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31 December 2020 BULGARIA

1. Corporate information

Korado-Bulgaria AD is a joint-stock company, regretd with the Veliko Tarnovo District Court undeldJ814190902,
with registered address and address of managemeheitown of Strazhitsa, Veliko Tarnovo Region, G&dstone
Street.

The main scope of activity of the Company includeanufacture and sale of heating equipment.
At 31 Desember 2020 the Company’s shareholders are:

- Korado a.s., Check Republic 82,15 %
- Individuals and legal entities 17%5

The ultimate parent company is Korado a.s., CzempuBlic. None of the owners of the ultimate pa@rhpany owns
more than 35% of the parent’s shares.

The Company’s management consists of ManagementdBd&ose charged of governance are representetheby
Supervisory Board and the Audit Committee of thenpany.

According to the Bulgarian legislation, a decisioh the General Meeting for approval of these anrfuzncial
statements can be subsequently revoked (by appthiegelevant procedure) and in case it is coneil@ppropriate,
new revised financial statements can be prepargdsaned 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 Finan&aborting

Standards (IFRS) and interpretations issued byRRS& Interpretations Committee (IFRS IC) as adopiethe European
Union (EV). IFRSs as adopted by the EU is the coniynaccepted name of the general purpose framewahe basis
of accounting equivalent to the framework defimtiomtroduced by § 1, p. 8 of the Additional Prooiss of the

Accountancy Act “International Accounting Standdrf8Ss).

Historical cost convention
The financial statements have been prepared ostarical cost basis, except for the following:
¢ Retirement benefit obligations

The preparation of financial statements in conftymith IFRS requires the use of certain criticaldaaccounting
estimates. It also requires management of the Coynfmaexecute its judgment and assumtions. Thesare@lving a
higher degree of judgment or complexity, or ared®ene assumptions and estimates are significanheofibancial
statements are disclosed in Note 2.

Going concern

The financial statements have been prepared oring goncern basis. The financial statements haea Ipeepared in
Bulgarian leva and all amounts have been roundei tfie nearest thousand (BGN’000), unless ottestated.

At the end of 2019, news first emerged from Chibaa COVID-19 (coronavirus), when a limited numbécases of an
unknown virus were reported to the world healthaoigation. In the first few months of 2020, theugirhas spread
around the world, and its negative impact has bgaiming momentum. On 11 March 2020 the World Health
Organization declared a pandemic regarding theaspoé COVID-19, and on 13 March 2020 the Bulgafarliament
voted for a state of emergency in Bulgaria, assaltef which a number of restrictive measures wemglemented. The
state of emergency was lifted on 13 May 2020. aochfl4 May 2020 to 30 April 2021 an epidemic stass declared
on the territory of the country.
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1. Corporate information (Continued)
1.1.Basis of preparation (Continued)
Going concern (Continued)

The company's current assets exceed its currdnititles as of 31 Decemeber 2020 with the amounBGN 7,938
thousand. (31 December 2019: BGN 10,618 thousdhaling the year the Company generates profit @figrin the
amount of BGN 4,591 thousand (2019: BGN 4,262 thnd}. As at 31 Decemeber 2021 the Company hasydquiibe
amount of BGN 21,460 thousand (31 December 2019\ BEXB,758 thousand) and cash and cash equivalerttsein
amount of BGN 3,620 thousand (31 December 2019: B®IS2 thousand). During the year it generategipesiet cash
flows from operating activities in the amount of BG,427 thousand. (2019: BGN 5,664 thousand).

As a result of the unfavourable economic conditidhe Company’s sales for 2020, were lower by 7%mared to the
previous year. However, the Company has not lesiiarket share and management expects that sdlexeged the
financial plan by the end of the year.

Based on the current analysis, management hademtified a significant uncertainty as to whetlter Company will be

able to continue as a going concern. The compasty lahs the intention and ability to take the mezsmecessary to
continue as a going concern. Currently, the Comgaasy/no liquidity difficulties and delays in delies, it performs

timely payments to its suppliers and takes meagoresduce operating costs.

Management will continue to monitor the potentialpact of the crisis and will take all possible stép mitigate the
impact.

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

The financial statements are presented in Bulgdaea, which is also the functional and presentatiarrency of the
Company. Transactions in foreign currencies atélhi recorded in the functional currency rateimglat the date of the
transaction. Monetary assets and liabilities denaaid in foreign currencies are retranslated onoathnfy basis by
applying the exchange rate published by the Budgaational Bank for the last working day of thepective month.

All exchange differences are taken to the statemEnbmprehensive income. Non-monetary items thainaeasured in
terms of historical cost in a foreign currency &enslated using the exchange rate as of the ddtetial transaction
(acquisition).

b) Revenue from contracts with customers

Sales are recognised when control of the prodticistfed goods and goods for resale) has transfebreing when the

products are delivered to the client, the clierst hdl discretion over the channel and price td el products, and there
is no unfulfilled obligation that could affect tlotient’s acceptance of the products. Delivery osanhen the products
have been shipped to the specific location, thiesrif obsolescence and loss have been transfesrdtketclient, and

either the client has accepted the products inrdeoce with the sales contract, the acceptancesiwos have lapsed, or
the Company has objective evidence that all caté acceptance have been satisfied.

The products are often sold with retrospective r@udiscounts based on aggregate sales over a ltAsmariod.
Revenue from these sales is recognised based @mitieespecified in the contract, net of the estedasolume discounts.

Accumulated experience is used to estimate andgeder the discounts, using the expected valuéatetand revenue
is only recognised to the extent that it is hightgbable that a significant reversal will not occur
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1. Corporate information (Continued)
1.2 Summary of significant accounting policies (Camued)
b) Revenue from contracts with customers (Continued

A refund liability (included in trade and other pdnjes) is recognised for expected volume discopatgble to
customers in relation to sales made until the drileoreporting period. No element of financingleemed present as the
sales are made with a credit term of 30-60 daysciwis consistent with market practice. The Compgmwpligation to
repair or replace faulty products under the stathdaarranty terms is recognised as a provision.

A receivable is recognised when the goods are el@d/as this is the point in time that the consitien is unconditional
because only the passage of time is required b#ferpayment is due.

The Company analyses its sales arrangements acgaalispecific criteria in order to determine wiegtlit acts as a
principal or agent. It has reached the conclugian it acts as a principal in relation to all saclangements.

c) Taxes
Current income tax

Current income tax assets and liabilities for therent and prior periods are measured at the amexpected to be
recovered from or paid to the taxation authoritifse tax rates and tax laws used to compute thaiaiare those that
are enacted or substantially enacted by the reygpdate. Management analyses the individual itefntiseotax return for
which the applicable tax provisions are subjedhterpretation and recognises provisions where@pjate.

Current income tax is recognised directly in thaiggor in other comprehensive income (and notrifipor loss) where
the tax relates to items that have been recoguiisectly in the equity.

Deferred income tax

Deferred income tax is provided using the liabilitgthod on temporary differences at the reportistg thetween the tax
bases of assets and liabilities and their carrgimgunts for financial reporting purposes.

Deferred income tax liabilities are recognizeddbrtaxable temporary differences, except wheredéferred income tax
liability arises from the initial recognition of gdwill or of an asset or liability in a transactitimat is not a business
combination and, at the time of the transactiofeca$ neither the accounting profit nor taxablefipar loss.

Deferred income tax assets are recognized forealluctible temporary differences, carry forward ofised tax credits
and unused tax losses, to the extent that it ibgiie that taxable profit will be available againgtich the deductible
temporary differences, and the carry forward ofagtlitax credits and unused tax losses can beedtiéiscept where the
deferred income tax asset relating to the dedwectdshporary difference arises from the initial igrtion of an asset or
liability in a transaction that is not a businessmbination and, at the time of the transactione@ff neither the
accounting profit nor taxable profit or loss.

The carrying amount of deferred income tax assetsviewed at each reporting date and reducedetettent that it is
no longer probable that sufficient taxable profill e available to allow all or part of the defedrincome tax asset to be
utilised. Unrecognized deferred income tax assetgeassessed at each reporting date and are izeddo the extent
that it has become probable that future taxablétpwdl allow the deferred tax asset to be recadbr

Deferred income tax assets and liabilities are orealsat the tax rates that are expected to appllgaryear when the
asset is realized or the liability is settled, luhsa tax rates (and tax laws) that have been ethactsubstantively enacted
at the reporting date.
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1. Corporate information (Continued)

1.2 Summary of significant accounting policies (Camued)
c¢) Taxes (Continued)

Deferred income tax (Continued)

Deferred taxes relating to items recognized outgidéit and loss are recognized out of profit anssl Deferred taxes are
recognized depending on the transaction they rédateother comprehensive income, or directlyguigy.

Deferred income tax assets and deferred incomdiahikities are offset, if a legally enforceablghi exists to set off
current tax assets against current income taxitiasiand the deferred income taxes relate tcsimae taxable entity and
the same taxation authority.

Value added tax (VAT)

Revenue, expenses and assets are recognisedM#et efkcept:

e when the VAT incurred on a purchase of assets micgs is not recoverable from the taxation autlgpin which
case the VAT is recognised as part of the costagfigition of the asset or as part of the expetese as applicable; and

e receivables and payables that are stated withrttoeiat of VAT included.

The net amount of VAT recoverable from, or payalglethe taxation authority is included as part efaivables or
payables in the statement of financial position.

d) Financial instruments

(d.1.) Investments and other financial assets

Debt instruments

(i) Classification

The company classifies its financial assets inféllewing measurement categories:

e those to be measured subsequently at fair valtlee¢ghrough OCI or through profit or loss), and
e those to be measured at amortised cost.

The classification depends on the entity's busimesgel for managing the financial assets and thdractual terms of
the cash flows.

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

For investments in equity instruments that arehadd for trading, this will depend on whether tloenpany has made an
irrevocable election at the time of initial recapn to account for the equity investment at faédue through other
comprehensive income.

The company reclassifies debt investments wheroahydwhen its business model for managing thosetashanges.

(if) Recognition and derecognition

Regular way purchases and sales of financial aasetecognised on trade-date, the date on whekdmpany commits
to purchase or sell the asset. Financial assetdeaszognised when the rights to receive cash fioara the financial
assets have expired or have been transferred ancothpany has transferred substantially all tHesrend rewards of
ownership.
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1. Corporate information (Continued)

1.2 Summary of significant accounting policies (Camued)
d) Financial instruments (Continued)

(d.1.) Investments and other financial assets (Contued)
Debt instruments (Continued)

(il)Measurement

At initial recognition, the company measures atiitial asset at its fair value plus, in the casa @hancial asset not at
fair value through profit or loss, transaction so#ftat are directly attributable to the acquisit@frthe financial asset.
Transaction costs of financial assets carriediavédue through profit and loss are expensed afipor loss.

Financial assets with embedded derivatives areidersl in their entirety when determining whethwit cash flows are
solely payment of principal and interest.

Subsequent measurement of debt instruments depantte company's business model for managing thet asd the
cash flow characteristics of the asset. Therelaeetmeasurement categories into which the comgplasgifies its debt
instruments:

e Amortised cost: Assets that are held for collecttbrcontractual cash flows where those cash flepsasent solely
payments of principal and interest are measurednattised cost. Interest income from these findragaets is included
in finance income using the effective interest ratthod. Any gain or loss arising on derecognitforecognised directly
in profit or loss and presented in other gainsfés$ together with foreign exchange gains and so$sgairment losses
are presented as separate line item in the statevhprofit or loss.

e Assets that are held for collection of contractuggdh flows and for selling the financial assetsemstthe assets' cash
flows represent solely payments of principal anriest, are measured at fair value at other corepsite income.
Movements in the carrying amount are taken throogter comprehensive income, except for the recimgniof
impairment gains or losses, interest income aneidarexchange gains and losses which are recogimgedfit or loss.
When the financial asset is derecognised, the cifiwal gain or loss previously recognised in othemprehensive
income is reclassified from equity to profit or $oand recognised in other gains/(losses). Inténestme from these
financial assets is included in finance income gisire effective interest rate method. Foreign ergkagains and losses
are presented in other gains/(losses) and impatrengrenses are presented as separate line itdra stdtement of profit
or loss.

e Assets that do not meet the criteria for amortisest or fair value in other comprehensive incomeraeasured at
fair value in profit and loss. A gain or loss onebt investment that is subsequently measured BLFY recognised in
profit or loss and presented net within other géliosses) in the period in which it arises.

Equity instruments

The company subsequently measures all equity imezgs at fair value. Where the company's managehsntlected
to present fair value gains and losses on equigstments in other comprehensive income, therenisubsequent
reclassification of fair value gains and losseprafit or loss following the derecognition of thevestment. Dividends
from such investments continue to be recognisegrdfit or loss as other income when the companigbtrto receive
payments is established.

Changes in the fair value of financial assets amtVaue in profit and loss are recognised in othamns/(losses) in the
statement of profit or loss as applicable. Impairtrlesses (and reversal of impairment losses) aityeqvestments
measured at fair value in other comprehensive ircare not reported separately from other changisrimalue.
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1. Corporate information (Continued)

1.2 Summary of significant accounting policies (Camued)

d) Financial instruments (Continued)

(d.1.) Investments and other financial assets (Contued)

Debt instruments (Continued)

(iv) Impairment

The company assesses on a forward looking basexiterted credit losses associated with its debiuiments carried at
amortised cost and fair value in other comprehensizcome. The impairment methodology applied depandwhether

there has been a significant increase in credt ris

For trade receivables, the company applies theldietbapproach permitted by IFRS 9, which requieepected lifetime
losses to be recognised from initial recognitionhaf receivables

(d.2.) Financial liabilities
Initial recognition and measurement

Financial liabilities are classified as financiglhilities at fair value through profit or loss,aless and borrowings. The
Company determines the classification of its finahicabilities at initial recognition.

Financial liabilities are recognised initially atif value and in the case of loans and borrowings.

The Company’s financial liabilities include tradedeother payables, and interest-bearing borrowings.

Subsequent measurement

The measurement of financial liabilities dependshmir classification as follows:

Loans and borrowings

Subsequent to initial recognition, loans and bomgs are measured at amortised cost using the EtRad. Gains and
losses are recognised in the profit and loss whenlitbilities are derecognised as well as throtigh amortisation

process.

Amortised cost is calculated by taking into accaamy discounts or premiums on acquisition and éeeosts that are an
integral part of the EIR. The EIR amortisationrisluded in finance cost in the profit and loss.

Derecognition

A financial liability is derecognised when the @ation under the liability is discharged or careelbr expires.

When an existing financial liability is replaced hgother from the same lender on substantiallyensfft terms, or the
terms of an existing liability are substantially dified, such an exchange or modification is treated derecognition of

the original liability and the recognition of a ndiability, and the difference in the respectivarrgang amounts is
recognised in the profit and loss.

10
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1. Corporate information (Continued)
1.2 Summary of significant accounting policies (Camued)
e) Offsetting of financial instruments

Financial assets and liabilities are offset andrteeamount reported in the statement of finanpadition only when
there is a legally enforceable right to offset theognised amounts, and there is an intentiontheresettle on a net basis,
or to realise the asset and settle the liabilityudianeously. Such a right of set off (a) must b@tcontingent on a future
event and (b) must be legally enforceable in atheffollowing circumstances: (i) in the normal csriof business, (i) in
the event of default and (iii) in the event of ibamcy or bankruptcy.

(f) Fair value measurement

Fair value is the price that would be received @éh an asset or paid to transfer a liability in amlerly transaction
between market participants at the measurement dheefair value measurement is based on the prgsumthat the
transaction to sell the asset or transfer thelitghakes place either:

¢ In the principal market for the asset or liability,
¢ In the absence of a principal market, in the mdsaatageous market for the asset or liability.

The principal or the most advantageous market imeistccessible to by the Company.

The fair value of an asset or a liability is measuusing the assumptions that market participantddwse when pricing

the asset or liability, assuming that market pgréints act in their economic best interest. A failue measurement of a
non-financial asset takes into account a marketgg@ant's ability to generate economic benefitaubing the asset in its
highest and best use or by selling it to anothekatgarticipant that would use the asset in ighbst and best use.

The Company uses valuation techniques that areoppate in the circumstances and for which suffitidata are
available to measure fair value, maximising the afselevant observable inputs and minimising the af unobservable
inputs.

All assets and liabilities for which fair valuenseasured or disclosed in the financial statememtategorised within
the fair value hierarchy, described as follows,edasn the lowest level input that is significant tte fair value
measurement as a whole:

e Level 1 — Quoted (unadjusted) market prices invactharkets for identical assets or liabilities

o Level 2 — Valuation techniques for which the lowkstel input that is significant to the fair valogeasurement is
directly or indirectly observable

e Level 3 — Valuation techniques for which the lowkstel input that is significant to the fair valogeasurement is
unobservable

For assets and liabilities that are measured atvidue in the financial statements on a recuribiagis, the Company
determines whether transfer(s) have occurred betleeels in the hierarchy by re-assessing categiiois (based on the
lowest level input that is significant to the faalue measurement as a whole) at the end of epoltireg period.

As of 31 December 2020 and 31 December 2019 ahfiral instruments are measured at amortized €bst.carrying
amounts of the short term trade receivables, tpag@able and borrowings approximates their fair @althe fair value is
classified at level 2 and it is determined basethendiscounted cash flows (the discount rateceslthe current market
interest rate for the similar instruments). The @amy has no financial instruments at fair value.

g) Share capital

The share capital is presented at the par valsbares issued (or subscribed) and paid. Any praciech shares issued
over their nominal value are stated as share prasiu

11
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1. Corporate information (Continued)
1.2 Summary of significant accounting policies (Camued)
(h) Property, plant and equipment

Property, plant and equipment are stated at cestphaccumulated depreciation and accumulated irmeat losses.
Cost comprises all expenses directly related toattzplisition of the asset. Such cost includes thleacost of replacing
parts of the plant and equipment and borrowingscémt long-term construction projects if the recign criteria are
met. When a major inspection of an item of plard/anequipment is performed, its cost is recognisethe carrying
amount of the respective assets as a replacemtet iEcognition criteria are satisfied. All otliepair and maintenance
costs are recognised in the profit and loss fop#r@od in which they were incurred.

Depreciation is calculated on a straight line basisr the estimated useful life of the assets,rdeted for the current
and previous period as follows:

2020 2019
Buildings 10-50 years 10-50 years
Plant and equipment 3-30 years 3-30 years
Hardware 4-7 years 4-7 years
Mtor vehicles 7-15 years 7-15 years
Fixtures and fittings 5-10 years 5-10 years

An item of property, plant and equipment is deredsgd upon disposal or when no future economic fiilsnare
expected from its use or disposal. Any gain or lassing on derecognition of the asset (calculatedhe difference
between the net disposal proceeds and the carayimgunt of the asset) is included in the stateméebmprehensive
income for the period in which the asset is deraisagl.

The assets residual values, useful lives and msthbdepreciation are reviewed at each financial ynd, and if the
expectations differ from the estimates, the ladteradjusted prospectively.

i) Lease - the Company as a lessee

Leases are recognized as a right-of-use asset emdessponding liability at the date at which thaded asset is available
for use by the Company. Each lease payment isa#dcbetween the liability and finance cost. Thrarfice cost is
charged to profit or loss over the lease periochsdo produce a constant periodic rate of intevesthe remaining
balance of the liability for each period. The rigifituse asset is depreciated over the shortereoffiset's useful life and
the lease term on a straight-line basis.

The right-of-use asset is presented separateheistatement of financial position.

Assets and liabilities arising from a lease aréadly measured on a present value basis. Leabditiies include the net
present value of the following lease payments:

fixed payments (including in-substance fixed paytagriess any lease incentives receivable
variable lease payment that are based on an indexate

amounts expected to be payable by the lessee tealdual value guarantees

the exercise price of a purchase option if thedess reasonably certain to exercise that optiod, a
payments of penalties for terminating the leasthdflease term reflects the lessee exercisingoibtain.

The lease payments are discounted using the ibteatesimplicit in the lease. If that rate cannet determined, the
lessee’s incremental borrowing rate is used, béiagate that the lessee would have to pay to totie funds necessary
to obtain an asset of similar value in a similasreamic environment with similar terms and condigion

12
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1. Corporate information (Continued)

1.2 Summary of significant accounting policies (Camued)

i) Lease - the Company as a lessee (Continued)

Each lease payment is allocated between the bglitid finance cost. Lease liabilities are subsetiyeneasured using
the effective interest method. The carrying amoahtliability is remeasured to reflect any reasse=sinlease

modification or revised in-substance fixed payments

The lease term is a non-cancellable period of seleperiods covered by options to extend and tetmithe lease are
only included in the lease term if it is reasonatsytain that the lease will be extended or nohieated.

Right-of-use assets are measured initially at costprising the following:

the amount of the initial measurement of leasélitgb

any lease payments made at or before the commenteiate less any lease incentives received
any initial direct costs, and

restoration costs.

Subsequently, the right-of-use assets, are measatrecost less accumulated depreciation and anynadeted
impairment losses and adjusted for remeasuremehedéase liability due to reassessment or leasdifizations.

If the lease transfers ownership of the underlyaget to the lessee by the end of the lease teifnthercost of the right-
of-use asset reflects that the lessee will exeriparchase option, the lessee shall depreciatéghieof-use asset from
the commencement date to the end of the usefubfifdne underlying asset. Otherwise, the lesse# dbpreciate the
right-of-use asset from the commencement dateeeéhlier of the end of the useful life of the tigifruse asset or the
end of the lease term.

The amortisation periods for the right-of-use ass#¢preciated using the straight-line method sifellows:

¢ right of use for vehicles 7-15ea

Payments associated with short-term leases anddeddow-value assets are recognized on a striighbasis as an
expense in profit or loss. The Company appliesetkemption for low-value assets on a lease-by-lbasés i.e. for the
leases where the asset is sub-leased, a righteo&sset is recognised with corresponding leasditjalior all other
leases of low value asset, the lease paymentsiatsbuvith those leases will be recognised as aerese on a straight-
line basis over the lease term.

Short-term leases are leases with a lease terr® afdnths or less. Low-value assets comprise ITgqgent and small
items of office furniture

The Company’s lease activity

The company has lease agreements for vehiclese@be agreements are concluded on an individua bad contain a

wide range of different conditions. The lease agrem®ts do not contain covenants, but lease assetetche used as
collateral for borrowings.

The finance cost is charged to profit or loss dherlease period so as to produce a constant perae of interest on

the remaining balance of the liability for eachipdr The right-of-use asset is depreciated overstigter of the asset's
useful life and the lease term on a straight-liasis®

The right-of-use asset is presented in propergntdnd equipment line item in the statement @rfoial position.

13
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1. Corporate information (Continued)
1.2 Summary of significant accounting policies (Camued)
j) Borrowings costs

Borrowing costs directly attributable to the acdigs, construction or production of an asset thatessarily takes a
substantial period of time to get ready for iteimded use or sale are capitalised as part of thecfathe respective
assets. All other borrowing costs are expensetéerperiod in which they occur. Borrowing costs ¢sinsf interest and
other costs that an entity incurs in connectiorlie borrowing of funds.

k) Earnings per share

Basic earnings per share are calculated by divithegnet profit or loss for the period, subjectistribution among the
shareholders, to the weighted average number dafiaayd shares held for the period. The weighted ayemumber of

shares is the number of ordinary shares held ibdgénning of the period, adjusted by the numberedeemed ordinary
shares and the shares newly issued over the penigitiplied by the time-weighting factor. This factis the number of
days that the shares are outstanding as a propatithe total number of days in the period. Inecas capitalization of

reserves, bonus issues, etc., which do not resghange in the Company’s resources, the numbireodrdinary shares
before the transaction is adjusted proportionaieltheir change as if the transaction has beeredaout at the earliest
period presented. As a result, the number of orgighares is recalculated and respectively, theiregs per share for the
comparative period.

) Intangible assets

Intangible assets are measured on initial recagndit cost. Following initial recognition, intangglbassets are carried at
cost less any accumulated amortisation and/ oaaoymulated impairment losses, if any.

The useful lives of intangible assets are assdssed finite, and are estimated as follows:

2020 2019
Licenses 5-10years 5-10years
Software 5-10years 5-10years

Intangible assets with finite lives are amortisedrahe useful economic life and assessed for impit whenever there
is an indication that the intangible asset mayrbpaired. The amortisation period and the amortsathethod for an
intangible asset with a finite useful life are wwed at least at each financial year end. Chang#sei expected useful
life or the expected pattern of consumption of fet@conomic benefits embodied in the asset is atedufor by
changing the amortisation period or method, as @pfate, and treated as changes in accounting &stsmGains or
losses arising from derecognition of an intangémeet are measured as the difference betweenttidéspesal proceeds
and the carrying amount of the asset and are résegyin profits and losses when the asset is dgnésed.

m) Inventories

Inventories are measured at the lower of cost atdealisable value.

Costs incurred in bringing each item of inventaryts present location and condition, are accoufaeds follows:

Materials and goods - acquisition cost determinatker the weighted average value method
- cost of direct materials used, labor and overb@atldcated based on the

normal production capacity, excluding borrowingtspsetermined
Finished products and work in progress under the weighted average value method

14
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1. Corporate information (Continued)
1.2 Summary of significant accounting policies (Camued)
m) Inventories (Continued)

Net realizable value is the estimated selling piicéhe ordinary course of business, less estimetsts of completion
and the estimated costs necessary to make the sale.

n) Impairment of non-financial assets

The Company assesses at each reporting date whkeérerare indications that an asset may be inghaifeany such
indication exists, or when annual impairment testior an asset is required, the Company makes @mats of the
asset’s recoverable amount. An asset’s recoveeatrint is the higher of an asset’s or cash-gemgratiit's (CGU) fair
value less costs to sell and its value in use. dietermined for an individual asset, unless tlsetatoes not generate cash
inflows that are largely independent of those frattmer assets or groups of assets. Where the cgrayimount of an asset
or CGU exceeds its recoverable amount, the assen&dered impaired and is written down to itorecable amount.

In assessing value in use, the estimated futurie tews are discounted to their present value usimge-tax discount
rate that reflects current market assessmentsedirtie value of money and the risks specific toabget. In determining
fair value less costs of disposal, recent markatsiactions, if any, are taken into account. If mchstransactions can be
identified, an appropriate valuation model is usEgese calculations are corroborated by valuatioftipe and other
available sources of fair values of assets or CGUs.

The Company bases its impairment calculation orailéet budgets and forecast calculations which aepared
separately for each of the Company’s cash-generaiiits to which individual assets are allocateldese budgets and
forecast calculations generally cover a periodwa fears. For longer periods, a long-term growttei is calculates and
applied to future cash flows after the fifth year.

Impairment losses are recognized as other exp@am#ies statement of comprehensive income.

An assessment is made by the Company at eachirepdete whether there is any indication that presty recognised
impairment losses may no longer exist or may haaerahsed. If such indication exists, the Companiynates the
asset’'s or CGU’s recoverable amount. A previouslgognised impairment loss is reversed only if thess been a
change in the assumptions used to determine thet'sasecoverable amount since the last impairmess lwas
recognised. The reversal is limited so that theyaag amount of the asset does not exceed its ezable amount, nor
exceed the carrying amount that would have beeprmi@ied (net of depreciation) had no impairment lbgen
recognised for the asset in prior years. Such saVés recognised in profits and losses.

o) Cash and cash equivalents

Cash and short term deposits in the statemenhaféial position comprise cash in bank accountsrhdnd, and short-
term deposits with an original maturity of threenttes or less.

For the purpose of the cash flow statement, cashcash equivalents consist of cash and cash egquigahs defined
above.

p) Retirement benefits

Short term benefits

Short-term employee benefits include salaries, waigerim and annual bonuses, social securityritaritons and paid
annual leave of current employees expected to tiledavholly within twelve months after the end thie reporting
period. When the Company receives the service dheyecognised as an employee benefit expensefih @rloss or a

capitalised to the asset’s value. Short-term eng@dyenefits are measured at the undiscounted arnbtime expected
cost of benefits. See Note 5.3. for further details
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31 December 2020 BULGARIA

1. Corporate information (Continued)

1.2 Summary of significant accounting policies (Camued)

p) Retirement benefits (Continued)

Long-term benefits

The Company operates a defined benefit plan arismg the requirement of the Bulgarian labour l&gisn and the
Collective Labour Agreement to pay a certain humblegross monthly salaries to its employees upditeraent,
depending on the length of their service. If an leyge has worked for Korado-Bulgaria AD for 10 ygahe retirement
benefit amounts to six gross monthly salaries ugtinement, if he/she has worked for the Compaagnfb to 10 years —
four gross monthly salaries, and if he/she has awflr less than five years - two gross monthlpises. Besides, of an
employee has worked for Korado-Bulgaria AD for mtran twenty years, he/she received eight grosshhosalaries
upon retirement. These retirement benefits arendsdd.

The cost of providing benefits under the retiremeeefit plan is determined by the Company usimgpiojected unit
credit method. Re-measurements, comprising of defugains and losses, are recognised immediatellye statement of
financial position with a corresponding debit oedit to retained earnings through other comprelensicome in the
period in which they occur. Re-measurements areaubdssified to profit or loss in subsequent p#sio

Interest expense is calculated by applying theodistrate to the defined benefit liability. The Qmany recognises the
following changes in the defined benefit obligatinrprofit or loss for the period:

Share based payment plans

Payments for share based plans to employees aredvat the fair of the equity instrument at theedathen the shares
are provided. Remuneration for conditional shargedgpayment plans, which have not vested is mehstirthe he fair

value at the grant date of the share based paymeéietting these conditions and having no diffeeebetween the

expected and actual results.

q) Segment reporting

Operating segments are reported in a manner censigtith the internal reporting provided to the efhoperating
decision maker.

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

The Board of Directors has been identified as b#iegchief operating decision maker and consiste@thief executive
officer, chief accountant and financial officertb& Group.

1.3. Changes in accounting policy and disclosures
1.3.1 New and amended standards adopted by the Coamy

The Company has applied the following standards @andndments for the first time for their annualortipg period
commencing on 1 January 2020:

Amendments to References to the Conceptual Framewlorin IFRS Standards (issued on 29 March 2018 and
effective for annual periods beginning on or aftéfanuary 2020)

Amendments to IAS 1 and IAS 8: Definition of Materal (issued on 31 October 2018 and effective for ahpedods
beginning on or after 1 January 2020)
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31 December 2020 BULGARIA

1. Corporate information (Continued)
1.3. Changes in accounting policy and disclosure€d@ntinued)
1.3.1 New and amended standards adopted by the Coamy (Continued)

Amendments to IFRS 9, IAS 39 and IFRS 7: Interest BRe Benchmark Reform (issued on 26 September 2019 and
effective for annual periods beginning on or aftéfanuary 2020)

Amendments to IFRS 3 Business Combinationfissued on 22 October 2018 and effective for aitions from the
beginning of annual reporting period that startopafter 1 January 2020)

Amendment to IFRS 16 Leases Covid 19-Related Rento@cessionsi§ésued on 28 May 2020 and effective for annual
periods beginning on or after 1 June 2020)

All changes of the adopted standards listed abave ho impact on the amounts recognized in preyeu®ds and are
not expected to have a significant impact on then@any during the current or future reporting pesiad well as in the
foreseeable future transactions.

1.3.2 New standards and interpretations not yet adopted ypthe Company

Certain new accounting standards and interpretatibat are not mandatory for the reporting perib@l December
2020 and have not been previously adopted by thap@ay have been published. The Company's assessintre
impact of these new standards and interpretat®astiout below.

Amendments to IFRS 4 Insurance Contracts — deferrabf IFRS 9 (issued on 25 June 2020 and effective for annual
periods beginning on or after 1 January 2021)

Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IRS 16 Interest Rate Benchmark Reform — Phase (&sued
on 27 August 2020 and effective for annual perioeiginning on or after 1 January 2021)

There are no other standards that are not yet edlophd which are expected to have a significapaghon the Company
during the current or future reporting period adl a®in the foreseeable future transactions.

1.3.3 New standards, interpretations and amendments notet adopted by the EU

IFRS 17 Insurance Contracts(issued on 18 May 2017 and effective for annualogsrbeginning on or after 1 January
2023);including Amendments to IFRS 17 (issued on 25 Juriz020)

Amendments to IAS 1 Presentation of Financial Stataents: Classification of Liabilities as Current or Non-
current and Classification of Liabilities as Current or Non-current - Deferral of Effective Date (issued on 23
January 2020 and 15 July 2020 respectively andtafefor annual periods beginning on or after Auday 2023)

Amendments to IFRS 3 Business Combinations; IAS 1€roperty, Plant and Equipment; IAS 37 Provisions,
Contingent Liabilities and Contingent Assets; Annu& Improvements 2018-2020 issued on 14 May 2020 and
effective for annual periods beginning on or aftéfanuary 2022)

2. Significant accounting judgments, estimates analssumptions

The preparation of the financial statements reguiree management to apply accounting judgementisnates and
assumptions, which have effect on the amount obrted assets and liabilities, and the disclosur¢hef contingent
liabilities at the balance sheet date, as wellrathe income and expenses reported for the pddodertainties related to
these assumptions and estimates may lead to aesudts requiring material adjustments in the dagyamounts of the
respective assets or liabilities in subsequentrtgmpperiods.
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2. Significant accounting judgments, estimates analssumptions (Continued)

The key assumptions concerning the future and dtgisources of estimation uncertainty at the ldasheet date, that
have a significant risk of causing a material ajuent to the carrying amounts of assets and ltgsliwithin the next
reporting period are discussed below.

Net realisable value of inventories

Inventories are written-down in accordance with #lteounting policy of Korado Group based on thareged sale /
turnover of goods. They are written-down of gooslpiiesented as other expenses in the statemeiingirehensive
income. The Company’s management believes thatahging amount of goods are written-down is thst lestimate of
their net realizable value as of the balance siet in compliance with the requirements of IAShg2eintories. There
were no inventory write offs as at 31 December 2&x® 31 December 2019.

Impairment of receivables

Based on the available information the managenteas assessed the future cash flows of the recewdidm clients
and has not recognised impairment as at 31 Decefi#F and 31 December 2019, as the amount is amesido be
immaterial. Additional information is presentedNte 19.

Options for extension and termination; significactounting estimates and judgments in determiriiegdase term

When determining the lease period, management iakesiccount all facts and circumstances thattertfee economic
prerequisites for the option to extend or refuseetminate. Extension options (or periods aftertémmination option) are
included in the lease term only if it is reasonat®ytain that the lease period will be extendedtlfat the contract will
not be terminated).

The most relevant factors in warehouse, retaikstand equipment lease agreements are listed below:

. If there are significant penalties for exercisihg termination option (or for not exercising theéemsion option),
then in most cases it is considered that therefficent confidence that the company will exercthe lease extension
option (or will not exercise the termination optjon

. If significant improvements to the leased propaty expected to have a significant residual vahen in most
cases it is considered that there is sufficienfidence that the company will exercise the optiorextend the lease (or
not exercise the option to terminate).

. In the absence of the above two conditions, thepemy takes into account other factors related echiktorical
duration of the lease agreements where the compesya lessee, as well as the costs and lost bashersefits
associated with the replacement of the lease asset

The lease period is reviewed if the extension opisoactually implemented or if the company wasuneggl to implement
it. Sufficient security is reviewed only if therg a significant event or change in circumstancasdffect this assessment,
which is under the control of the lessee.

3. Income and expenses

3.1 Revenue from contracts with customers and segmanformation

Revenue from clients

a) Geographic information

31.12.2020 31.12.2019
BGN’000 BGN’000

Bulgaria 1,192 1,111
Other countries:
Czech Republic 27,314 25,872
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3. Income and expenses (Continued)
3.1 Revenue from contracts with customers and segmteinformation (Continued)
Revenue from clients (Continued)

a) Geographic information (Continued)

31.12.2020 31.12.2019
BGN’'000 BGN’000
Romania 4,557 5,487
Ukraine 3,311 3,768
Hungary 1,673 3,469
Russia 96 1,992
Greece 953 238
France 149 202
Tunisia 44 108
Estonia - 34
39,289 42,281

For the purposes of management, the Company hgsome operating segment. The geographic informatiorthe

revenue from sales of products is based on themess’ location.

b) Information by key accounts 31.12.2020 31.12.2019
BGN’000 BGN’000
Customer 1 27,314 25,872
Customer 2 4,557 5,487
Customer 3 3,311 3,768
Customer 4 1,673 3,469
Customer 5 953 1,992
3.2 Other income
31.12.2020 31.12.2019
BGN’000 BGN’000
Income from sale of materials 230 196
Income from sale of assets 21
Other 16 52
267 248
3.3 Employee benefit expense
31.12.2020 31.12.2019
BGN’000 BGN’000
Salaries (4,726) (4,729)
Social security contributions (840) (906)
Retirement benefits (Note 14) (44) (42)
(5,610) (5,677)
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3. Income and expenses (Continued)

3.4 Expenses for hired services

Management services from related parties
Insurances

Consulting services
Security

Transport costs

Repair and maintenance
Commissions
Advertising

Taxes and charges
Legal services
Telephone charges
Training

Other

31.12.2020 31.12.2019

BGN'000 BGN’'000

(271) 2)(42
(222) (207)
(148) (196)
(209) (180)
(124) (153)
(106) (122)
(115) (86)

(48) (67)
(70) (62)
(34) (35)
(42) (35)
(4) (7)
(79) (76)
(1,472) (1,648)

In 2020 consulting services include services preditly the assigned external independent auditatectlto review of
the interim financial statements of the Companytf@ six month period ending at 30 June 2020 inatim@unt of 17
thsd. BGN (2019: 15 thsd.BGN). The total amounthef external audit fees for the year ending at 8tdmber 2020 is

45 thsd. BGN (2019: 41 thsd. BGN)

3.5 Other expenses

Carrying value of goods for resale sold
Carrying value of materials sold
Carrying value of assets sold
Business trips

Scrap of assets

VAT on scrap and unrecognized VAT
Expenses of provision

Other

3.6 Finance costs

Interest expenses on borrowings
Expenses on charges and commission fees

Foreign currency losses

31.12.2020 31.12.2019

BGN’000 BGN’000

(440) (666
(211) (167)
(24) -
(39) (84)
(20) (28)

®) (12)
(98) -
() (65)
(845) (1,022)

31.12.2020 31.12.2019

BGN’000 BGN’000

(69) (65)
(17) ()

3 (33)

®) (10)

(88) (113)
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4. Income tax

The major components of the income tax expensthéoperiods ended 31December 2020 and 31 Decerdh@raze:

Current income tax expense

Deferred tax expense

Income tax expense recognized in profit or loss

Deferred tax on actuarial gains and losses

Income tax credit recognized in other comprehensivaeacome

31.12.2020 31.12.2019

BGN'000  BGN'000
(503) (452)
(10) (25)

18) (477)

7 10

7 10

The applicable tax rate in 2020 and 2019 is 10%edonciliation between the income tax expense hadatcounting
profit at the applicable tax rate for the periodded 31 December 2020 and 31 December 2019 are:

Profit before taxes

Income tax expense at the applicable tax rate @f fitd 2020 and 2019
Non-deductible revenues

Income tax expense at an effective tax rate of 10 %

As at 31 December 2020and 31 December 2019 defexxed are related to the following:

Statement of financial position

31.12.2020 31.12.2019

BGN'000  BGN'000
5,104 4,739
(510) (474)
©)] (3
(513) (477)

Profits and losses

31.12.2020 31.12.2019 31.12.2020 31.12.2019
BGN’'000 BGN’'000 BGN'000 BGN’'000
Deferred tax assets
Accelerated depreciation (51) (37) (24) 14)
Unused paid leave 24 18 6 2)
Remuneration of personnel 1 2 - 2
Impairment - 5 (5) 5
Retirement benefits liability 56 45 3 (6)
Deferred tax assets, net 30 33 (10) (15)
Reconciliation of deferred taxes, net
2020 2019
BGN'000 BGN'000
At 1 January 33 48
Deferred taxes recognized in profit or loss for pleeiod (10) (25)
Deferred taxes recognized in other comprehensiv@nie 7 10
At 31 December 30 33
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5. Fair value hierarchy
The following table provides the fair value measueat hierarchy of the Company’s assets and ligslit
Quantitative disclosures of fair value measuremertiierarchy as of 31 December 2020

Fair value measurement using significant observableputs (Level 2) 2020 2019
BGN'000 BGN’'000

Liabilities for which fair values are disclosed:

Finance lease liabilities 212 95
Interest-bearing loans 3,716 3,716
There have been no transfers between the fair vadrarchy levels during 2020 and 2019.

6. Earnings per share

Basic earnings per share are calculated by divittiegprofit for the period to the weighted averagenber of ordinary
shares held for the period.

The Company’s basic earnings per share are caécliat using the following data:

31.12.2020 31.12.2019
BGN'000 BGN’000

Net profit for the year (in BGN’000) 4,591 4,262
Weighted average number of ordinary shares heldttier period (in

thousand) 13,169 13,169
Basic earnings per share (in BGN) 0.35 0.32

7. Property, plant and equipment

As at 31 December 2020 the carrying value of thyatrbf use assets (vehicles previously presenteiihasce lease
liabilities) is BGN 320 thousand (31 December 20B&N 194 thousand). Additional information is pretssl in Note
13.

The carrying value of the right of use asset ctudcnalysed as follows:

Vehicles 2020 2019
BGN’'000 BGN’000

Carrying value

At 1 January 194 341
Additions — new lease contracts 221 11
Termination of lease contracts (78) (96)
Depreciation for the year (28) (62)
At 31 December 309 194
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7. Property, plant and equipment (Continued)

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

(terrains) equipment fittings vehicles use assets construction Total

BGN'000 BGN’'000 BGN'000 BGN'000 BGN'000 BGN’000
At 1 January 2019 407 4,940 19,044 624 442 637 26,094
Additions - 7 90 10 11 283 401
Disposals - - (22) - - - (22)
Transferred from right of use of assets - - - - - - -
Impairment - - - 196 (196) (54) (54)
Transfers - - 46 - - (46) -
At 31 December 2019 407 4,947 19,158 830 257 820 41%
At 1 January 2020 407 4,947 19,158 830 257 82026,419
Additions - 45 99 - 221 671 1,036
Disposals - - (64) (120) - (184)
Transferred from right of use of assets - - - 121 121) - -
Impairment - - - - - (54) (54)
Disposals - 26 37 12 - (75) -
At 31 December 2020 407 5,018 19,230 843 357 1,362 27,217
Accumulated depreciation:
At 1 January 2019 - 2,820 7,695 415 101 - 11,031
Depreciation charge for the period - 165 866 6 62 - 1,099
Transferred from right of use of assets - - - 100 100j - -
Disposals - - (22) - - - (22)
At 31 December 2019 - 2,985 8,539 521 63 - 12,108
At 1 January 2020 - 2,985 8,539 521 63 - 12,108
Depreciation charge for the period - 164 863 52 28 - 1,107
Transferred from right of use of assets - - - 43 34 - -
Disposals - - (64) (95) - - (159)
At 31 December 2020 - 3,419 9,338 521 48 - 13,056
Carrying value
At 1 January 2019 407 2,120 11,349 209 341 637 63,0
At 31 December 2019 407 1,962 10,619 309 194 820 314
At 31 December 2020 407 1,869 9,892 322 309 1,362 4,141
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7. Property, plant and equipment (Continued)
Assets under construction

At 31 December 2020 and 31 December 2019 assety godstruction progress related to the completibthe
production facilities’ renovation.

Impairment of property, plant and equipment

Based on the impairment testing of fixed tangitdsets conducted at 31 December 2020 and 31 Dec&db@y the
Company’'s management did not find any indicatiohat tthe assets’ carrying amounts might exceed their
recoverable amounts. Based on the review of thgililnfixed assets, the Company’s management hiafonod
indicators that the book value of the assets ext®eid recoverable amount. Therefore, no impairnuérgroperty,
plant and equipment has been recognized at 31 Dmre2020 and 31 December 2019.

Fully depreciated assets

At 31 December 2020 the Company held assets witbstiof BGN 4,241 housand(31 December 2019: BGN4,22
thousand),which were fully depreciated but still use. These included: buildings of BGN 484 thouséstl
December 2019: BGN 615 thousand),production equipnoé BGN 3,363 thousand (31 December 2019: BGN
3,248thousand), motor vehicles of BGN 242 thoug@idDecember 2019: BGN 191thousand), fixture aftichds

of BGN 52 thousand (31 December 2019: BGN 74 tandy hardware of BGN 91 thousand (31 December:2019
BGN 84 thousand), and other equipment of BGN 94had (31 December 2019: BGN 15 thousand).

Items of property, plant and equipment has not meerigaged by the Company.

Geographic information

All items of property, plant and equipment are tedan the territory of Bulgaria.

8.Intangible assets

Software

BGN'000
Cost:
At 1 January 201 75
Additions 6
At 31 December 2019 81
At 1 January 20z 81
Additions 16
Disposal (1)
At 31 December 2020 96
Accumulated amortisation
At 1 January 201 67
Amortisation charge for the peri 6
At 31 December 2019 73
At 1 January 20z 73
Amortisation charge for the peri 7
Amortisation of disposa (1)
At 31 December 2020 79
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8.Intangible assets (Continued)

Software
BGN’000
Cost:
Carrying value
At 1 January 2019 8
At 31 December 2019 8
At 31 December 2020 17

Impairment of intangible assets
The Company performed an impairment testing ofnigitale assets at 31 December 2020 and 31 Decergthér 2

No indications were found out that the assets’yoagr amounts might exceed their recoverable amoants
therefore, no impairment loss was recognized irfitiecial statements.

Fully amortised intangible assets

At 31 December 2020 the Company held software wittost of BGN 37 thousand (31 December 2019: BGN 30
thousand),which were fully amortised but still eu

9.Inventories

31.12.2020 31.12.2019
BGN'000 BGN’'000
Raw materials (at cost) 4,231 6,278
Finished goods (at cost) 774 966
Goods for resale (at cost) 170 139
Work in progress (at cost) 188 181
5,363 7,564
10.Trade and other receivables
31.12.2020 31.12.2019
BGN’'000 BGN’'000
Trade receivables 680 744
VAT refundable 296 119
Other receivables 62 22
1,038 885

Trade receivables are not interest-bearing and@mally settled within 0 - 60 days.

As at 31 December 2020 and 31 December 2019 thiegagealysis of trade receivables that have noh lepaired
is presented in the table below:

Overdue, but not impaired
Neither overdue, nor <30 30-60 60-90 90-120 >120

Total impaired days days days days days
31.12.2020 680 635 45 - - - -
31.12.2019 744 744 - - - - -
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10.Trade and other receivables (Continued)
As at 31 December 2020 trade and other receivaiB&EN 662 thousand (31 December 2019: BGN 736ghnd)

are denominated in Euro and BGN 377 thousand (3kiber 2019: 149 thousand) are denominated in Balga
leva.

11. Cash and short-term deposits

31.12.2020 31.12.2019
BGN’000 BGN’000
Cash in bank accoun 3,611 2,918
Cash on har 9 14
3,620 2,932

Cash at banks accrue interest at floating inteetes based on the intraday interest rates on depssits.

As at 31 December 2020 cash and cash equivalenBGdf 3,082 thousand (31 December 2019: BGN 2,446
thousand) are denominated in Euro and BGN 538 #rali§31 December 2019: 486 thousand) are denordiivate
Bulgarian leva.

12. Share capital and reserves

12.1 Share capital

number BGN’'000
1 January 2(9 13,168,614 13,169
At 31 December 209 13,168,614 13,169
At 31 December 2020 13,168,614 13,169

All subscribed shares were paid at 31 December 26881 December 2019.

12.2 Share premium

As at 31 December 2020 and 31 December 2019 the phamium is amounting to BGN 119 thousand.
12.3 Treasury shares

In 2019 the Company acquired 12,000 treasury staréee total amount of BGN 66 thousand. Duringytear 945
treasury shares were sold at the amount of BGNGstdnd.

On 18 September 2019 the shareholders approvedsatefor purchase of 12,000 treasury shares forbeided to
employees in the form of an additional one off cemgation to all individuals employed by the Comp#&orymore
than 1 year under a labour or management confrhetshares are allocated to 213 qualifying empleyeesed on a
step rate depending on the number of years of gmant.

12.4 Statutory reserves

Statutory reserves are formed by joint-stock cornggrsuch as Korado-Bulgaria AD, through distribatof profits
on the grounds of article 246 of the Commercial. Adtey are set aside until they reach one-tentmare of the
capital. Sources of statutory reserves are at taastenth of the net profit, share premiums amai$y stipulated in
the Articles of Association or approved by decisajrthe General Meeting of Shareholders. The sigjuteserves
may only be used to cover losses of the Compamy flee current and previous reporting periods.
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12. Share capital and reserves (Continued)
12.4. Statutory reserves (Continued)

At the General Meeting of Shareholders held on20y 820, a decision for distribution of the 2019 fjiro
amounting to BGN 4,262 thousand was taken, asvistio

- to retained earnings carried forward: BGN 443 tlamals
- to Statutory reserve/10%/ - BGN 0 thousand
- as dividends: BGN 3,819 thousand split into13,168shares BGN 0.29 each

The statutory reserves at 31 December 2020 amdanBGN1,317 thousand (31 December2019: BGN 1,317
thousand).

12.5. Dividends
Dividends distributed in 2020

On 20 May 2020 the General Meeting of Shareholdppoved distribution of dividends amounting to BGJ$02
thousand or a dividend of BGN 0.19.

On 16 September 2020 the General Meeting of Shitetsoapproved distribution of interim dividendsamting to
BGN 1,317 thousand or a dividend of BGN 0.10 parsh

Dividends distributed in 2019

On 15 May 2019 the General Meeting of Shareholdpmoved distribution of dividends amounting to B&J$02
thousand or a dividend of BGN 0.19 per share.

On 18 September 2019 the General Meeting of Shtetsoapproved distribution of interim dividendsamting to
BGN 1,317 thousand or a dividend of BGN 0.10 parsh

13. Lease liabilities
The Company concluded lease contracts for vehiElesleases previously classified as finance lethgeCompany
recognised the carrying value of the leased assbtemse liability before the adoption of IFRS Il as carrying

value the right of use asset and lease liabilitgtabe date of initial adoption..

As at 31 December 2020 the lease liability amotmBGN 212 thousand and as at 31 December 2019 st
BGN 95 thousand.

31.12.2020 31.12.2019
Present Present
Minimum value of Minimum value of
payments payments payments payments
BGN'000 BGN’'000 BGN'000 BGN'000
Within one yee 90 85 56 52
From one to five yea 131 127 47 43
Total minimum lease paymel 221 212 103 95
Less finance charg (9) - (8) -
Present value of minimum lease paym 212 212 95 95
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14. Retirement benefits

Pursuant to the requirement of the Bulgarian labbegislation and the Collective Labour Agreemehg €ompany
is obliged to pay two to six gross monthly salategs employees upon retirement, depending orethgth of their
service in the Company. If an employee has workedbrado-Bulgaria AD for 10 years or more, thdreghent
benefit amounts to six gross monthly salaries umtinement, if he/she has worked for the Compaoynfb to 10
years — four gross monthly salaries, and if hefss®eworked for less than five years - two grossthigrsalaries. An
employee whohas worked for Korado-Bulgaria AD foorenthan twenty years, shall be entitled to receight
gross monthly salaries upon retirement. Theseeratnt benefits are unfunded.

The components of the expenses for retirement hemetognised in the statement of comprehensigenne and
the liabilities recognised in the statement of ficial position as at 31 December 2019 are as fellow

Expenses for retirement benefits

2020 2019

BGN'000 BGN'000

Interest expense 3 4
Current service costs 41 38
Expenses for retirement benefits, recognised in pfib and loss (Note 3.3.) 44 42
Actuarial losses recognised in other comprehensivecome 77 104

Changes in the present value of the retirementfherdigation are as follows:

2020 2019

BGN'0O0O0 BGN'000

At 1 January 453 510
Interest expense 3 4
Current service costs 41 38
Benefits paid (15) (203)
Actuarial losses 77 104
31 December 2020 559 453

The key assumptions used in determining the re@rgrenefit liability are stated in the table below

31.12.2020 31.12.2019

Discount rate 0.5% 0.6%
Future salary increases 3-10% 3-10%

The tables below contain a quantitative sensitigitglysis of the retirement benefit liability as3datDecember2020:

Assumptions 2020 Interest rate Salary growth
Increase by Decrease Increase by Decrease

Sensitivity level 1% by 1% 1% by 1%
BGN'0O00 BGN'000 BGN'000 BGN'000
Effect on the pension liability increase/(decrease) (44) 51 48 (42)
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14. Retirement benefits (Continued)

Expenses for retirement benefits (Continued)

Assumptions 2019 Interest rate Salary growth
Increase by Decrease Increase by Decrease

Sensitivity level 1% by 1% 1% by 1%
BGN'O00 BGN’000 BGN'000 BGN’'000
Effect on the pension liability increase/(decrease) (32) 37 40 (36)

15. Trade and other payables

31.12.2020 31.12.2019
BGN’'000 BGN’'000

Payables to supplie 2,540 2,353
Payables tipersonnel 314 312
Payables for social securit 172 179
Other liabilities 111 37
Unusecpaid leave 204 181

3,341 3,062

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

e Trade payables are non-interest bearing and areatigrsettled on 30-60 day’s term;
e Tax payables are non-interest bearing and aredaetithin the legal deadlines;
e Other payables are non-interest bearing and areailyrsettled on 30 day’s term.

As at 31 December 2020 trade and other payableBGiM 1,861 thousand (31 December 2019: BGN 2,004
thousand) are denominated in Euro and BGN 1,480stod (31 December 2019: 1,058 thousand) are deatedi

in Bulgarian leva.

16. Related party disclosures

Ultimate parent company

The ultimate parent company is Korado a.s., CzesggtuRBlic.

Entities with controlling interest in the Company

At 31 December 2020, 82,15 % of the shares of Km#dlgaria AD are held by Korado a.s., Czech Republhe
remaining 17,85%of the shares are held by legdiesyind individuals.

Besides with the parent company, Korado a.s., CZ&ehpublic, in 2020 and 2019 the Company concluded
transactions with other related companies as welmely Licon Heat s.r.0., Czech Republic (a subsjdiof
Koradoa.s., Czech Republic).

The following table provides the total amount ofated party transactions and the outstanding bekaifar the
current and previous reporting period:
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16. Related party disclosures (Continued)
Entities with controlling interest in the Compargohtinued)

Nature 31.12.2020 31.12.2019
BGN'000 BGN’000

Purchases from related parties
Ultimate parent company

Korado a.s. Czech Republic Purchase of materialgands 938 1,186
Purchase of services 285 456
Purchase of plant and equipment 23 3
Interest on loan 65 65
Licon Heat s.r.0. Czech Republic Purchase of mateand goods 62 99
1,373 1,809

31.12.2020 31.12.2019
BGN'000 BGN’000

Sales to related parties
Ultimate parent company

Korado a.s. Czech Republic Sales of products 27,315 25,872
Sales of materials 86 7

Other - 7

27,401 25,886

31.12.2020 31.12.2019
BGN'000 BGN’000

Related party receivables
Ultimate parent company

Korado a.s. Czech Republic Trade receivables 5313 2,752
5,313 2,752
Payables to related parties 31.12.2020 31.12.2019

BGN'000 BGN’'000
Ultimate parent company

Korado a.s. Czech Republic Interest-bearing loan 7163, 3,716

Korado a.s. Czech Republic Trade payables 115 207

Licon Heat s.r.0. Czech Republic Trade payables 17 19
3,848 3,942

A portion of trade receivables amounting to BGN0B,4housand (31 December 2019: BGN 1,542 thousdmne)
from related parties were settled net againsetpad/ables of BGN 1,338 thousand (31 December BGHN 1,477
thousand) and interest payable of BGN 65 thousahdgcember 2019: BGN 65 thousand and interestypalydue
to the same counterparties.

There was no impairment of doubtful and bad relgiady receivables accrued as at 31 December 20@@Ba
December 2019. As at 31 December 2020 receivabies rfelated parties of BGN 0 thousand (31 Decer@abé®:
BGN 0 thousand) are overdue within 30 days.

The receivables from related parties are subjegtdividual credit risk assessment, which takes itnsideration
the available qualitative and non-statistical gitative information. Based on this information, imanagement has
not accrued impairment loss allowance for the retdes from related parties as at 30 December 202031
December 2019 as it is insignificant.
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16. Related party disclosures (Continued)
Entities with controlling interest in the Compargohtinued)
There are no overdue receivables from relatedgsasis at 31.12.2020 and 31.12.2019

All receivables and payables to related partieate&l December 2020 and 31 December 2019 are deatadiin
euro.

Interest-bearing loan and borrowings from a relatedparty

The first tranche of BGN 1,174 thousand of a lram Korado a.s. Chech Republic was received irraaly 2016,
and in April 2016 the second tranche of BGN 3,8f#fusand. The loan amounts to BGN 4,694 thousale .nfain
purpose of these funds is to finance the acquisitiod implementation of a production line for tuisating units
and renovation of production facilities. The loandng-term and matures in 2021. The agreed iriteaés is 1M

EURBORH+ a fixed margin of 1.65%.

A portion of the loan amounting to BGN 978 thousavak settled net against trade receivables due tihensame
counterparty in October 2016 and thus, the amofititeloan from the parent company amounted to BS5NL.6
thousand as at 31 December 2020 and 31 Decembgr 201

31.12.2020 31.12.2019
BGN'000 BGN’'000
Borrowings from related parties
Ultimate parent company
Korado a.s. Czech Republic 3,716 3,716
3,716 3,716
Changes in borrowings is as follows:
2020 2019
BGN'000 BGN’'000
Beginning of the year 3,716 3,716
Interest expense 65 65
Interest offset to trade receivables. (65) (65)
3,716 3,716

Terms of the transactions with related parties

The outstanding trade payables and receivablesaatend are unsecured, interest-free (except &orsjoand their
settlement is done with cash. For the payablesa#ivables from related parties, there are no gteea received or
issued. The Company did not impair its relatedypeeteivables as of 31 December 2020 and 31 Decediii®. A
review for impairment of the related party receiesbis performed at the end of each year and iscdbas the
financial performance of the related party andrtaket it operates on.

Remuneration to key management staff 31.12.2020 31.12.2019
BGN’000 BGN’000
Short-term benefits of MB and SB 238 190
Short-term benefits of AC 35 35
273 225
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17. Commitments and contingencies

Legal claims

No material legal claims have been brought agaimesCompany.
Other

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

Corporateincome tax —until 31 December 2010;

VAT —until 31July 2008;

Personal income tax —until 31 December 2007;

Social security — until 31 January 2012;30 Septerab89
Local taxes and charges — until 31 December 2006;
Income tax foreign legal entities - until 31 Dece&amB013.

The Company’'s management believes that no mateésied exist as a result of the dynamic fiscal agglutatory
environment in Bulgaria, which might require adpetts in the financial statements for the periodeen31
December 2020.

18. Fair value of financial instruments

Set out below is a comparison by class of carnangpunts and fair values of all of the Company'safiicial
instruments that are carried in the financial stegets:

Book value Fair value
31.12.2020 31.12.2019 31.12.2020 31.12.2019
BGN'000 BGN’000 BGN’'000 BGN'000

Financial assel

Trade and other receivables 680 744 680 744
Related party receivables 5,313 2,752 5,313 2,752
Cash and short-term deposits 3,620 2,932 3,620 2,932

Book value Fair value

31.12.2020 31.12.2019 31.12.2020 31.12.2019
BGN'000 BGN’'000 BGN’'000 BGN’'000

Financial liabilities

Interest-bearing borrowings to related parties 3,716 3,716 3,716 3,716
Finance lease liabilities 212 95 212 95
Trade and other payables 2,540 2,353 2,540 2,353
Payables to related parties 132 226 132 226

The fair value of the financial instruments of iempany is is determined as the price at whichantial asset
could be sold or a financial liability could bersferred in an arm’s lenght transaction betweerketgrarticipants
at the date of the valuation. The following methadd assumptions were used to estimate the faiesal

o Trade receivables, trade payables, and other duassets and liabilities approximate - their faalues
approximate their book values due to the short-teturities of these instruments;
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18. Fair value of financial instruments (Continued)

. Interest-bearing loans and borrowings - the falueas estimated by applying the DCF model andgisin
discount factor based on the interest rates fot idslruments of similar terms and remaining maesi

The own non-performance risk as of 31 December 2@2)assessed to be insignificant.
The Company'’s principal financial liabilities conge interest-bearing loans and borrowings, ancetpayables.

The main objective of these financial instrumesttisecure financing for the Company's operatiohs. Company
holds financial assets such as trade receivabde$y, and short-term deposits, which arise directlya aesult of its
operation. As of 31 December 2020 and 31 Decerb&® the Company neither held nor traded in devieat
financial instruments.

19. Financial risk management objectives and policy

The major risks arising from the Company’s finahaigtruments are liquidity risk, foreign currendgk and credit
risk. The risk management policy the Company’s rganznt implemented to manage these risks is summedari
below.

Interest rate risk

The Company is exposed to the risk of changes irkehanterest rates primarily to its short-term dadg-term
financial liabilities bearing floating (variablehterest rates. It is a policy of the Company to aganits interest
expenses by using financial instruments with figed variable rates.

The following table demonstrates the sensitivityptssible changes in interest rates of the Compamgfit before
tax (through the effect on variable rate loans lamdowings), with all other variable held constartiere is no effect
on other equity components of the Company.

Increase/
Decrease in  Effect on the pre-
interest rates tax profit
BGN’'000
31 December 2020
In EUR +0.5% (19)
In EUR -1% 37
Increase/
Decrease in  Effect on the pre-
interest rates tax profit
BGN’'000
31 December 2019
In EUR +0.5% (19)
In EUR -1% 37
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19. Financial risk management objectives and policgContinued)
Liquidity risk

The effective management of the Company’s liquigitgsumes that sufficient working capital will besared
mainly through maintenance of unutilised but apprberedit lines and short-term financing from rethparties.

At 31 December 2020 and 31 December 2019 the nagtriucture of the Company’s financial liabilitidsased on
the agreed undiscounted payments, is presented:belo

At 31 December 2020

<3 3-12 1-5
Ondemand months months year >5years Total
BGN'000 BGN'000 BGN'000 BGN'000 BGN'0O00 BGN'000
Finance lease liabilities - - 90 131 - 221
Trade and other payables - 2,540 - - - 2,540
Payables to related parties - 132 - - - 132
Interest-bearing loans and
borrowings - - - 3,781 - 3,781
At 31 December 2019
<3 3-12 1-5
Ondemand months months year >5years Total
BGN'000 BGN'000 BGN'000 BGN'000 BGN'0O00 BGN'000
Finance lease liabilities - - 56 a7 - 103
Trade and other payables - 2,353 - - - 2,353
Payables to related parties - 226 - - - 226
Interest-bearing loans and
borrowings - - - 3,846 - 3,846

Currency risk

The Company performs purchases, sales, and redees in foreign currencies — EUR. Since the emrgkarate
BGN/EUR is fixed at ratio of EUR 1:BGN 1.95583, thw@rrency risk relating to the EUR exposures ofG@oenpany
is immaterial.

Credit risk

The Company trades only with recognised, creditmoontractors. It is the Company’s policy that @alstomers
who wish to trade on credit terms are subject wditrverification procedures. Moreover, the tradeeivable
balances are monitored currently, and as a resulhad the Company’'s exposure to bad and doubtéldtsl is
insignificant. There are no significantconcentrasiof credit risk withing the Company. With resperredit risk
arising from the other financial assets of the Camp which comprise cash and other financial assbts
Company’s credit exposure arises from defaulto€dunterparties.

The maximum credit exposure of the Company in imhato the recognised financial assets equals tlespective
carrying amount as per the separate balance shae34 December 2020.

Cash transactions are made only with financialituntgdns with high credit ratings. Cash and cashieglents are

held with banks having a credit rating of BBB ogltér. Approximately 90% (31 December 2019: 99%thefcash
and cash equivalents are concentrated in one bank.
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19. Financial risk management objectives and policgContinued)
Credit risk (Continued)
Credit quality of financial assets

The credit quality of financial assets that arehegippast due nor impaired can be assessed bymeéete external
credit ratings (if available) or to historical imfoation about counterparty default rates:

31.12.2020 31.12.2019

BGN'000 BGN'000
Existing customers
Trade receivables 680 744
Receivables from related parties 5,313 2,752
Cash and cash equivalents
BBB 3,620 2,932

Impairment of financial assets
The Company has the following financial assetschlisire subject to the expected credit loss model:

e Trade receivables for sales of inventories
e Cash and cash equivalents

The Company applies the IFRS 9 simplified approtcimeasuring expected credit losses which usefetarie
expected loss allowance for all trade receivables.measure the expected credit losses, trade editess and
contract assets have been analysed on an indiviéiséd. The expected loss rates are based on yheepaprofiles

of sales over a period of 24 month before 31 DeeenD20 or 31 December 2019 respectively and the
corresponding historical credit losses experiengitdin this period. The historical loss rates adguated to reflect
current and forward-looking information on macroeomic factors affecting the ability of the customtw settle the
receivables.

Based on this analysis, the Company concludedath&itade receivables are paid within 60 days amdeteivables
were written off in the period analysed. As a reluit Company has not recognised any expectedtdosdi from
clients as at 31 December 2020 and 31 December. 2019

Cash and cash equivalents are also subject tarthaiiment requirements of IFRS 9, but the impairniess was
immaterial.

Trade receivables and contract assets are wriffemhen there is no reasonable expectation of regovndicators
that there is no reasonable expectation of recoweiyde, amongst others, the failure of a debtoeigage in a
repayment plan with the group, and a failure to enadntractual payments for a period of greater thdays past
due. Impairment losses on trade receivables antframinassets are presented as net impairment |logses
operating profit. Subsequent recoveries of amoprasgiously written off are credited against the sdime item.

Capital management

The primary objective of the Company’s capital ngeraent is to ensure that it maintains a strongitcrating and
healthy capital ratios to support its businessraadimise owner’s value.
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19. Financial risk management objectives and policgContinued)

Capital management (Continued)

The Company manages its capital structure and nejastments to it in light of changes in econootnditions.
To maintain or adjust the capital structure, thenBany may adjust the payment of dividends to tlaedtolders, to
redeem its treasury shares, to increase or decitsag®are capital, by decision of the shareholddoschanges were

made in the objectives, policies or processes fmaging the Company’s capital during 2020 and 2019.

The Company monitors its equity through the redlifisancial result for the reporting period as &t Becember
2020 and as at 31 December 2019, as follows:

31.12.2020 31.12.2019
BGN’000 BGN'000
Net profit 4,591 4,262

20. Reconciliation of the movements in liabilitieshe cash flows of which are presented in financingctivity

Borrowings Total
Lease Treasury Retained
liabilities shares earnings
BGN’'000 BGN'000 BGN’000 BGN’'000 BGN’'000
At 1 January 2019 3,716 195 - 6,216 10,127
Cash flows - (105) (61) (3,819) (3,985)
Interest expense 65 5 - - 70
Profit for the year - - - 4,262 4,262
Non-cash transactions (65) - 71 - 6
At 31 December 2019 3,716 95 10 6,659 10,480
At 1 January 2020 3,716 95 10 6,659 10,480
Cash flows - (102) - (3,819) (3,921)
New leasing contracts 216 216
Interest expense 65 3 - - 68
Profit for the year - - - 4,591 4,591
Non-cash transactions (65) - - 20 (45)
At 31 December 2020. 3,716 212 10 7,451 11,389

21. Events after the reporting date

No events have occurred after the reporting datéctwrequire additional adjustments and/or disdlestn the
Company’s financial statements.
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