services, materials

Saksa LTD

Supply of Fuel and Road Bitumen

Metakom Invest LTD

Supply of Road Bitumen, Polymer Bitumen, Blank of

Armature

Jupiter 05 PLC

Supply of materials

Avis Engineering LTD

Services, related with Building and construction works

Toni-92-M LTD

Supply of Transport services

Hidroinjekt LTD

Services, related with Building and construction works

Dani Bog LTD

Services, related with Building and construction works

Galini - N LTD

Services, related with Building and construction works

Polisan LTD

Supply of Road Bitumen, Polymer Bitumen

Vaya 7 EAD (JSC)

Supply of Fuel and Road Bitumen

Otlen asfalt SP. Z O.O.

Supply of Road Bitumen

Rado Olrat LTD

Services, related with Building and construction works

Infrainvest LTD

Services, related with Building and construction works

Infrastrukturni Sistemi (Infrastructure Systems) LTD

Services, related with Building and construction works

Magabit S D S LTD

Services, related with Building and construction works
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Euro motus D.O.O., Beograd Supply of Fuel materials

Srbijaput AD, Beograd Supply of Industrial Salt and Road Signs

Metalplast pavlovie DOO, Blace Services, related with Building and construction works

Kubiktrans plus D.O.0. Pirot Services, related with Building and construction works

Eksplozivi rudex D.O.O. Beograd Services, related with Blasting

Europolis plus D.O.O. Supply of Armature

Udarnik gradnja, Beograd Supply of Concrete

Telegroup D.O.O., Beograd

Services, related with Building and construction works

3. Information on significant agreements signed and such that are significant to the
activities of “Trace Group Hold” PLC.

In 2015, the following construction contracts, significant to the activities of “Trace Group
Hold” PLC were signed:

“Additional construction under project “BG161P0004-1.0.01-0007 “Rehabilitation of railway
infrastructure; parts of the railway line Plovdiv — Bourgas”, Position 2: “Rehabilitation of railway
sections Stara Zagora — Zavoy (from km 1904590 in the interstation in Yambol — Zavoy) and Zavoy -
Zimnitsa (from km 192+7006 to the front of the interstation Zimnitsa — Zavoy), including the main
tracks and the stations Stara Zagora and Yambol, and all stations and stops between them, with an
approximate track length of 120 km”. The contract is worth 11 152 909.04 BGN.

- Project for the “Extension Sofia Metro, third metro line — depot “Botevgradsko shose” Blvd., -
“VI. Vazov” Blvd. — the city centre — “Ovcha Kupel” Residential District, First stage — from km 4+ 950
to km 11+ 966.34, Lot Ne 3 “The Section from km 6+ 561.05 (the end of MS 8) to km 4+ 950 — 2
metro stations and a tunnel section”. The contract for construction of this section is worth 75 582 000
BGN, VAT excluded. The project is financed under the Operational Programme “Transport and
transport infrastructure” 2014 to 2020 — Project for the extension of the Sofia metro - I stage and local
co-financing. The assignor under this project is “Metropolitan” EAD.

- “Maintenance (preventative, current, winter and repairs — restoration works in emergency
situations) of national roads on the territory of the north-western region, managed by RIA, LOT Ne 4 —
RRM Lovech — Maintenance of the national I, IT and III class roads, within the RRM Lovech, at with a
total length of 732 174 km” for the next four years. Preventive activities, current and winter
maintenance and repair - restoration works, in emergency situations, are planned to be performed. The
project is financed by the budget of the “Road Infrastructure” Agency, which is the assignor under the
project. The estimated value of the contract is 8 000 000 BGN.

- “Laying horizontal road markings on national roads, managed by RIA, Lot Ne 1, north-
western Region”, for a period of four years.
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- Reconstruction of “Montevideo” Str., in “Ovcha Kupel” Residential District, Sofia. The
contract is worth 9 522 058.17 BGN, exclusive of VAT and it is financed by the budged of the Sofia
Municipality. The project’s deadline is 5 months.

- Contracts under the Framework Agreement Ne RD-02-29-86 / 19.02.2015, for the:
“Implementation of building and construction works for upgrading the energy efficiency in residential
buildings, under project BG161RO001-1.2.01-0001 “Upgrading the energy efficiency of the Bulgarian
homes” under Operational Program “Regional development 2007 — 20137, on seven LOTs — Lot Ne 5:
“Execution of building and construction works for upgrading the energy efficiency of multifamily
residential buildings, in South Central Region, falling within the territory of the following cities:
Kardzhali, Pazardzhik, Plovdiv, Smolyan, Haskovo, Velingrad, Karlovo, Panagyurishte” at sum value of
2 164 607.13 BGN, exclusive of VAT.

- “Reconstruction and extension of the sewerage and water supply networks in the Residential
District Samara — 3, Stara Zagora”. The contract is valued at 4,8 million BGN.

- “Current repairs and maintenance of the street network, and the road facilities, on the territory
of the Sofia Municipality — Zone I, “Vitosha, Lozenets, Sredets and Triaditsa Regions” for the next
four years. The contract for the repairs and maintenance of the main streets and boulevards (in
compliance with the attached to the contract list) is valued at 5 725 440 BGN for the entire period.

- Framework agreement with the Ministry of Regional Development and Public Works for the
execution of building and construction works for upgrading the energy efficiency in residential
buildings, under project BG161PO001-1.2.01-0001 “Upgrading the energy efficiency in Bulgarian
under the Operational Program “Regional Development 2007 — 2013, LOT 5, referring to
buildings on the territory of the South Central Region.

homes”,

- Rehabilitation of “Tsarigradsko shose” Blvd., in the following sections (subsites): Subsite 1:
Rehabilitation of “Tsarigradsko shose” Blvd., from “P. Yavorov” Blvd. to the overpass of “G.M.
Dimitrov” Blvd., including the overpass of “Mihail Eminescu” Blvd. (“P. Yavorov” Blvd.) and the local
lain, south of the boulevard, in the section from the overpass of “G.M. Dimitrov” Blvd. until “Al
Malinov” Blvd.; Subsite 2: Rehabilitation of “Tsarigradsko Shose” Blvd., from the overpass of “Al
Malinov” Blvd. until the Sofia Ring Road, excluding the “Copenhagen” Blvd. “Tsarigradsko” Economic
group, with partners “Trace Group Hold” PLC (95%) and “Injproekt” LTD (5%, is the executor under
this contract. The contract is values at 23 213 340 BGN and it is financed by the Sofia Municipality.

- “Repair works on the railway infrastructure and adjoining facilities, in the Section Podvis Prilep,
from km 25 + 185 to km 29 + 595, at total track length of 4 410 m., along the 3" railway line”, in
accordance with the signed framework agreement Ne 4344/07.05.2013. the contract is worth
4754 902,65 BGN, exclusive of VAT.

“Maintenance of the national roads, on the territory of the South Central Region”.

- Contracts for current repair works and maintenance of streets, in the Region of the Municipality
of Nis, under LOT 6, at sum value of 872 884 Euros;

- “Maintenance (preventative, current, winter and repair works in emergency situations), on
1 368 322 km of national roads, located on the territory of RRA Sofia”;

“Rehabilitation of class VI of Municipal Road Networks: Road SZR 1137/1-6, Kalofer —
Kazanlak / - village of Aleksandrovo, and Road SZR 1133/11-56/ Pavel Banya - Viden, Municipality of
Pavel Banya, Stara Zagora Region”, at sum value of 3 999 397,29 BGN.

4. Information on the transactions of “Trace Group Hold” PLC with its related parties,
conducted within the current reporting period.

The receivables from, and the liabilities to, related parties in 2015 are presented in the tables
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hereafter. Thorough information on all transactions with related parties is disclosed in the Annual
Consolidated Financial Statements for the financial reporting 2015, Section: Transactions and balances
with related parties.

Receivables from related parties, other than those in the Group

Client 31.12.201  31.12.201

5 4

Galin — N LTD 65 594 26 556
Injproject LTD 6 22
Galini LTD - 8
Dekon LTD 1154 41
Himkolor JSC - 3
Technostroyinzhenering — 99 JSC 567 78
Dikol — 2 G. Mihaylov LTD 141 149
GCF — SK — 13 Trace Railinfra Consortium 11 026 6971
CK - 13 Transstroy JSC 3 46
Megainvest — Hold LTD 176 401
PS — a Company under the Law on Obligations and Contracts 1772 85
Beroe — a Company under the Law on Obligations and Contracts 122 122
Infrastructure and Transport Construction LTD 3 -
Kordeel — Bulgaria JSC 14 -
Voden Proekt (Water Project) Stara Zagora — a Company under the Law on Obligations and i 135
Contracts
Vodstroy 98 JSC 249 729
Infrastructure Construction LTD - 613
Management - 5
Planex LTD 6 -
Expo Tech Park — a Company under the Law on Obligations and Contracts 569 -
Irinopolis — a Company under the Law on Obligations and Contracts 5548 -
RPM Kardzhali 2014 — a Company under the Law on Obligations and Contracts 150 -
Fenix Engineering LTD 9 -

Total 87 109 35964

Liabilities to related parties, other than those in the Group

Supplier 31.12.2015 31.12.2014
Galin - N LTD 67 933 23595
Injproject LTD 2610 2985
Galini LTD 42 15
Dekon LTD 3852 413
Himkolor JSC 324 244
Technostroyinzhenering — 99 JSC 59 11
GCF — SK - 13 Trace Railinfra Consortium 9 22
CK — 13 Transstroy JSC 72 3
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Megainvest — Hold LTD 2 882 1480
Voden Proekt (Water Project) Stara Zagora — a Company under the Law on Obligations and ) 1111
Contracts
Beroe — a Company under the Law on Obligations and Contracts - 3
Vodstroy 98 JSC - 11
Infrastructure Construction LTD 33 -
Kordeel — Bulgaria JSC 303 160
Expo Tech Park — a Company under the Law on Obligations and Contracts 151 -
Irinopolis — a Company under the Law on Obligations and Contracts 69 -
Fenix Engineering LTD 1 -
Patpribor LTD 123 -
Dividend related liabilities 5675 2915
Management 595 547
Total 84733 33 515
5. Information on events and indicators, of unusual for “Trace Group Hold” PLC nature,

having a significant impact on the business activities of the entity and the realized by it income
and expenditure incurred; assessment of their impact on the current year’s results.

Additional expenses, incurred under provisions for Building and construction works Contracts,
are included in the Consolidated Financial Statements. Expenses, reporting the potential risk that the
entity could be exposed to as a result of disputable or unresolved, as at the date of preparation of the
Financial Statements, matters, associated with the execution of one of the projects, are accrued by the
Serbian branch as provisions for building and construction works contracts. Due to the fact that the
reasons, leading to this unfavourable project’s development arise, to a large extent, by unsettled
liabilities of the assignor, we have taken all legal measures to prove this fact. We believe that the final
resolution of this case shall be in favour of the Group as the development of this issue with the project
relates to facts, for which we bear no responsibility. Nevertheless, “Trace Group Hold” PLC follows a
conservative approach and assesses the associated with this event risk, with the maximum potential
effect, in the Financial Statements.

6. Information on transactions, carried off-balance sheet - nature and business purpose,
indicating the financial impact of the transactions on the activities, if the risk and benefits of
these transactions are material to the issuer and if the disclosure of such information is
significant for the assessment of the issuer’s financial position.

In 2015, no transactions were carried off-balance sheet.

7. Information on the participations of “Trace Group Hold” PLC. Information on its
major investments in the country and abroad (in securities, financial instruments, intangible
assets and property), as well as investments in equity securities, other than in its economic
group. The sources / methods of financing these investments.
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“Trace Group Hold” PLC invests primarily in securities and participations of Bulgarian and
foreign entities, as well as in real estate.

Information on the participations of “Trace Group Hold” PLC is presented in this Report -
Section I, item 4 Investment Portfolio.

8. Information on the contracts, concluded by “Trace Group Hold” PLC, its subsidiary or
parent company, in their capacity of creditors. Information on the credit agreements,
disclosing the agreements’ specific terms and conditions, including and the maturity of each
agreement, as well as information on the placed guarantees and the undertaken commitments.

Obtained credits

Maturity / Utilized limit
Amount Deadline for | as at 31.12.2015
Entity Type of credit Creditor /BGN/ Interest % utilization /BGN/
“Trace Group UniCredit
Hold” PL.C Bank guarantees Bulbank 65 000 000 0,7% 02.03.2022 41529 216
02.09.2016
“Trace Group 1 month
Hold” PL.C Revolving UniCredit 13 000 000 Sofibor+3,25% 0
Bulbank
Bank guarantees 0,7% 02.03.2022 0
SG 1 month
Investment Expressbank 865 455 Euribor+3.25% 30.06.2020 793 334
“Trace Group AD
Hold” PL.C
SG 1 month
Investment Expressbank 861 152 Euribor+3.75% 30.08.2020 803 742
“Trace Group AD
Hold” PL.C
SG 68 647 860 1.20% 30.06.2021 37 138 968
“Trace Group Expressbank
Hold” PL.C Bank guarantees AD
“Trace Group
Hold” PL.C Bank guarantees FIB AD 10 000 000 1.50% 20.09.2022 5046 802
“Trace Group 1 month
Hold” PL.C Revolving FIB AD 4 000 000 Sofibor+3.25% 25.07.2016 834 449
“Trace Group Guarantee, with
Hold” PLC | Bank guarantees CCBAD | 10000000 1.44% the longest 2042 097
maturity
(22.07.2024)
Guarantee, with
Bank guarantees CCB AD 17 000 000 1.68% the longest 975 891
“Trace Group maturity
Hold” PLC (1.11.2018)
Revolving 1m.
Sofibor+3.5%
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BGN /1m.| 30.09.2016 0
. Euribor+3.75%-
Trace Group UBB AD 20 000 000 EUR
Hold” PLC
Bank guarantees 0,70% 30.09.2021 4958 650
“Trace Group | Bank guarantees DSK Bank 48 895 750 1,00% 22.07.2025 11 418 633
Hold” PLC EAD
“Trace Group | Revolving Investbank AD | 3 000 000 6% 31.05.2016 2930 000
Hold” PLC
Bank guarantees 19 000 000 1% 31.05.2026 3253797
Trace Sofia Investment SG 277532277 |1 m. EURIBOR+| 31.03.2016 235874
LTD Expressbank 3.90%
AD
PSIJSC “Leka Atletica” 50 000 0% 31.12.2015 50 000
(Athletics)
NGO
9. Information on the contracts, concluded by “Trace Group Hold” PLC, its subsidiary or
parent company, in their capacity of lenders, loan agreements, including the provision of
guarantees of any kind, including to related parties, disclosing the specific terms and
conditions under each, including the maturity and the purpose for which such were granted.
Loans, granted by subsidiaries, as at 31.12.2015
Botrower Creditor Loan amount Principal due Maturity Interest
(BGN) to (BGN)
Hydropromet Trace International 88 012,35 88 012,35 | Payable 12,00%
Engineering LTD — LTD /45 000 Euros/
Setbia /45 000 Euros/
PFC CSKA JSC PSI JSC 100 000,00 100 000,00 | 27.07.2015 6,50%
Payable
PFC CSKA JSC Trace Sofia LTD 280 000,00 100 000,00 | 25.07.2015 6,50%
Payable
Ivana Todorova Trace Commerce LTD 48 000,00 46 611,65 30.09.2026 4,6%
Moutafova
Damastsena Rozbio Trace Commerce LTD 40 000,00 3 918,67 | Payable 11%+16%
LTD penalty interest
Nikolay Kostadinov Trace Commerce LTD 60 000,00 20 174,50 | 13.01.2016 6,3%
Valev
Borislav Bogoev Trace Commerce LTD 30 000,00 30 000,00 | 31.05.2016 4,5%
Todorov AD Trace Commerce LTD 100 000,00 100 000,00 | 30.06.2016 40%
Mohamed Ahmedov | Trace Sofia LTD 17 000,00 13 740,47 | 30.07.2020 7,50%
Ahmedov
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10. Information on the utilization of funds from new share emissions, conducted within the
reporting period.

In 2015, no new shares were emitted.

11. Ratio analysis of the achieved financial results, reflected in the Financial Statements for
the financial reporting period, and previously disclosed estimates of these results.

The financial indicators, reflected in the Annual Consolidated Financial Statements, for the
financial reporting 2015 do not significantly differ from the estimated results, disclosed in the interim
Consolidated Financial Statements, for the fourth quarter of 2015.

12. Analysis and evaluation of the financial resources management policy, including the
ability to settle its obligations, the possible threats and measures, which the issuer has taken or
is about to undertake to eliminate those.

In the course of its activities, the Group follows the collectability of receivables and ensures the
regular settlement of its obligations.

In order to optimize the Group’s resources and to ensure financial stability, and independence,
the Holding controls and analyses the cash flows. The Holding redistributes the resources, through
intercompany financing, and in the cases where there are no sufficient internal resources — it ensures
external financing by banking institutions. The available cash recourses are channelled to finance
investments in the entities, in production property and in specialized machinery and equipment, in
order to close the production cycle and to ensure the Group’s production capacity.

The extraordinary problematic issue, which had arisen in 2014 as a result of the withdrawal of
the license of a financial institution, with which the Group cooperated, is not yet resolved.
Nevertheless, through its established internal financing system, the Holding ensures the normal
operations of the Group.

13. Evaluation of the feasibility of the investment intentions, indicating the amount of the
available funds and reflecting the possible changes in the financing structure of these
activities.
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In the last years, “Trace Group Hold” PLC actively implements its business development policy
for the Group’s expansion beyond the territory of the Republic of Bulgaria. The expansion of the
activities in the Republic of Serbia triggered the need for new facilities and potential contractors. As a
result, two road construction Serbian entities were acquired — “Trace PZP Nis” AD (JSC) and “Trace
PZP Vranje” L'TD. The entities execute local infrastructure projects and actually contribute for the
operational and financial results, achieved by the Holding.

The entity’s investments in 2015 are focused on the expansion of the activities of subsidiaries,
including those on the territory of the Republic of Serbia. The expansion of the activities is ensured
with the requisite technical equipment. The Management of “Trace Group Hold” PLC develops a
uniform investment concept, consistent to the development of each separate entity.

The entity’s investment policy is financed by the entity’s own financial resources, ensured by the
retained earnings from prior years. In cases where the operational funds are not sufficient to finance the
planned investment projects of the Holding’s subsidiaries, the balance of the funds is financed via shot-
term external financing, on a case—by—case basis.

14. Information on the changes in the cote management principles of “Trace Group Hold”
PLC, and its economic group, that occurred within the reporting period.

No changes in the core management principles of “Trace Group Hold” PLC were performed in
2015. The entity continues to follow the already implemented policy for central management of the
projects’ planning and execution. Each project is treated as a separate business unit, with an
independent Management team. The planning, execution and reporting of the conducted under the
project works, are performed under the supervision of the Holding and with the Holding’s assistance
and support.

15. Information on the key features of the implemented by “Trace Group Hold” PLC, in
the process of preparing its Financial Statements, internal control system and risk
management system.

In otder to ensure an independent and objective evaluation of the Financial Statements, the
annual Audit review on the activities of “Trace Group Hold” PLC is conducted by an independent
Registered Auditor (CPA), in compliance with the requirements of the Law on the Independent
Financial Audit. All sets of Financial Statements are prepared in accordance with the Accountancy Act
and the International Accounting Reporting Standards.

The established in the entity Audit Committee monitors the effectiveness of the internal control
and the risk management processes. The Audit Committee is comprised of three persons, who are
independent from the Board of Directors and have the requisite, for their function, qualifications and
professional experience.

The current financial and accounting activities of the entity are subject to periodic review and
analysis, performed by the Management and the Board of Directors. For this purpose, the entity has an
established internal control system, which ensures the effective functioning of the financial reporting
systems and the disclosure of information. The internal control system is designed and operates in
otder to identify the risks inherent the entity’s activities, and to facilitate their effective management.
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Internal financial control is performed by the “Financial control and analysis” Department. This
Department operates in close cooperation with the “Projects’ control and reporting” Department. The
established practice is to constantly monitor the execution of the projects, in compliance with the pre-
determined budget. At the same time, periodic analysis is conducted on the current financial results of
the activities of the entities in the Group. The results of the conducted reviews provide foundations for
proper assessment of the management efficiency and are the basis for identifying risks.

16. Information on the changes in the Management and Control Bodies that came in effect
during the financial reporting year.

No changes are conducted in the Management and Control bodies of “Trace Group Hold”
PLC, in 2015. The entity is managed by the Board of Directors, comprised of prof. Nikolay Ganchev
Mihaylov, Nikolay Kostadinov Valev, Miroslav Manolov, Boyan Stoyanov Delchev, Galin Nikolaev
Mihaylov, Maria Georgieva Kavardzhikova and Anton Nikolov Donchev.

The entity is represented by the three Executive Directors — prof. Nikolay Mihaylov, Miroslav
Manolov and Boyan Delchev.

17. Information on the amount of the remuneration, rewards and / or benefits of every
member of the Management and Supervisory Bodies, for the financial reporting year, paid by
“Trace Group Hold” PLC and its subsidiaries.

Type Amounts, accrued by Trace Amounts, accrued by the

. subsidiaries, in respect of:
Group Hold, in respect of :

BGN
BGN

Remuneration and social security
contributions for the period

Remuneration and social security
contributions for the period

Boatd of Director 1264 157
Executive Directors 1381
Total: 2 645 157
18. Information on the held by the members of the Management and Supervisory Bodies,

Procurators and Senior Management shares of the issuer, including shares held by each of
them individually and as a percentage of the shares of each class, as well as the granted by the
issuer options on the securities - type and amount of securities on which the options are
established, the price of exercising the options, purchase price, if any, and the options’ term.

Information under this point is presented under the “Information on the members of the Board
of Directors” Section of this Report.
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19. Information on the agreements that have come to the entity’s knowledge (including
and those after the end of the financial year), as a result of which, in a future periods, changes
may occur in the relative portion of shares or bonds, held by the current shareholders and
bondholders.

The entity is not aware of any agreements as a result of which, changes may occur, in future
periods, in the relative portion of share or bonds, held by the current shareholders and bondholders.

20. Information on pending judicial, administrative or arbitral proceedings, relating to
receivables or liabilities of the issuer, of at least 10 per cent of its equity; information on each
proceeding shall be presented separately if the total amount of the issuer’s receivables or
liabilities under all proceedings, exceed 10 per cent of its equity

There are no pending legal, administrative or arbitration proceedings, relating to receivables or
liabilities of “Trace Group Hold” PLC, amounting to at least 10 per cent of its equity.

In its capacity of Executor under a contract, signed by and between Trace Group Hold PLC
and Corridors Serbia D.O.O., for the construction of “Corridor X, E 80 Highway, Section: bypass
Dimitrovgrad — Boarders” (Koridor X, E80 autoput, Deonica: Dimitrovgrad obilaznica — Granicni
prelaz); ICB No: CORRX.E80.WB.PACK1-RW.ICB, Trace Group Hold faced considerable milestones
in the course of the project. Most of these milestones were related to objective circumstances, which
delayed the project’s work, and the Assignor did not undertake the necessary measures to eliminate
those, despite the Executor’s numerous requests by to do so.

The delays, described under Letter Ne 1-2958/15, were caused by objective problems and the
Assignor’s risk problems. The Executor has duly informed the Assignor for all these problems and has
respectively filed an Interim Application (No. 1) for extension of the deadline to complete the project,
and for an additional payment, by Letter TGH / DI / 0238, dated 15/06/2015. The claim was rejected
by the Engineer and the Assignor, with a huge, inexplicable, delay of four months. During this period,
the unaddressed problems prevented the Executor’s work. The Executor has stated its disagreement
with the Engineer’s and the Assignor’s decision. The problems, described in the claim, are
responsibility of the Assignor and they cannot be resolved without the Assignot’s participation.
Otherwise, this would lead to a situation, where the Executor is unable to fulfil its contractual
obligations and these in turn would result in project’s delays and financial consequences for both the
Executor and the Assignor.

In the claim, filed by the Executor, the latter proves that the Assignor should resolve several
problems:

1. Discrepancies in the requirements, defined under the technical documentation, and lack of
technical control;

2. Uncertainty in respect of the requirements, relating to the level of the bridges;

Unstable terrain;

&

4. Technical failures, related to decisions - the water from the tank’s exit, flows down the
excavation’s slope to the canal, which is not sized to receive additional water from reservoir;

5. Lack of a properties’ plan, as well as lack of proof of the ownership and accurate geodetic data
on those properties, where we can dispose the materials, in accordance with the Bill of
Quantities (depot area “Belo Pole”).
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Despite the fact that the Executor proposed a resolution to the delays, through its subsidiary
PZP Nis AD (JSC), which is an indirect owner and as such has available (at 100%) the only legal career
and all requisite facilities and crushing-sorting materials on the site, the Executor’s proposal was not
accepted. The fact that the Executor has at its disposal two asphalt plants for the project’s completion
was also not taken into account. Furthermore, it was not taken into account and the mobilization of
additional equipment on site.

The Executor has further documented the optimization, by preparing a Dynamic Plan, filed
with Letter TGH/DI 0323, dated 30.09.2013. The plan cleatly portrays that the date, scheduled for the
project’s completion (17.06.2016) is a real and achievable target. The works, under key items, are
scheduled for completion in time frames that do not affect other building and construction works.

In this plan, the Executor has submitted a work plan, divided into phases that thoroughly
indicate what types of work have to be performed. In case of delays in the separate stages, the Executor
was willing to bear the additional delay penalties, which to be charged unconditionally.

Despite of all these, the Assignor decided to terminate the contract with the Executor, showing
reluctance to negotiations to find a solution to the problems, outlined here-above, in order to achieve a
mutually beneficial result for the parties.

The Executor has filed a notice of claim, by virtue of which it has declared its disagreement
with the termination of the contract. The next steps involve filling a claim and forming a Disputes’
Commission. If the Executor disagrees with the Commission’s decision, then the Executor may seek its
rights by filing a claim to the Arbitration Court of the International Chamber of Commerce in Paris, as
provided in clause 20.6 of the concluded between parties contract.

A team, was gather by the Swiss Law firm “Thouvenin” (www.thouvenin.com/) — a firm with

extensive experience in the arbitration of disputes, under the rules and regulations of the International
Chamber of Commerce (ICC), subject of which is the arbitration clause in the contract — and the

Bulgarian Law firm “Andrey Delchev & Partners / Eurolex Bulgatia” (www.eurolex.bg) that has too
thorough knowledge of the materials under International Federation of Consulting Engineers (IFCE)
and the international arbitration. The two law firms examined, separately, the legal facts and the
objective circumstances of the project, and confirmed that the position of “Trace Group Hold” PLC is
right and that there are very good chances of winning the arbitration dispute, in which “Trace Group
Hold” PLC, in its capacity of Executor, shall prove the Assignot’s incorrect behaviour in the project’s
execution and termination, shall eliminate claims for compensations, and respectively the amount of the
performance guarantee, and shall justify the suffered by the Executor damages and missed benefits,
resulting from the illegal behaviour of the Assignor under the contract. The legal team is also assigned
to prepare a written explanatory statement.

21. Information on the Director “Investor Relations”, including the telephone number
and mailing address.

Ivana Todorova Moutafova

Tel. 02 / 80 66 697; e-mail: ivana@tracebg.com

12, “Nikola Obrazopisov” Str., 1408, Sofia
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22. Changes in the price of the entity’s shares
Graphical illustration of the movement of the price and quantities of the shares of
"Trace Group Hold" PLC, for the period 04.01.2015 until 04.01.2016
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The shares of “Trace Group Hold” PLC are traded on the Bulgarian Stock Exchange — Sofia
JSC, segment “Standard”, and as highly liquid issue, such are included and in the main exchange index
of the BSE — SOFIX.

According to the data, made available from financial analysts, the annual alteration in the price
of the shares of “Trace Group Hold” PLC for 2015 is 8.41%.

In 2015, Trace Group Hold PLC reported a sharp increase in the share of freely tradable shares
(free-float) — from 10.45% in March 2015 to 15.36% in December 2015. As a result of the increase in
the free float and as highly liquid emission, in September 2015 the entity’s shares were included in the
stock index SOFIX. The entity maintained its position and in March 2016, with free-float 24,03%.

Annual Consolidated Activity Report for the financial reporting 2015
45



TRACE GROUP HOLD PLC

TRACE

IX. Analysis and explanatory notes on the information under Note 11, Ordinance Ne 2, issued
by the Financial Supervision Commission

1. Capital structure of the entity, including securities that have not been allowed for
trading on the regulated market in the Republic of Bulgaria, or in another member state,
disclosing the different classes of shares, the rights and obligations relating to each share class,
and the portion of the total capital that each separate share class forms.

The capital of “Trace Group Hold” PLC is 24 200 000 BGN, distributed among 24 200 000
ordinary, non-bearer shares. Out of the 24 200 000 shares of “Trace Group Hold” PLC, 24 183 749 are
voting shares, while 16 251 shares do not provide voting rights.

In accordance with the Shareholders’ book as at 31.12.2015, issued by the Central
Depositary PLC, the capital structure of “Trace Group Hold” PLC is as follows:

Capital No. of | Nominal Type of shares Number of | Regulated market
(BGN) shares value (BGN) traded shares on which the
shares are traded
24 200 000 | 24 200 000 1 Ordinary, 24 200 000 Bulgarian Stock
Exchange PLC. -
non-bearer, Sofia
personal Segment Standard
Number of shareholders Number of shares
Shareholders

As at 31.12.2015

As at 31.12.2014

As at 31.12.2015

As at 31.12.2014

Legal entities 188 194 4389345 3175282
Physical entities 1822 1916 19810655 21024 718
“Trace Group Hold” PLC - - 16 251 -

treasury shares redeemed

All entity’ shares are of one class and each share is entitled to one voting right at the General
Meeting of Shareholders, with the exception of the redeemed treasury shares. Each share entitles the
shareholder to dividends and to liquidation shares, proportionate of the nominal value of the share.
The whole emission of 24 200 000 number of shares, issued by the entity, is subscribed for trading at
the Bulgarian Stock Exchange — Sofia PLC, segment “Standard”. “Trace Group Hold” PLC has not
issued any other securities, which have not been allowed for trading at a regulated market in the
Republic of Bulgaria or in another member state.
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2. Restrictions on the transfer of the securities, such as limitations on the ownership of
securities or requirements for receiving approval from the entity or another shareholder.

All shares of the entity are freely transferred, with no restrictions placed upon them, in
compliance with the provisions of the in-force Bulgarian legislation. No approval by the entity or by
another shareholder is required in order to purchase and hold shares of “Trace Group Hold” PLC.

3. Information on the direct and indirect ownership of 5 per cent, or more, of the voting
rights at the General Meeting of Shareholders, including information on the shareholders, the
amount of their interest and the method, under which the shares are held.

The persons, who as at 31.12.2015 hold more than 5% of the shares of “Trace Group Hold”
PLC are the following:

RO G Personal ID No. Holds number of
as at the Name / Shareholder’s name Owns %
/ Cotporate UIC shares
date
31.12.2015 Nikolay Ganchev Mihaylov 5511037605 66.97 16 205 831
“Galini — N” LTD, registered under
company file Ne 15261/2006 at the
Sofia city court, domiciled and registered
address: Ne 12, “Nikola Obrazopisov”
Str., Lozenetz Residential District, 1408,
31.12.2015 Sofia 123687558 9.00 2178 000
4. Information on shareholders with special control rights and disclosure of such rights.

“Trace Group Hold” PLC does not have shareholders with special control rights.

5. The Quality Control System, effecting upon exercising the right to vote, in the cases
when the entity’s personnel are also and its (the entity’s) shareholders, and when control is
exercised indirectly by those employees.

The entity does not have a quality control system, effecting upon exercising the right to vote in
the cases where the personnel of the entity are also and its shareholders, and when control is not
exercised directly by those employees. Every employee, who is a shareholder, votes on his / her
discretion.
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6. Limitations on the voting rights, such as limitations on the voting rights of
shareholders with a specific percentage or specific number of shares, deadlines for exercising
the voting rights or systems under which, in cooperation with the entity, the financial rights
related to the shares are separated from the share ownership.

There are no limitations on the voting rights of the shareholders of “Trace Group Hold” PLC.
The right to vote at the General Meeting of Shareholders can be exercised personally or through a
proxy, from all persons, who have purchased their shares and who are subscribed in the Shareholders’
book, the latest in a 14 days period prior to the date of the Meeting. The representatives must possess
proxy letter, prepared in compliance with the requirements of the Law on Public Offering of Securities
(LPOS). A template of the proxy letter is published, as part of the documentation of the General
Meeting. In conformance with the statutory notices for disclosure of participations, the BoD monitors
for cases where a shareholder has acquired over %2 or over 2/3 of the shates of “Trace Group Hold”
PLC, and consequently has not placed a commercial offer, nor has he/ she sold his / her shares in the
14 days period, following their acquisition. The names of such shareholders shall be disclosed explicitly
to the Quorum Commission, in order for them to be restricted from participation at the General
Meeting of Shareholders, and consequently by their votes (voting rights) to be regarded as decisions of
clear ushurb of the entity.

7. Agreements, signed by and between the shareholders, which have come to the entity’s
knowledge and which can result in limitations on the transfer of shares or in the voting rights.

The entity is not aware of any agreements, signed by and between the shareholders, which could
result in limitations on the transfer of share or in the voting rights.

8. Provisions on the appointment and retirement of members of the entity’s
Management Bodies, and on amendments and additions to the Articles of Incorporation.

In compliance with the Articles of Incorporation of “Trace Group Hold” PLC, the General
Meeting of Shareholders elects the members of the BoD. As members of the BoD are elected people,
who satisfy the requirements, stipulated under the Commercial Act. Amendments and additions to the
entity’s Articles of Incorporation are approved by the General Meeting of Shareholders.

9. The authorities of the entity’s Managing Bodies, including the right to take decisions
for the issue and / or redemption of entity’ shares.

The Managing Bodies of “Trace Group Hold” PLC are the General Meeting of
Shareholders, the Board of Directors and the Executive Director.

The General Meeting of Shareholders decides on matters, under its competency, regulated
under the entity’s Articles of Incorporation and conforming to the requirements of the Commercial
Act. Decisions regarding amendments and additions to the Articles of Incorporation, increase and
decrease in the capital, restructuring and termination of the entity, and appointment of the BoD are
taken with a 2/3 majority of the presented capital. All other decisions ate taken with ordinary majority
of the presented shares.
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The Board of Directors of “Trace Group Hold” PLC manages and represents the entity before
the legal and physical persons in Bulgaria and abroad.

The Board of Directors resolves all issues that do not fall under the specific competence of the
General Meeting of Shareholders, while complying with the decisions of the General Meeting of
Shareholders, the provisions under the Articles of Incorporation and the in-force legislation. The BoD
of “Trace Group Hold” PLC is entitled to increase the entity’s capital, up to twenty times, by issuing
new shares. The Board of Directors reports its activities before the General Meeting of Shareholders.

The BoD conducts regular meetings, at least once every three months, during which it discusses
the entity’s position and development.

The BoD appoints the entity’s management to one or more Executive Directors. The Executive
Director manages the current activities of the entity, in conformance with the provisions under the
Article of Incorporation and the Management contract.

10. Significant contracts, signed by the entity, which come in effect, ate modified or are
terminated as a result of a change in the entity’s control in executing compulsory commercial
offerings, and the consequences of those, with the exception of the cases when the disclosure
of such information may result in significant losses to the entity; exceptions to the preceding
sentence are allowed in cases where the entity is obliged by the Law to disclose such
information.

Commercial offerings have not been registered, nor does the entity have significant contracts
that come in effect, are modified, or are terminated due to changes in the entity’s control in executing
compulsory commercial offerings.

11. Agreements, signed by and between the entity and its Management, ot its employees,
with regards to compensations, due to upon redundancy or dismissal of the labour contract by
either party, without legal grounds for the latter, or termination of the labour relations as a
result of tender related reasons.

No agreements have been signed by and between “Trace Group Hold” RLC and the members

of the Board of Directors, and the entity’s personnel, with regards to
redundancy or dismissal, with no legal grounds for the latter, or termination ' elations due
to tender related reasons.
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