NOTES TO THE FINANGIAL STATEMENTS I RORAMO

30 JUNE 2022 BULGARIA

1. Corporate information

Korado-Bulgaria AD(“the Company”)is a jointstock company, registered with the Ve Tarnovo District Court
under UIC 814190902, with registered address addead of management in the town of Strazhitsakdg Tarnovo
Region, 28 Gladstone Street.I Ahares of the Company are registered and tradeButgarian Stock Exchang¢—

Sofia AD, Premium Segment. Number of shares irutaton: 13 168 614. Stock exchange code is KBGX#

The main scope of activity of the Company includeanufacture ansale of heating equipme
At 30 June 202fhe Company'’s shareholders &

- Korado a.s., CzedRepublic 82,15 %
- Individuals and legal entiti 17,85 %

The ultimate parent company Korado a.s, Czech Republic. None of the owners of ultimate parent company
owns more than 35% of the parent’s sh:

The Company’s management consists of ManagementdBThose charged of governance are represented t
Supervisory Board and the Audit Committee of thenpany

According to the Bulgaan legislation, a decision of the General Meetiag approval of these annual financ
statements can be subsequently revoked (by appilyngelevant procedure) and in case it is constbappropriate,
newrevised financial statements can be pref and issued for the same financial year.

1.1.Basis of preparation
Statement of compliance

The financial statements of the Company have beepaped in accordance with International FinanBieporting
Standards (IFRS) and interpretations issued bylRRE Interpretations Committee (IFRS IC) as adopted hpy
European Union (EU). IFRS as adopted by the EHascommonly accepted name of the general purpaseefrork
—the basis of accounting equivalent to the framevamtnition introduced by § 1, p. 8 the Additional Provisions
of the Accountancy Act “International AccountingaBtlards” (IASs

Historical cost convention

The financial statements have been prepared ostarical cost bas.

The preparation of financial statements in conftynaith IFRS requires the use of certain critical and antiog
estimates. It also requires management of the Coynfmeexecute its judgment and asptions. The areas involving
a higher degree of judgment or complexity, or arghsre assumptions and estimeare significant to the financi
statements are disclosed in Note 2.

Going concern

The financial statements have been prepared ornng goncern basis. The financial statements haea Ipeepare:
in Bulgarian leva and all amounts have been roumdieth the nearest thousand (BGN’000), unlessmitse stated

At the end of 2019, news first emerged from Chibaut COVIC-19 (coronavirus), when a limited number of ce
of an unknown virus were reported to the world tieakrganization. In the first few months of 2020 tvirus ha:
spread around the world, antd hegative impact has been gaining momentum. Oddrth 2020 the World Heall
Organization declared a pandemic regarding theaspe® COVILC-19, and on 13 March 2020 the Bulgar
Parliament voted for a state of emergency in Bidgas a result of whh a number of restrictive measures w
implemented. The state of emergency was lifted vy 2020.The continuing effects cCOVID 19 continue
existing as at the date of issuance of these finhst@atement
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1.1.Basis of preparation (ontinued)
Going concern (continued)

The Gmpany's current assets exceed its current liedsilihs 0f30 June 2022vith the amount of BGN12,518
thousand (31 December 202BGN 12,246 thousand). For the year ended 30 R0#2 the Company generates
profit beforetax in the amount of BGI3,135 thousand (31 December 2021: B&R91 thousand). As at 30 June
2022the Company has equity in the amounBGN 22,682 thousan(B1 December z21: BGN 22,360 thousand)
and cash equivalents in the amount of B2,785 thousand (31 December 2021: BGMN70 thousand). During the
year it generates positive net cash flows from afiey activities in the amount of BG4,557 thousand. (2021:
BGN: 2,116 thousand).

Despitethe unfavourable economic conditions, the Compasgles forthe second quart2022, increased by 27 %
compared of the same peripdevious yearThe Company has not lost its market share and are not deviating
from the financial plan by the end of the y

Based on the current analysis, management haglaeetified a significant uncertainty as to whethe Compan
will be able to continue as a going concern. ‘Company also has the intention and abilit take the measures
necessary to continue as a going concern. Curretitty Company has no liquidity difficulties and alg in
deliveries, it performs timely payments to its sligng and takes measures to reduce operating

Management will continugo monitor the potential impact of the crisis anidl take all possible steps to mitigate 1
impact.

1.2. Summary of significant accounting policie
a) Foreign currency translation

The financial statements are presented in Bulgdewa, which is also the functional and presentatiorrency of the
Company. Transactions in foreign currencies aitéalhy recorded in the functional currency rateimglat the date ¢
the transactionMonetary assets and liabilities denominated meifm currencies are retranslated on a monthlyst
by applying the exchange rate published by the &idg National Bank for the last working day of ttespective
month.

All exchange differences ataken to the statement of comprehensive income-monetary items that are measu
in terms of historical cost in a foreign currenag dranslated using the exchange rate as of the dofatnitial
transaction (acquisition).

b) Revenue from contracts wth customers

The Company produces and sells radiatCustomers of the Comparare wholesalers. Respectivehales are
recognised when control of the products (finishedds and goods for resale) has transferred, betmgnvihe
products are deliverea the client, the client has full discretion oviee tchannel and price to sell the products,
there is no unfulfilled obligation that could affdbe client’s acceptance of the products. Delivecgurs when th
products have been shipped to the <ic location, the risks of obsolescence and losseHaeen transferred to tl
client, and either the client has accepted theymisdn accordance with the sales contract, thepaoce provision
have lapsed, or the Company has objective eviddvatell criteria for acceptance have been satis

For the purposes of management, the Company hp®paloperating segme

The products are often sold with retrospective r@udiscounts based on aggregate sales over a Asmmriod
Revenue from these sales is recognised based opritee specified in the contract, net of the estedavolume
discounts. Accumulated experience is used to estiraad provide for the discounts, using the expkct@ue

method, and revenue is only reaisged to the extent that it is highly probable taasignificant reversal will nc
occur.
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1.2 Summary of significant accounting policiescontinued)
b) Revenue from contracts with customer(continued)

A refund liability (included in trade and other pdnjes) is recognised for expected volume discopatgable tc
customers in relation teales made until the end of the reporting perioal.elment of financing is deemed pres
as the sales are made wihcredit term of 3-60 days, which is consistent with market practitike Company'’s
obligation to repair or replace faulty products enthe standard warranty terms is recognised as\asfpn

A receivable is recognised when the goods are el s this is the point in time that the consideratisi
unconditional because only the passage of timeqguired before the payment is ¢

The Company analyses its sales arrangements aegdadspecific criteria in order to determine wiegth acts a a
principal or agent. It has reached the concludian it acts as a principal in relation to all sacrangements

c) Taxes
Current income tax

Current income tax assets and liabilities for therent and prior periods are measured at the amexpected to b
recovered from or paid to the taxation authoritieise tax rates and tax laws used to compute theuahare thos
that are enacted or lsstantially enacted by the reporting date. Managerapalyses the individual items of the
return for which the applicable tax provisions abject to interpretation and recognises provisiorsere
appropriate.

Current income tax is recognised ctly in the equity or in other comprehensive incofaed not in profit or loss
where the tax relates to items that have been nésed directly in the equi or in other comprehensive inco.

Deferred income tax

Deferred income tax is provided usirthe liability method on temporary differences at tegorting date between t
tax bases of assets and liabilities and their aagrgmounts for financial reporting purpot

Deferred income tax liabilities are recognizeddtitaxable temporary diffences, except where the deferred inc
tax liability arises from the initial recognitiorf goodwill or of an asset or liability in a transao that is not :
business combination and, at the time of the tictisg affects neither the accounting pr nor taxable profit or
loss.

Deferred income tax assets are recognized for eaductible temporary differences, carry forward ofused ta
credits and unused tax losses, to the extent thisiprobable that taxable profit will be availatslgainst wtch the
deductible temporary differences, and the carrwéod of unused tax credits and unused tax lossedeautilisec
except where the deferred income tax asset relatinpe deductible temporary difference arises fitbmn initial
recognition of anasset or liability in a transaction that is not asiness combination and, at the time of
transaction, affects neither the accounting pradit taxable profit or los

The carrying amount of deferred income tax assetteviewed at each reportinate and reduced to the extent th:
is no longer probable that sufficient taxable grefill be available to allow all or part of the @efed income ta
asset to be utilised. Unrecognized deferred inctameassets are reassessed at each reportir and are recognized
to the extent that it has become probable thatdittaxable profit will allow the deferred tax askebe recovere

Deferred income tax assets and liabilities are omedsat the tax rates that are expected to appheiyear whn the

asset is realized or the liability is settled, lohse tax rates (and tax laws) that have been ethastsubstantivel
enacted at the reporting date.
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1.2 Summary of significant accounting policiescontinued)
c) Taxes (continued)
Deferred income tax (continued)

Deferred taxes relating to items recognized outpiddit and loss are recognized out of profit andsl Deferre:
taxes are recognizedmending on the transaction they relate to in otleenprehensive income, or directly in equ

Deferred income tax assets and deferred incombataikities are offset, if a legally enforceablghi exists to set o
current tax assets against currecbme tax liabilities and the deferred income saredate to the same taxable en
and the same taxation authorifys of reporting dat— offsetting is applied by Company.

Value added tax (VAT)

Revenue, expenses and assets are recognised#el except:

e when the VAT incurred on a purchase of assets Mic&s is not recoverable from the taxation autiypiin
which case the VAT is recognised as part of the cbscquisition of the asset or as part of theemge item a
applicable; and

e receivables and payables that are stated withrttoeiat of VAT includec

The net amount of VAT recoverable from, or payablethe taxation authority is included as partexdeivables o
payables in the statement of financial posit

d) Financial instruments

(d.1.) Investments and other financial asse

Debt instruments

(i) Classification

The Company classifies its financial assets demegndin the business model used to manage these asgkbthe
specifics of their contractual cash flowsfollows:

o those to be measured subsequently at fair valoagh profit or loss;
o those to be measured subsequently at fair through OCI, and
e those to be measured at amortised

For assets measured at fair value, gains and legiflesither be recorded in profit or loss or otfeymprehensiv
income.

For investments in equity instruments that are et for trading, this will depend on whether iICompany has
made anirrevocable election at the time of initial recotjpm to account for the equity investment at fa@ue
through other comprehensive inco

The Companyreclassifies debt investments when and only wherbitsiness model for managing those as
changes.

(i) Recognition and derecognitiol

Regular way purchases and sales of financial assetsecognised on tre-date, the date on which tiCompany
commits to purchase or sell the asset. Financsatasre derecognised when the rights to recesh flows from the
financial assets have expired or have been traesf@nd thcCompany has transferred substantially all the réshd
rewards of ownership.
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1.2 Summary of significant accounting policiescontinued)
d) Financial instruments (continued)

(d.1.) Investments and other financial assetcontinued)

Debt instruments (continued)
(ii)Measurement

At initial recognition, the @mpany measuresfinancial asset at its fair value plus, in the cafa financial asset n
at fair value through profit or loss, transacti@sts that are directly attributable to the acqisif the financia
asset. Transaction costs of financial assets daatfair value through profit and loss are expensegrafit or loss

At initial recognition, the Company measures tragleeivables at their transaction price, as definelFRS 15, a
based on standard contract terms applied to tHereetdo not contaa significant financing compone

Financial assets with embedded derivatives areiderel in their entirety when determining whetheeit cast
flows are solely payment of principal and intei

Subsequent measurement of debt instruments depenhe Gmpany's business model for managing the asse
the cash flow characteristics of the asset. Thexdhtaee measurement categories into whickCompany classifies
its debt instruments:

e Amortised cost: Assets that are held for collectidrcontrictual cash flows where those cash flows repre
solely payments of principal and interest are mesabat amortised cosAs the below arimmaterial, the following
presentation is appliedinterest income from these financial assets isuthedl in finace income using the effecti
interest rate method. Any gain or loss arising eredognition is recognised directly in profit ossoand presented

other gains/(Lossg¢stogether with foreign exchange gains and lostepairment losses are preseniin other
expenses.

e Assets that are held for collection of contractadh flows and for selling the financial assetsengtthe asset
cash flows represent solely payments of principal anterest, are measured at fair value at otherpcehensive
income Movements in the carrying amount are taken thiowgher comprehensive income, except for
recognition of impairment gains or losses, interesiome and foreign exchange gains and losses waie
recognised in profit or loss. When the financiabet is derecognised, the cumulative gain or loss iptesly
recognised in other comprehensive income is rdfiledsfrom equity to profit or loss and recognisad other
gains/(losses). Interest income from these findragaets is included in finance itme using the effective intere
rate method. Foreign exchange gains and lossegresented in other gains/(losses) and impairmepéreses ar
presented as separate line item in the statemqumbf or loss

e Assets that do not meet the criteriaamortised cost or fair value in other comprehensigeme are measurt
at fair value in profit and loss. A gain or loss andebt investment that is subsequently measurdeVBL is
recognised in profit or loss and presented netiwitther gains/(loss) in the period in which it arise

Equity instruments

The mpany subsequently measures all equity investnegniair value. Where thCompany's management has
elected to present fair value gains and lossesquiityeinvestments in other comprehensive incomerehs nc
subsequent reclassification of fair value gains éabes to profit or loss following the derecognitiof the
investmant. Dividends from such investments continue tardmognised in profit or loss as other income wher
Company'’s right to receive payments is establis

Changes in the fair value of financial assetsiatv&ue in profit and loss are recognised ther gains/(losses) in the
statement of comprehensive incoagapplicable.
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1.2 Summary of significant accounting policiescontinued)
d) Financial instruments (continued)

(d.1.) Investments and other financial assetcontinued)

Debt instruments (continued)

(iv)impairment

The mpany assesses on a forward looking basis thectgeredit losses associated with its debt instnts
carried at amortised cost and fair value in othemgrehensive income. The impairment methodologylieg

depends on whetherdte has been a significant increase in credit

For trade receivables, theo@pany applies the simplified approach permitted#RS 9, which requires expect
lifetime losses to be recognised from initial reitign of the receivable

(d.2.) Financial liabilities

Initial recognition and measuremen

Financial liabilities are classified as financialhbilities subsequently measurad fair value through profit or losor
at amortized cost such kmns and borrowings. The Company determthe classification of its financial liabilitie

at initial recognition.

Financial liabilities are recognised initially atirf value and in the case of loans and borrov, plus the transaction
costs directly related to the acquisition of theficial iability.

The Company’s financial liabilities include tradedaother payables, and interbearing borrowin¢ and lease
liabilities.

Subsequent measurement

The measurement of financial liabilities dependshair classification as follow

Loans and borrowings

Subsequent to initial recognition, loans and boimg® are measured at amortised cost using the EtRad. Gain:
and losses are recognised in the profit and lossnwie liabilities are derecognised as well as utnothe

amortisation process.

Amortised cost is calculated by taking into accoamy discounts or premiums on acquisition and feesosts tha
are an integral part of the EIR. The EIR amort@ats included in finance cost in the profit anddo

Derecognition

A financial liability is derecognised when the obtiga under the liability is discharged or cancelt@dexpires

When an existing financial liability is replaced bgother from the same lender on substantiallyedhfit terms, o
the terms of an existg liability are substantially modific (NPV changes by more than 1(, such an exchange or

modification is treated as a derecognition of thigioal liability and the recognition of a new lidity, and the
difference in the respective carrying amous recognised in the profit and loss.
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1.2 Summary of significant accounting policiescontinued)
e) Offsetting of financial instruments

Financial assets and liabilities are offset andriieamount reported in the statemerfinancial position only whe
there is a legally enforceable right to offset theognised amounts, and there is an intentiontb@mesettle on a ni
basis, or to realise the asset and settle thditiabimultaneously Such a right of set off (a) mi not be contingent
on a futureevent and (b) must be legally enforceable in atheffollowing circumstances: (i) in the normal csaiof
business, (i) in the event of default and (iiiftie event of insolvency or bankrupt

(f) Fair value measurement

Fair value is the price that would be receiveddth @n asset or paid to transfer a liability in @derly transactio
between market participants at the measurement @h&efair value measurement is based on the pretsormthat
the transactiorotsell the asset or transfer the liability takescpleither

¢ In the principal market for the asset or liability
¢ In the absence of a principal market, in the mdstatageous market for the asset or liab

The principal or the most advantags market must be accessible to by the Company.

The fair value of an asset or a liability is measuusing the assumptions that market participaotddvuse whel
pricing the asset or liability, assuming that margarticipants act in their economic I interest.A fair value
measurement of a ndimancial asset takes into account a market ppditis ability to generate economic bene
by using the asset in its highest and best usg selling it to another market participant that Wbuse the aet in

its highest and best use.

The Company uses valuation techniques that areopppte in the circumstances and for which suffitidata are
available to measure fair value, maximising the o$erelevant observable inputs and minimising thee wf
unobservable inputs.

All assets and liabilities for which fair value mseasured or disclosed in the financial statemergscategorise
within the fair value hierarchy, described as fap based on the lowest level input that is sigaiit to the fir
value measurement as a whole:

e lLevel 1 —Quoted (unadjusted) market prices in active marketglentical assets or liabilitie

e Level 2 —Valuation techniques for which the lowest leveluththat is significant to the fair value measuretr
is directly or indirectly observable

e Level 3 —Valuation techniques for which the lowest levelunthat is significant to the fair value measuretr
is unobservable

For assets and liabilities that are measured av#ie in the financial statements c recurring basis, the Compa
determines whether transfer(s) have occurred betwegels in the hierarchy by-assessing categorisation (ba
on the lowest level input that is significant te tfair value measurement as a whole) at the erehaf reprting
period.

As of 30 June 2022,and 31 December 21 all financial instruments are measured at amortzest. The carryin
amounts of the short term trade receive and trade payablespproximate their fair value. The fair value
classified at level 2 and it is determined basedhendiscounted casflows (the discount rate reflects the curr
market interest rate for the similar instrumenThe fair value of borrowings is estiteal via discounting techniqt
based on Bulgarian National Bank statics for simiigpes of financincdent by commercial banks to compar
respectively, classified as levelthe Company has no financial instruments at fde:

g) Share capital

The share capital is presented at the par value oeshasued (or subscribed) and paid. Any proceaus fhare:
issued over their nominal value are stated as gitaraiums
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1.2 Summary of significant accounting policiescontinued)
(h) Property, plant and equipmen

Property, plant and equipment are stated at cespfraccumulated depreciation and accumulatedimrmgat losses
Cost comprises all expenses directly related toatbguisition of the asset. Such cost includes #isocost o
replacing parts of the @ht and equipment and borrowing costs for -term construction projects if the recogniti
criteria are met. When a major inspection of amit#f plant and/or equipment is performed, its ¢@secognised il
the carrying amount of the respective as as a replacement if the recognition criteria atesfad. All other repai
and maintenance costs are recognised in the praditoss for the period in which they were incur

Depreciation is calculated on a straight line basier the estimatedseful life of the assets, determined for
current and previous period as follo

2022 2021
Buildings 10-50 years  10-50 years
Plant and equipment 3-30 years 3-30 years
Hardware 4-7 years 4-7 years
Motor vehicles 7-15 years 7-15 years
Fixtures and fittings 5-10 years 5-10 years

An item of property, plant and equipment is deredsed upon disposal or when no future economic fitsrere
expected from its use or disposal. Any gain or Er$sing on derecognition of the asset (c:ated as the difference
between the net disposal proceeds and the carrgingunt of the asset) is included in the statemdr
comprehensive income for the period in which theetis derecognise

The assets residual values, useful lives and metbfdepreciation are reviewed at each financial yedr and if the
expectations differ from the estimates, the lateradjusted prospective

i) Lease - the Company as a lessee

Leases are recognized as a rightise asset and a corresponding liabifitythe date at which the leased ass:
available for use by the Company. Each lease patimatiocated between the liability and financstcd he financt
cost is charged to profit or loss over the leaséodeso as to produce a constant periodie of interest on the
remaining balance of the liability for each peridthe righ-of-use asset is depreciated over the shorter of get's
useful life and the lease term on a stre-line basis.

The right-ofuse asset is presented separately iistatement of financial position.

Assets and liabilities arising from a lease aréalty measured on a present value basis. Leabditiias include the
net present value of the following lease paym

fixed payments (including -substance fixed panents), less any lease incentives receiv

variable lease payment that are based on an indexaie

amounts expected to be payable by the lessee tesldual value guarante

the exercise price of a purchase option if thedess reasonably rtain to exercise that option, a
payments of penalties for terminating the leasthdflease term reflects the lessee exercisingpiptain

The lease payments are discounted using the ihtetesimplicit in the lease. If that rate cannetdetrmined, the
lessee’s incremental borrowing rate is used, béiegrate that the lessee would have to pay to tothe funds
necessary to obtain an asset of similar valuesimilar economic environment with similar terms aahditions
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1.2 Summary of significant accounting policiescontinued)
i) Lease -the Company as a lesseicontinued)

Lease liabilities are subsequently measured usiageffective interest method. The carrying amountability is
remeasured to reflect angassessment, lease modification or revis-substance fixed paymer

The lease term is a narancellable period of a lease; periods coveredpbips to extend and terminate the lease
only included in the lease term if it is reasonat®ytain tlat the lease will be extended or not termin:

Right-of-use assets are measured initially at cost comprtkia following:

the amount of the initial measurement of leasaliigk

any lease payments made at or before the commenteéate less any lease incentives rece
any initial direct costs, and

restoration costs.

Subsequently, the right-afse assets, are measured at cost less accumukgeecidtion and any accumula
impairment losses and adjusted for remeasuremeahedéase liability due to reassessment or leasifivations

If the lease transfers ownership of the underlyisget to the lessee by the end of the lease teifher cost of the
right-of-use asst reflects that the lessee will exercise a purelmgion, the lessee shall depreciate the -of-use
asset from the commencement date to the end aigéil life of the underlying asset. Otherwise, libgsee sha
depreciate the right-of-use asf@m the commencement date to the earlier of tlieadrthe useful life of the rig-
of-use asset or the end of the lease 1

The amortisation periods for the ri-of-use assets, depreciated using the strdightnethod are as follow
¢ right of usefor vehicles -15 years

Payments associated with shtetm leases and leases of -value assets are recognized on a str-line basis as an
expense in profit or loss. The Company appliesettemption for lov-value assets on a le-by-lease basis i.e., for
the leases where the asset is ®ased, a rigl-of-use asset is recognised with corresponding leabdity; for all
other leases of low value asset, the lease paymasstxiated with those leases will be recognisethaxpense on
straight-line basis over the leasem

Shortterm leases are leases with a lease term of 12hmanmtless. Lo-value assets comprise-equipment and
small items of office furniture

The Company’s lease activity
The mpany has lease agreements for vehicles. The Egreements arconcluded on an individual basis &

contain a wide range of different conditions. Thade agreements do not contain covenants, butdsases canni
be used as collateral for borrowir
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1.2 Summary of significant accounting policiescontinued)
j) Borrowings costs

Borrowing costs directly attributable to the acdios, construction or production of an asset thetessarily takes
substantial period of time to get ready for itended use or sale are capitalised as part of thteo€aherespective
assets. All other borrowing costs are expenseti@rperiod in which they occur. Borrowing costs g¢sinsf interes'
and other costs that the Compangurs in connection with the borrowing of funi

k) Earnings per share

Basic earnings peshare are calculated by dividing the net profitoss for the period, subject to distribution am

the shareholders, to the weighted average numberdihary shares held for the period. The weighiedrage

number of shares is the number of ordinéhares held in the beginning of the period, adjustgdhe number ¢

redeemed ordinary shares and the shares newlydissige the period, multiplied by thime-weighting factor. This
factor is the numér of days that the shares are outstanding aspartion of the total number of days in the peri

In case of capitalization of reserves, bonus issetes, which do not result in change in the Compfmresources, th

number of the ordinary shares before the transadsi@djusted proportionately toeir change as if the transacti

has been carried out at the earliest period predewts a result, the number of ordinary sharegdslculated an

respectively, the earnings per share for the coativarperiod

[) Intangible assets

Intangible assets are measured on initial recagndi cost. Following initial recognition, intantglassets are carrit
at cost less any accumulated amortisation anddpaaecumulated impairment losses, if a

The useful lives of intangible assets are assessid finite, and are estimated as follo

2022 2021
Licenses 5-10years  5-10years
Software 5-10years  5-10years

Intangible assets with finite lives are amortisaerothe useful economilife applying straigt-line amortization
methodand assessed for impairment whenever there ischcaiion that the intangible asset may be impaifda:
amortisation period and the amortisation methodafointangible asset with a finite useful life reviewed at least
at each financial year end. Changes in the expasdetll life or the expected pattern of consumptdrfuture
economic benefits embodied in the asset is accdufte by changing the amortisation period or methas
appropriate, andreated as changes in accounting estimates. Gailesees arising from derecognition of
intangible asset are measured as the differeneebatthe net disposal proceeds and the carryingiained the asse
and are recognised in profits and lossesn the asset is derecognised.

m) Inventories

Inventories are measured at the lower of cost ahdealisable value

Costs incurred in bringing each item of inventaryts present location and condition, are accoufaeds follows
Materials and goods — acquisition cost determined under the weightedageralue methc
Finished products and work in progr —  cost of direct materials used, labor and overha#ldsated based on tl

normal production capacity, excluding borrowcosts, determined
under the weighted average value me
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1.2 Summary of significant accounting policiescontinued)

m) Inventories (continued)

Net realizable value is the estimated selling pricethe ordinary course of business, less estimatesis of
completion and the estimated costs necessary te thaksal¢

n) Impairment of non-financial asset:

The Company assesses at each reporting date wiie¢herare indications that an asset may be imghdif@ny suct
indication exists, or when annual impairment tegfior an asset is required, the Company makes tamade of the
asset’s recoverable amnat. An asset’s recoverable amount is the highan asset'sr casl-generating unit’'s (CGU)
fair value less costs to sell and its value in Usé& determined for an individual asset, unldss asset does n
generate cash inflows that are largeldependent of those from other assets or groupsseft® Where the carryil
amount of an asset or CGU exceeds its recoverabbeiat, the asset is considered impaired and igemrdown tc
its recoverable amount.

In assessing value in use, the estim future cash flows are discounted to their preseaties using a p-tax
discount rate that reflects current market assestsned the time value of money and the risks spetifthe asset. |
determining fair value less costs of disposal, meeearkettransactions, if any, are taken into account. Ifsnch
transactions can be identified, an appropriate atado model is used. These calculations are coratéd by
valuation multiple and other available sourcesaif ¥alues of assets or CGL

The @mpany bases its impairment calculation on detdiledgets and forecast calculations which are pesf
separately for each of the Company’s generating units to which individual assets arecalled. These budge
and forecast calculations generscover a period of five years. For longer perioddprag-term growth index is
calculatingand applied to future cash flows after the fifttas

Impairment losses are recognized as other expémses statement of comprehensive inco

An assessmensimade by the Company at each reporting date whétleee is any indication that previou:
recognised impairment losses may no longer exishay have decreased. If such indication exists,Gbmpany
estimates the asset’'s or CGU'’s recoverable amdé\ previously recognised impairment loss is reversdg if there
has been a change in the assumptions used to detetie asset’s recoverable amount since thertgsirment los:
was recognised. The reversal is limited so thatcdweying amount of tt asset does not exceed its recover
amount, nor exceed the carrying amount that woaleetbeen determined (net of depreciation) had nmimment
loss been recognised for the asset in prior y&arsh reversal is recognised in profits and lo

o) Cash and cash equivalents

Cash and short term deposits in the statemenhahdial position comprise cash in bank accountsimind, anc
shortterm deposits with an original maturity of threentits or les:

For the purpose of the cash fletatement, cash and cash equivalents consist bfacascash equivalents as defii
above.

p) Employee benefits
Short term benefits

Shortterm employee benefits include salaries, wagesrimtand annual bonuses, social security contobstianc
paid annual leave of current employees expectedetsettled wholly within twelve months after thedeof the
reporting period. When the @mpany receives thservice,they are recognised as an employee benefit exgar
profit or loss or a capitalised to the asset’s galBhor-term employee benefits are measured at the undited
amount of the expected cost of benefits. See 3.3. for further details.
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1.2 Summary of significant accounting policiescontinued)
p) Employee benefits (continued)
Retirement benefits

The Company operates a defined benefit plan arfsorg the requirement of the Bulgarian labour l&gien and the

Collective Labour Agreement to pay a certain numifegross monthly salaries to its employees updineraent,

depending on the length dfieir service. If an employee has worked KoradoBulgaria AC for 10 years, the
retirement benefit amounts to six gross monthlgrsas upon retirement, if he/she has worked foiGbmpany fron

5 to 10 years four gross monthly salaries, and if he/she has aeror less than five yea- two gross monthly
salaries. Besides, of an employess worked folKorado-Bulgaria AD for more thatwenty years, he/she receiv

eight gross monthly salaries upon retiremThese retirement benefits are unfunded.

The cost of providing benefits under the retirenteenefit pan is determined by the Company using the proje
unit credit method. Reieasurements, comprising of actuarial gains ansefgsare recognised immediately in
statement of financial position with a correspodétebit or credit tcthe reserve from ituarial valuations through
other comprehensive income in the period in whidytoccur. R-measurements are not reclassified to profit or
in subsequent periods.

Interest expense is calculated by applying theodistrate to the defined benefit lility. The Company recognise
the following changes in the defined benefit oltiigain profit or loss for the perio

e interest expense;

e current and pastervice cost

Share based payment plans

Payments for share based plans to employees aredval the fair of the equity instrument at theedathen the
shares are provideRemuneration for conditional share based paymemsplwhich have not vested is measure
the he fair value at the gradate of the share based payment reflecting tbesditions and having no differen
between the expected and actual res

g) Segment reporting

Operating segments are reported in a manner censigfith the internal reporting provided to theef operating
decision maker.

The Board of Directors assesses the financial pedace and position of the Company and makes gice
decisions.

The Board of Directors has been identified as beimgg chief operating decision maker and consistthefclief
executive officer, chief accountant and financidilcer of theCompany.

1.3. Changes in accountingtandards
Initial application of new amendments to the existj standards effective for the current reporting ned

The following amendments to tlexisting standards issued by the International Aotiag Standards Board (IASI
and adopted by the EU are effective for the curmreporting perioc

e Amendments to IFRS 9 “Financial Instruments”, IAS 3 “Financial Instruments: Recognition and
Measuremert”, IFRS 7 “Financial Instruments: Disclosures”, IFRS 4 “Insurance Contracts” and IFRS
16 “Leases”- Interest Rate Benchmark Refol- adopted by the EU on 13 January 2021 (effectiveaforual
periods beginning on or after 1 January 2C

e Amendments to IFRS 16 “Leases - Covid-19-Related Rent Concessidreyond 30 June 20 (adopted by
the EU on 30 August 2021 for financial years staytiat the latest, on or after 1 January 2(

e Amendments to IFRS 4 Insurance Contracts “Extensiorof the Temporary Exemytion from Applying
IFRS 9” adopted by the EU on 16 December 2020 (the expitg tbr the temporary exemption from IFR!
was extended from 1 January 2021 to annual peliedsining on or aftel Januar 2023);
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1.3. Changes in accounting standar¢ (continued)

The adoption of amendments to the existing starsdaad not led to any material changes in the Coypdinancial
statements.

Standards and amendments to the existing standasdsed by IASB and adopted by the EU but not yétetive

At the date of authorisation of these financial statémehe following amendments to the existing stéads were
issued by IASB and adopted by the EU and whichateyet effective

e Amendments to IAS 16 “Property, Plant and Equipment - Proceeds before tended Use adopted by the
EU on 28 June 2021 (effective for annual periodgirno@ng on or after 1 January 20z

e Amendments to IAS 37 “Provisions, Contingent Liabiities and ContingentAssets’ - Onerous Contracts —
Cost of Fulfilling a Contract adopted the EU on 28 June 2021 (effective for annual peribelginning on ¢
after 1 January 2022);

e Amendments to IFRS 3 “Business Combinations - Reference to the Conceptual Framework \
amendments to IFRS 3 adopted by the EU on 28 Jo2& @ffective for arual periods beginning on or aftel
January 2022);

e |FRS 17 “Insurance Contracts” including amendments to IFRS 17 adopted by the EU®November 202
(effective for annual periods beginning on or aftefanuary 202z

e Amendments to various standards du¢o “Improvements to IFRS (cycle 2018-2020)” resulting from the
annual improvement project of IFRS (IFRS 1, IFR$FRS 16 and IAS 41) primarily with a view to renioy
inconsistencies and clarifying wordi- adopted by the EU on 28 June 2021 (The aments to IFRS 1, IFRS
9 and IAS 41 are effective for annual periods beigig on or after 1 January 2022. The amendmerfERSI16
only regards an illustrative example, so no effectiate is stated

New standards and amendments to the existing stads issued by IASB but not yet adopted by the

At present, IFRS as adopted by the EU do not sagnifly differ from regulations adopted by IASB eyt for
thefollowing new standards and amendments to theiergistandards, which were not endorsed for uselirag af
the date of publication of thefieancial statements(the effective dates statedvbed for IFRS as issued by IAS:

e |FRS 14 “Regulatory Deferral Accounts” (effective for annual periods beginning on or aienuary 1, 201¢
- the European Commission has decided not to laumelehiorsement process of this interim standard ar
wait for the final standard;

¢ Amendments to IAS 1 Presentation of Financial Stateents: Classification of Liabilities as Current or M\
current éffective for annual periods beginning on or aftetanuary 223);

e Amendments to IAS 1 Presentation of Financial Stateents: Disclosure of Accounting policies (effective 1
annual periods beginning on or after 1 January ,

e Amendments to IAS 8 Accounting policies, Changes iAccounting Estimates and Errors: Definition of
Accounting Estimates (effective for annual peribdginning on or after 1 January 20:

e Amendments to IAS 12 “Income Taxes- Deferred Tax related to Assets and Liabilitiesingdrom a Single
Transaction (effective for annual periods begiig on or after 1 January 2023),

e Amendments to IFRS 10 “Consolidated Financial Statments” and IAS 28 “Investments in Associate
and Joint Ventures” - Sale or Contribution of Assets between an Inveatat its Associate or Joint Ventt
and further amendmengsffective date deferred indefinitely until the easch project on the equity method |
been concluded);

e Amendments to IFRS 17 “Insurance contracts- Initial Application of IFRS 17 and IFRS — Comparative
Information (effective for annual periods bnning on or after 1 January 2023).

The Company anticipates that the adoption of these standards and amendments to the existing stineall
have no material impact on the financial statemefhtee Company in the period of initial applicati

Hedge accounting for a portfolio of financial assaic liabilities whose principalbave not been adopted by the
remains unregulated.
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According to the Company’s estimates, the applicatf hedge accounting aportfolio of financial assets ¢
liabilities pursuant to IAS 39: “Financial InstrumenRecognition and Measurement” would not signifitaithpact
thefinancial statements, if applied as at reporting date.

2. Significant accounting judgments, estimates andsaumptions

The preparation of the financial statements reguine management to apply accounting judgemertimates anc
assumptions, which have effect on the amount afnted assets and liabilities, and the disclosurthefcontingent
liabilities at the reportinglate, as well as on the income and expenses rddortéhe period. Uncertainties relatec
these assumptions and estimates may lead to aetudts requiring material adjustments in the dagyamounts o
the respective assets or liabilitiessubsequent reporting peric

The key assumptions concerning the future and dgisources of estimation uncertainty ai reporting date, that
have a significant risk of causing a material ajent to the carrying amounts of assets and ltgsliwithin the
next reporting period are discussed be

Net realisable value of inventories

Inventories are written-down gccordance with the accounting policy of Korado @prbased on the estimated sz

turnover of goods. Theelated writ-downs arepresented as other expenses in the statement gfrebemsive

income. The Company’s management believes thatdhging amunt of goods a®f reporting date the best
estimate of their net realizable value in complamgth the requirements of IAS 2 InventoriRespectively, there
were no inventory write offs as a 3une 2022 and 31 December 2021.

Impairment of receivables

Based on the available information the managemasitlisessed the future cash flows of the reces/olm clients
andhas not recognised other than immaterial in amewnpected credit lossas at ® June2022 and 31 December
2021, and respectively anet separately disclosed in the statement of congmrgive incorr. Additional information
is presented in Note 19.
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3. Income and expenses
3.1 Revenue from contracts with customers and segmieimformation
Revenue from clients
a) Geographic information
30.06.2022  30.06.2021
BGN’000 BGN’000
Bulgaria 489 683
Other countries:
Czech Republic 25,601 18,307
Romania 1,990 2,285
Ukraine 479 1,478
Hungary 1,752 988
Russia - -
Greece 627 535
France - 102
Tunisia 138 122
Cyprus 174 -
31,250 24,500

The geographic information on the revenue fromssafeproducts is based on the customers’ loc: There are no
differences between the measurements of the rdépersegments’ profits or loss- only one segment identified a
the entity’s profit or loss before income tax exgpeior income and discontinued operat

b) Information by key in 2022argdz1

30.06.2022 30.06.2021
BGN’'000 BGN’'000
Customer 1 25,601 18,307
Customer 2 1,990 2,285
Customer 3 1,752 988
3.2 Other income
30.06.2022 30.06.2021
BGN’'000 BGN’'000
Income from sale of materials 229 1,532
Income from sale of assets - -
Income from Government 615
Other 42 11
886 1,543

The sale of materials is incidental to the mainivitds. The materials were sold to tlBulgaria company.
Respectively, it imccounted as other incor Income from government is a subsidy for electripitices.
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3. Income and expenses ¢atinued)
3.3 Employee benefit expense
30.06.2022  30.06.2021
BGN’'000 BGN’'000
Salaries (2,827) (2,619)
Social security contributions (515) (476)
Retirement benefits (Note 13) - -
(3,342) (3,095)
3.4 Expenses for hired services
30.06.2022  30.06.2021
BGN’'000 BGN’'000
Management services from related pa (71) (59)
Insurances (124) (122)
Consulting services (56) (58)
Security (117) (112)
Transport costs (98) (67)
Repair and maintenance (58) (61)
Commissions (191) (235)
Advertising (20) (29)
Taxes and charges (56) (38)
Legal services (6) (12)
Telephone charges (22) (29)
Training (1) -
Other (56) (39)
(873) (839)
3.5 Other expenses
30.06.2022  30.06.2021
BGN’'000 BGN’'000
Carrying amounof goods for resale sc (406) (224)
Carrying amount of materials sold (205) (1,503)
Carrying amount of assets sold - -
Business trips (26) (1)
Scrap of assets (12) 9)
Entertainment expenses (5) 3)
Expenses of provision - -
Impairment of trade receivables - -
Other (1) (1)
(655) (1,751)
3.6 Finance costs
30.06.2022  30.06.2021
BGN’'000 BGN’'000
Interest expenses dmorrowings and leasit (35) (35)
Expenses on charges and commission (12) @)
FX gains and losses, net (1) (1)
(48) (43)
20
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4. Income tax
The major components of the income tax expias at 30 June 202éhd 31 December 21 are:

30.06.2022 31.12.2021
BGN'0O0O0O  BGN’'000

Current income tax expense (3112) (509)
Deferred tax expense (23)
Income tax expense recognized in profit closs (311) (532)
Deferred tax on actuarial gains and lo 4
Income tax credit recognized in other comprehensivincome 4

The applicable tax rate in 2022nd 221 is 10%. A reconciliation between the income tax enge and th
accounting profit at the applicable tax ras at30 June 2022 and 31 December 2021 are:

30.06.2022 31.12.2021
BGN'O00 BGN’000

Profit before taxes 3,135 5,291
Income tax expensat the applicable tax rate of 10% for 2 and

2021 (311) (529)

Permanent differences (3)

Income tax expense at an effective tax rate of 10 (311) (532)

As at30 June 2022nd 31 December 21 deferred taxes are related to the following:

Statement of financial position Profit and loss
30.06.2022 31.12.2021 30.06.2022 31.12.2021

BGN’'000 BGN’'000 BGN'000 BGN’'000

Deferred tax assets
Accelerated depreciation (71) (20)
Unused paid leave 26 2
Remuneration of personnel 1 -
Impairment 1 1
Retirement benefits liability 53 (6)
Deferred tax assets, net 11 (23)

Reconciliation of deferred taxes, ne

2022 31.12.2021
BGN'000 BGN’000

At 1 January 30
Deferred taxes recognizedpnofit or loss for the peric (23)
Deferred taxes recognized in other comprehensivenie 4
At 30 June 11

21



KORADO-BULGARIA AD %% HFR @r@

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) BULGARIA
At 30 JUNE 2022

5. Earnings per share

Basic earnings per share are calculated by divithiegprofit for the period to the weightaverage number of
ordinary shares held for the period.

The Company’dasic earnings per share are calcul by using the following data:

3006.2022 31.12.2021
BGN’'00( BGN’'000

Net profit for the year (in BGN’00! 2,824 4,759
Weighted averagemumber of ordinary shares held for the pe (in

thousand) 13,169 13,169
Basic earnings per shargin BGN) 0,21 0,36

6. Property, plant and equipment

Buildings,
installations Plant,
and equipment, Assets
Land outdoor fixtures Motor under

(terrains)  equipment and fittings  vehicles construction Total
Cost BGN'000 BGN'000 BGN'000 BGN’'00( BGN'0O00 BGN’'000
At 1 January 2021 407 4,947 19,158 83C 820 26,162
Additions - 45 99 - 671 815
Disposals - - (64) (120 - (184)
Transferred from right of use assets - - - 121 - 121
Impairment - - - - (54) (54)
Transfers - 26 37 12 (75) -
At 31 December 2021 407 5,018 19,230 843 1,362 26,860
At 1 January 2022 407 5,018 19,795 97t 2,092 28,287
Additions - - 27 - 429 456
Disposals - - - - - -
Transferred from right of use assets - - - - - -
Impairment - - - - - -
Transfers - - 116 - (116) -
At 30 June 2022 407 5,018 19,938 97t 2,405 28,743
Accumulated depreciation:
At 1 January 2021 - 2,985 8,539 521 - 12,045
Depreciation charge for the period - 164 863 52 - 1,079
Transferred from right of use assets - - - 43 - 43
Disposals - - (64) (95) - (159)
At 31 December 2021 - 3,149 9,338 521 - 13,008
At 1 January 2022 - 3,288 10,152 601 - 14,041
Depreciation charge for the period - 41 425 30 - 496
Transferred from right of use assets - - - - - -
Disposals - - - - - -
At 30 June 2022 - 3,329 10,577 6B - 14,537
Carrying amount
At 1 January 2021 407 1,869 9,892 322 1,362 13,852
At 31 December 2021 407 1,730 9,643 374 2,092 14,246
At 30 June 2022 407 1,689 9,361 344 2,405 14,206
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6. Property, plant and equipmenticontinued)
Assets under construction

At 30 June 2022nd 31 December 21 assets under construction progress related to dhwletion of the
production facilities’ renovation.

Impairment of property, plant and equipm

Based on the impairment testing of fixed tangitdsets conducted 30 June 2022nd 31 December 21, the
Company’s management did not find any indicatiomat tthe assets’ carrying amounts might exceed
recoverable amount$herefore, no impairm¢ of property, plant and equipment has been rezegnat30 June
2022.

Fully depreciated assets

At 30 June 2022he Company held assets with a cost of B5,548 thousan@31 December 221: BGN 5,468
thousand),which were fully depreciated but stilluse. These included: buildings of B(1,796 thousand (31
December 2021: BGN 1,79 ousand production equipment of BGN 3,32Bousand (31 December 21:
BGN 3,273thousand), motor vehicles of BG242 thousand (31 December 20BIGN 242 thousand), fixture
and fittings of BGN 68housand (31 December21: BGN 56thousand), hardware of BG101 thousand (31
December 2021: BGN 9thousand), and other equipment of B(12 thousand (31 December 21: BGN 10
thousand).

Items of property, plant and equipment has not merigaged by the Compal
Geographic information

All items of property, plant and equipment are tedain the territory of Bulgari

7. Intangible assets

Software

BGN’'000
Cost:
At 1 January 2C1 96
Additions 4
Disposal (3)
At 31 December 2021 97
At 1 January 2C2 97
Additions -
Disposal -
At 30 June 2022 97
Accumulated amortisation
At 1 January 2C1 79
Amortisation charge for the peri 8
Amortisation of disposa (3)
At 31 December 2021 84
At 1 January 2C2 84
Amortisation charge for the peri 4
Amortisation of disposa -
At 30 June 2022 88
Carrying amount
At 1 January 2021 17
At 31 December 2021 13
At 30 June 2022 9
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7. Intangible assets (continued)

Impairment of intangible assets
The Company performed an impairment testing ofigitale assets 30 June 2022nd 31 December 21.

No indications were found out that the assets’yoagramounts might exceed their recoverable amoantt
therefore no impairment loss was recognized in the finarsialement:

Fully amortised intangible assets

At 30 June 2022he Company held software wia cost of BGN 7thousand (31 December21: BGN 48
thousand), whichvere fully amortised but still in us

8. Inventories

30.062022 31.12.2021

BGN’00( BGN’000

Raw materials 1235C 12,150
Finished goods 1,86¢ 1,182
Goods for resale 20¢€ 251
Work in progress 37¢ 278
14,80( 13,861

No write downs to NRV were made in the period. Neeintories were pledged as a secuiThe inventories
forming the cost of sales during the pe and respectively recognized as an expense are aintbunt of BGM
13,258 thousand (2021: BG39,188thousand).

9. Trade and other receivables

30.062022 31.12.2021
BGN'00(C BGN’'000
Trade receivables, gross 65€ 1,322
VAT refundable 1,46¢ 201
Other receivables 79 71
Impairment on trade receivables - (10)
2,20 1,584

Trade receivables are not interbsfaring and are normally settled withii- 60 days.

As at 30 June 202and 31 December 21 the ageing analysis of trade receivables is predeint the tabl
below:

Overdue
<30 30-60 60-90 90-120 >120
Total Regular days days days days days
30.06.2022 658 658 - - - - -
31.12.2021 1,322 1,312 - - - 10 -

9.Trade and other receivables (@ntinued)

As at 30 June 202ade and other receivables of B(528 thousand (31 December220 BGN 991 thousand)
are denominated in Euro and BC130 thousand (31 December 2021: 3Bbusand) are denominated
Bulgarian leva.
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10. Cash and cash equivalents

30.062022 31.12.2021

BGN’00( BGN’000

Cash in bank accoun 2,77 1,160
Cash orhand 1C 10
2,78¢ 1,170

Cash at banks accrue interest at floating inteetst based on the intraday interest rates on thepasits

As at 30 June 202@ash and cash equivalents of B(2,423 thousand (31 December220BGN 555 thousand)
are denominated in Euro and BC362 thousand (31 December 2021: @hbusand) are denominated
Bulgarian leva.

11. Share capital and reserves

11.1 Share capital

numbe BGN’'000
1 January 221 13,168,61 13,169
At 31 December 221 13,168,61 13,169
At 30 June 2022 13,168,61 13,169

All subscribed shares were paid3tJune 2022 and 31 December 2021.

11.2 Share premium

As at 30 June 2022nd 31 December 21 the share premium is amounting to BGN 119 thou:
11.3 Treasury shares

In 2019 the Company acquired 12,000 treasury stardge total amount of BGN 66 thousand. Duringytbar
945 treasury shares were sold at the amount of B&Nusand

On 18 September 201%& shareholders approved a decision for purchask2,000 treasury shares to
provided to employees in the form of an additiooaé off compensation to all individuals employed thg
Company for more than 1 year under a labour or gemant contract. The shares are allocated to
qualifying employeebased on a step rate depending on the number if geamploymen

As at 30 June 2022 and BEcember 2C1 there are no treasury shares owned by the Conr
11.4 Statutory reserves andther reserve:

Statutory reserves are formed by j-stock companies, such as Kordglalgaria AD, through distribution ¢
profits on the grounds of article 246 of the Commercial. Adtey are set aside until they reach-tenth or
more of the capital. Sources statuory reserves are at least aesth of the net profit, share premiums i
funds, stipulated in the Articles of Associationapproved by decision of the General Meeting ofr&halders
The statutory reserves may only be used to cowsekof the Compy from the current and previous reporti
periods.
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11. Share capital and reserves éntinued)

11.5. Dividends

Dividends distributed in 2022

On 18 May 2022he General Meeting of Shareholders approved digidn of dividends amounting to BC
2,502thousand or a dividend of BGO.19.

Dividends distributed in 2021

On 19 May 2021the General Meeting of Shareholders approved bigtdn of dividends amounting to BG
2,502thousand or a dividend of BGO.19.

On 15 September 2021 the General Meeting of Shhtetso approved distribution of interim divider
amounting to BGN 1,31thousand or a dividend of BG0.10 per share.

Dividends distributed in 2020

On 20 May 202@he General Meeting of Shareholders approved digidn of dividends amounting to BC
2,502thousand or a dividend of BGO.19.

On 16 September 202the General Meeting of Shareholders approved digtan of interim dividend:
amounting to BGN 1,31thousand or a dividend of BG0.10 per share.

12.1.Lease liabilities

The Company concluded lease contractsvehicles. For leases previously claeslf as finance lease, t
Company recognised the carrying value of the leassdt and lease liability before the adoptiorF&¥3 16 ant
as carrying valughe right of use asset and lease liability asattte of initial adoptic. The Company has only
finance leases with a clause for transferring ohemship of vehicles, these are not modified inghéod, nc
extension or termination options have been assesseglevant in determining the lease terms ofélspective
vehicles leases. lthe period there were no contracts for short terhow value leases, for which the associe
lease payments have been directly exper

Interest expense on lease liabilities for the peisoBGN3 thousand (2021: BGNthousand)

As at 30 June 202the lease liability amounts to BG373thousand and as at 31 Decembe21 amounts to
BGN 166 thousand.

30.06.2022 31.12.2021
Present Present

Lease value of Lease value of

payments payments payment payments

BGN’'000 BGN’'000 BGN'00(C BGN’'000

Within one yee 63 56 54 50
From one to five yea 329 37 123 116
Total minimum lease payme 393 373 177 166
Less finance charg (20) - (11) -
Present value of lease paymt 373 373 166 166

The lease payments presented above do not includeable component. The vehicles leased are réased
No sale and lease back transactions have beenudeaatcl The total cash outflow on leases is B109 for
principal lease payments and B@Nhousand for interest.
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12.2.Right of Use Assets

As at 30 June 2022 the carryiagioun of the right of use assets (vehicles previoushsenéed as finance lea
liabilities) is BGN 514thousand (31 December Zz1: BGN 219 thousand).

The carrying amourdf the right of use asset could be analysed agvisl

Vehicles 30.06.2022 31.12.2021
BGN’'000 BGN’'000

Carrying amount

At 1 January 219 309
Additions — new lease contracts 318 49
Termination of lease contracts - (124)
Depreciation for the year (23) (15)
At 30 June 514 219

In further detail, the movement of right of useeadsand transfers to property, plant and equipmerghowr
below:

Right of
use assets

At 1 January 2021 357
Additions 49
Disposals
Transferred to motorehicles (PP&E (124)
At 31 December 2021 282
At 1 January 2022 282
Additions 318
Disposals
Transferred to motor vehicles (PP¢ -
At 30 June 2022 600
Accumulated depreciation:
At 1 January 2021 48
Depreciation charge for the period 42
Transferred to motor vehicles (PP¢ (27)
At 31 December 2021 63
At 1 January 2022 63
Depreciation charge for the period 23
Transferred to motor vehicles (PP¢ -
At 30 June 2022 86
Carrying value
At 1 January 2021 309
At 31 December 2021 219
At 30 June 2022 514

13. Retirement benefits

Pursuant to the requirement of the Bulgarian lablegislation and the Collective Labour Agreemeiig

Company is obliged to pay two to six gross mon#diaries to its employees upon retirement, depgnainthe
length of their service in the Comparlf an employee has worked for KoraBadgaria AC for 10 years or
more, the retirement benefit amounts to six grosathly salaries upon retirement, if he/she has edror the
Company from 5 to 10 yearsfeur gross monthly salaries, and if he/she harked for less than five yea-

two gross monthly salaries. Aamployee who has worked for Korado-Bulgaria Aldr more than20 years,
shall be entitled to receivegdoss monthly salaries upon retirem¢These retirement benefits are unfunc
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The components of the expenses for retirement lienmetognised in the statement of comprehensigenie
for 2022 and 202&nd the liabilities recognised in the statemerfir@ncial position as ¢30 June 2022 and 31
December 2021 are as follows:

13. Retirement benefits (ontinued)

Expenses for retirement benefits

2022 2021
BGN'0O0OC  BGN’'000
Interest expense 3
Current service costs 53
Expenses for retirement benefits, recognised in pfib and loss 56
Actuarial lossesrecognised in other comprehensive incon 45
Changes in the present value of the retirementflieriigation are as follow
2022 2021
BGN'00C  BGN'000
At 1 January 559
Interest expense 3
Current service costs 53
Benefits paid (217)
Actuarial losses 45
31 December 543

The actuarial gains and losses arising ' experience adjustments are at the amount of I0 thousand (2021:
negative BGN 50 thousand), froohanges in demographic assumptions are the amdinegative BGN 0
thousand (2021: BGN 1thousanc, while those arising from changes in financialuasgtions ar negative
BGN 0 thousand (2021: BGN 4).

The key assumptions used in determining the re@rarbenefit liability are stated in the table bel

3006.2022 31.12.2021

Discount rate
Future salary increases

0.6%
3-10%

The tables below contain a quantitative sensitigitplysis of the retirement benefit liability as30 June 2022

and 31 December 2021:

Assumptions 2022

Interest rate

Salary growth

Increase by  Decrease Increase by Decrease

Sensitivity level 1% by 1% 1% by 1%
BGN'O00 BGN’000 BGN'00C BGN’000

Effect on the pension liability increase/(decre (45) 52 50 (44)

Assumptions 2021

Interest rate

Salary growth

Increase by  Decrease Increase by Decrease

Sensitivity level 1% by 1% 1% by 1%
BGN'000  BGN’000 BGN'00C BGN’000

Effect on the pension liability increase/(decre (44) 51 48 (42)
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13. Trade and other payables

Payables to supplie
Payables to personi
Payables for social securit
Other liabilities

5 RORARO

BULGARIA

30.0620z2 31.12.2021
BGN’'00( BGN’'000
9,28¢ 6,767

352 424

180 186

345 114
16,161 7,491

Terms and conditions of the financial liabilitisgt out in the table above, are as follo

e Trade payables are namterest bearing and are normally settled 0-60 day’s term
e Tax payables are ndnterest bearing and are settled within the legaldiines
e  Other payables are nanterest bearing and are normally settled on 30sataym.

As at 30 June 2022ade and other payables of B(7,843 thousand (31 December 20BGN 5,762 thousand)
are denominated in Euro and B(2,318 thousand (31 December 2021: 1,#&%usand) are denominated

Bulgarian leva.

15. Provisions

As at 30 June 2022 and BEkcember 2C1 provisions consist of unused paid leave provisanhe amount ¢
BGN 185 thousand and BGN 2#tbusand, respective

16. Related party disclosures

Ultimate parent company

The ultimate parent companyK®erado a.s, Czech Republic.

Entities with controlling interest in the Compi

At 30 June 2022, 825% of the shares of Kora-Bulgaria AD are held b¥Korado a.s, Czech Republic. The
remaining 17,85%of the shares are held by leg#ienaind individual:

Besides with e parent companyKorado a.s., Czech Republic, in 2022 and 2@21 Company conclude
transactions with other related companies as welnely Licon Heat s.r.0., Czech Republic (a subsydbf

Korado a.s., Czech Republic).

The following table providethe total amount of related party transactions twedoutstanding balances for 1

current and previous reporting peri

Purchases from related parties
Ultimate parent company
Korado a.s. Czech Republic

Licon Heat s.r.0. Czech Republic

Nature 300€.2022 30.06.2021
BGN'O0OC  BGN’'000
Purchase of materials and goods 782 451
Purchase of services 84 64
Purchase of plant and equipment - -
Interest on loan 32 32
Purchase of materials and goods 26 47
924 594
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16. Related party disclosures @ntinued)

Nature 3006.2022  30.06.2021
BGN'OOC  BGN’'000

Sales to related parties
Ultimate parent company

Korado a.s. Czech Republic Sales of products 25,60 18,307
Sales of materials 10 1,361

Other - -

25,61 19,668

300€.2022 31.12.2021
BGN’'00( BGN’'000

Related party receivables
Ultimate parent company

Korado a.s. Czech Republic Trade receivables 3,822 4,397
3,822 4,397
Payables to related parties 300€.2022 31.12.2021

BGN'OOC  BGN'000
Ultimate parent company

Korado a.s. Czech Republic Interest-bearing loan 3,716 3,716
Korado a.s. Czech Republic Trade payables 477 788
Licon Heat s.r.0. Czech Republic Trade payables - 17

4,193 4,521

Agreements wereoncluded and executed under whii portion of trade receivables amounting to B1,209
thousand (31 December 20BGN 1,182thousand) due from related parties were settlethagaade payable
of BGN 1,193 thousand3{ Decembe2021: BGN 1,117 thousa) and interest payable of BG16 thousand
(31 December 202BGN 65 thousand and interest payalwithout payment.

There was no impairment of doubtful and bad relatady receivables accrued as30 June 2022 and 31
December 2021. As at 30 JuR@2: receivables from related parties of BGN 0 thous¢8idDecember 221:
BGN 0thousand) are overdue within 30 d:

The receivables from related parties are subjectintlividual credit risk assessment, which take
consideration the available gitative and no-statistical quantitative information. Based on thi®rmation, the
management has not accrued impairment loss all@vtorcthe receivables from related parties a30 June
2022 and 31 December 2024 it is insignifican

There are noverdue receivables from related parties $30 June 2022 and 31.12.2021.

All receivables and payables to related partieat:30 June 2022nd 31 December 21 are denominated in
euro.

Interest-bearing loan and borrowings from a related party

The first tranche of BGN 1,17#housand of a loan froilKorado a.s. CzecRepublic was received in Februg
2016, and in April 2016 the second tranof BGN 3,520 thousand. The loan amourteGN 4,694 thousan:
The main purpose of these fundss to finance the acquisition and implementatioa gfoduction line for tub
heating units and renovation of production fa@hti The loarwas long-term anavith initial maturity ir 2021.
The agreed interest rate iIMLEURBOR+ a fixed margin of 75%.

A portion of the loan amounting to BGN 978 thousavek settled net against trade receivables due fha
same counterparty in October 2016 and thus, thauatrad the loan from the parent company amounteBIGiN
3,716 thousand as at 30 June 2628 31 December 202With Annex from 22.12.2021 the term of the Ic
was extended to 31.12.2024.
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16. Related party disclosures @ntinued)

30.062022 31.12.2021
BGN’'00( BGN'000
Borrowings from related parties
Ultimate parent company
Korado a.s. Czech Republic 3,71¢ 3,716
3,71¢ 3,716
Changes in borrowings aes follows
30.062022 31.12.2021
BGN’'00( BGN'000
At 1 January 3,71¢ 3,716
Interest expense 32 65
Interest offset to trade receivables (32 (65)
At 31 December 3,71¢ 3,716

Terms of the transactions with related partie

Sales and purchases to/from related parties areomtractual pricesThe outstanding trade payables :
receivables at year end are unsecured, in-free (except fotoans) and their settlement is done with cash.
the payables tor receivables from related parties, there areuarantees received or issued. The Compan'
not impair its related party receivables as30 June 2022 and 31 December 20@Teview br impairment of
the related party receivables is performed at tliead each year and is based on the financial pagnce of the
related party and the market it operate, including actual cash flow settlements.

Remuneration to key management sta 30.062022 31.03.2021
BGN’00(C BGN’000
Short-term benefits of MB and SB 45 47
Short-term benefits of AC 18 18
63 65

No post employment benefits or share based payrare providedo key management st¢

17. Commitments andcontingencie:

Legal claims

No material legal claims have been brought agaiesCompan'

Other

The last tax audit by the tax administration auities covered the following types of liabilitiesy periods

Corporate income taxuntil 31 Decembe 2010;

VAT —until 31July 2008;

Personal income taxuntil 31 December 200

Social security -ntil 31 January 2012;30 September Z
Local taxes and chargesustil 31 December 200

Income tax foreign legal entiti- until 31 December 2013.

The Company management believes that no material risks esist result of the dynamic fiscal and regula
environment in Bulgaria, which might require adietts in the financial statements for the periodeer30
June 2022.
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18. Fair value of financialinstruments

Set out below is a comparison by class of carrginpunts and fair values of all of the Company’sficial
instruments that are carried in the financial stesets

Book value Fair value
30.06.2022 31.12.2021 ®.2022 31.12.2021
BGN’'000 BGN’'000 BGN’00( BGN’'000

Financial asset

Trade receivables 658 1,322 658 1,322
Related party receivables 3,822 4,397 3,822 4,397
Cash and short-term deposits 2,785 1,170 2,785 1,170

Book value Fair value

30.06.2022 31.12.2021 3®.2022 31.12.2021
BGN’'000 BGN’'000 BGN’'00( BGN’'000

Financial liabilities

Interestbearing borrowings to related par 3,716 3,716 3,716 3,716
Trade payables 9,284 6,767 9,284 6,767
Payables to related parties 477 805 477 805

The fair value of the financial instruments of tBempany is determined as the price at which a Gismsse
could be sold or a financial liability could be rnsderred in an arm’dength transaction between mark
participants at the date of the valuation. Theofihg methods and assumptions were used to estimattir
values:

e Cash and cash equivalentsade receivables, trade payables, and other cuaeséts and liabilitie
approximate -their fair values approximate their book values doethe sho-term maturities of thes
instruments;

. Interestbearing loans and borrowin¢ the fair value is estimated by applying the DCF elcand
using a discount factor based on the inti rates for debt instruments of similar terms andai@emg maturities

The Company’s principal financial liabilities cong® interes-bearing loans and borrowings, and tr.
payables.

The main objective of these financial instrumerstsd securefinancing for the Company's operations. ~
Company holds financial assets such as trade r@deis, cash and sh-term deposits, which arise directly a
result of its operation. As 0f03June2022, and 31 December 20#ie Company neither held nor ded in
derivative financial instruments.

19. Financial risk management objectives and polic

The major risks arising from the Company’s finahdisstruments are liquidity risk, foreign currencigk,
interest riskand credit risk. The risk management policy the @any’s management implemented to mar
these risks is summarized below.

Interest rate risk

The Company is exposed to the risk of changes ikehanterest rates primarily to its sk-term and long-term
financial liabilitiesin the form of a related party lo at the amount of BGN 3,716 thous: bearing floating
(variable) interest rate based ombnth Euribor animargin of 1.75%]t is a policy of the Company to mane

its interest expenses loging financial instruments with fixed and variatd¢e: depending on the need of furtt

debt financing.

The following table demonstrates the sensitivityptissible changes in interest rates of the Compgapndfit

before tax (through the effect onriable rate loans and borrowings), with all othariable held constal There
is no effect on other equity components of the Camyr
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19. Financial risk management objectives and policfcontinued)

Increase/
Decrease in  Effect on the pre-
interest rates tax profit
BGN’'000
30 June 2022
In EUR +0.5% (19)
In EUR 1% 37
Increase/
Decrease in  Effect on the pre-
interest rates tax profit
BGN’'000
31 December 2021
In EUR +0.5% (19)
In EUR 1% 37

Liquidity risk

The effective management of the Company’s liquipresumes that sufficient working capital will besered
mainly through maintenance siifficieni cash and other current assatsl financing from related part.

Company’s quick ratio, calculated aurrent assets over current liabilities is 2ib3202z2 (2021: 2.4), which
shows an appropriate ability of timpany tcsettle its liabilities coming due over the nextrh@nth:.

At 30 June 2022 and8l1 December 2(1, the maturity structure of the Company’s financiabllities, based o
the agreed undiscounted payments, is presented

At 30 June 2022
<3 3-12 1-5
On demanc  months months year > 5 year: Total
BGN'OOC BGN'000 BGN'000 BGN'000 BGN'00C BGN'000

Lease liabilities - - 56 317 - 373
Trade payables - 9,284 - - - 9,284
Payables to related parties - 477 - - - 477
Interest-bearing loans and
borrowings - - 32 3,716 - 3,748
At 31 December 2021
<3 3-12 1-5
On demanc  months months year > 5 year: Total

BGN'O0C BGN0O00 BGNO0O0 BGNO00 BGNO0OC BGN’'000

Lease liabilities - - 50 116 - 166
Trade payables - 6,767 - - - 6,767
Payables to related parties - 805 - - - 805
Interest-bearing loans and

borrowings - - 65 3,846 - 3,911

Currency risk
The Company performs purchases, sales, and redeiars in foreign currencie— EUR. Since the exchany
rate BGN/EUR is fixed at ratio of EUR 1:BGN 1.95583e currency risk relating to the EUR exposuriethe
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Company is immateriallhe FX gains and losses reported by the Companthareutcome of the k-ask spread
on the fixed rate.

19. Financial risk management objectives and policfcontinued)
Credit risk

The Company trades only with recognised, creditmoicontractors. It is the Company’s policy that
customers who wish to trade on credit terms argesulbo credit verification procedures. Moreovére trade
receivable balances are monitored currently, aral result of that the Company’s exposuread and doubtful
debts is insignificant. There are no signific concentrations of credit risk within the CompanyititWespect tc
credit risk arising from the other financial assefsthe Company, which comprise cash and othemfiz
assets, the Compw's credit exposure arises from default of itsraeuparties

The maximum credit exposure of the Company in imtato the recognised financial assets equals
respective carrying amount as per statement of financial position as at 30 June 2022.

Cash transactions are made only with financialtirtghns with high credit ratings. Cash and cashieglents
are held with banks having a credit rating of BBBhigher.Approximately 936 (31 December 21: 81%) of
the cash and cash equivalents are concentrateteibank

Credit quality of financial assets

The credit quality of financiahssets can be assessed by reference to exterddlratngs (if available) or t
historical information about counterity default rates:

31.032022 31.12.2021

BGN'00( BGN’'000
Existing customers
Trade receivables 65¢ 1,322
Receivables from related parties 3,82% 4,397
Cash and cash equivalents
A- (Fitch) 2,57¢ 828
BBB (BCRA) 19¢ 332

Impairment of financial assets

The Company has the following financial assetschiaire subject to the expected credit loss m

e Trade receivables
e Cash and cash equivalents

The Company applies the IFRS 9 simplified appra@mcmeasureexpected credit losses wh uses a lifetime
expected loss allowance for all trade receivablio measure the expected credit losses, trade réxdesvhave
been analysed on an individual basis. The expdotsdrates are based on the payment profiles ef saler ¢
period of 24 month before 3une 202 or 31 December 202dspectively and the corresponding histor
credit losses experienced within this period. Tistohical loss rates are adjusted to reflect curaer forwar-

looking information on macroeconomic factors ating the ability of the customers to settle theeieables

Based on this analysis, the Company concluded dlatrade receivables are paid within 60 days ant
receivables were written off in the period anal), except for a single trade receivablea single counterpart
at the amount of BGN 10 thousand, which was futhpaired on individual basis, its collection pattern is n
expected to affect this of the podhe Company has not recognised any expected coaditfitom clients aat
30 June 2022.

Cash and cash equivalents are also subject tartpaiiment requirements of IFRS 9, but the impairniess
was immaterial.
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19. Financial risk management objectives and policfcontinued)
Impairment of financial assetsdjatinued

Trade receivables and contract assets are written offnwifiere is no reasonable expectation of recoy
Indicators that there is no reasonable expectatiaecovery include, amongst others, the failure afebtor tc
engage in a repayment plan with the ¢, and a failure to make contractual payments fperod of greate
than 120 days past duémpairment losses on trade receivables and contaséts are presented as
impairment losses within operating profit. Subsetquecoveries of amounts preusly written off are credite
against the same line item.

Capital management

The primary objective of the Company’s capital ngaraent is to ensure that it maintains a strongitcrating
and healthy capital ratios to support its busirsss maximiscowner’s value.

The Company manages its capital structure and malgsstments to it in light of changes in econo
conditions.

To maintain or adjust the capital structure, themPany may adjust the payment of dividends to
shareholders, to redeeits treasury shares, to increase or decrease &g stapital, by decision of tt
shareholders. No changes were made in the objecpadicies or processes for managing the Comparapial
during 2022 and 2021.

The Company monitors its equity throt the realized financial result for the reportingipdrending 30 June
2022 and 31 December 2Q2iks follows:

30.062022 31.12.2021
BGN'00( BGN'000
Net profit 2,82¢ 4,759

20. Reconciliation of the movements in liabilitieghe cash flows ofwhich are presented in financing
activity

Borrowings Lease Retained Total
liabilities earnings
BGN’'000 BGN’'000 BGN'00( BGN’000

At 1 January 2021 3,716 212 7,451 11,389
Cash flows - (96) (3,819 (3,915)
New leasing contracts - 45 - 45
Interest expense 65 5 - 70
Profit for the year - - 4,75¢ 4,759
Non-cash transactions (65) - - (65)
At 31 December 2021 3,716 166 8,391 12,273
At 1 January 2022 3,716 166 8,391 12,273
Cash flows - (112) - (112)
New leasing contracts - 318 - 318
Interest expense 32 3 - 35
Profit for the year - - 2,82¢ 2,824
Non-cash transactions (32) - - (32)
At 30 June 2022 3,716 376 11,21t 15,307

21. Events after the reporting dat:
No events have occurred after the reporting dabéchwrequire additioneadjustments and/or disclosures in
Company’s financial statements.
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