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1. Information about the group
1.1. Legal status

Allterco JSCo (Parent-company), city of Sofia is entered in the Commercial Register of the Registry
Agency with UIC as per Bulstat (Unified Identification Code as per the Bulgarian Statistical
Register): 201047670. The Parent-company having its seat address and management address at city
of Sofia 1407, 103, Cherni vrah Blvd. The Company is registered with a share capital of 5,488,000
(five million four hundred eighty-eight thousand) BGN, distributed in 5,488,000 ordinary registered
voting shares with par value of BGN 1 each. The registered share capital of Allterco JSCo is fully
paid up. At the end of 2015, the capital was increased to BGN 13,500 thousand through cash and
non-cash contributions. At the end of 2016, the capital was increased to BGN 15,000 thousand after
the successful initial public offering of the Bulgarian Stock Exchange.

1.2. Ownership and Management

The Allterco Group includes Allterco JSCo (the parent-company) and its subsidiaries, in which the
parent-company has a direct or indirect controlling interest. Allterco JSCo is a public company under
the Public Offering of Securities Act.

The distribution of the share capital of the company Allterco JSCo at the end of the last two financial
years is as follows:

Name % in the capital
Svetlin Todorov 38.51 %
Dimitar Dimitrov 38.51 %
Victor Atanasov 7.47 %
Other individuals and legal entities 15.51 %
Total 100.00%

Allterco JSCo is managed and represented by Svetlin Todorov and Dimitar Dimitrov.

Members of the Board of Directors as of December 31, 2018 is as follows:
1. Dimitar Stoyanov Dimitrov
2. Nikolay Angelov Martynov

3. Svetlin Iliev Todorov

By a resolution of the Extraordinary General Meeting of Shareholders held on Decembe 20, 2018,
the Board of Directors was reduced from 5 to 3 members.

1.3. Scope of business activity
The main activity of Allterco JSCo is the acquisition, management, evaluation and sale of holdings
in Bulgarian and foreign companies; acquisition, management and sale of bonds; acquisition,
evaluation and sale of patents, assignment of licenses for use of patents of companies in which the
Company participates; financing of companies in which the Company participates.

The group companies' portfolios include the following main groups of services or products:
The consolidated cash flow statement should be read in conjunction with the explanatory notes set out on pages 8 to 54,
which form an integral part of the financial statements attached Page 8 of 53
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* Production and trade in IoT (Internet of Things) devices

* Value added services for mobile phone owners

1.4. Group structure

As of December 31, 2019 and in 2018, the Group includes and controls Allterco JSCo and the

following subsidiaries, in the country and abroad.

ALLTERCO JSCo
UIC 201047670

June 30, 2020 December 31, 2019
Name of the companies in which there are Percentage of Percentage of
participations (shareholdings) participation participation
(shareholding) (shareholding)
In the country
ALLTERCO TRADING OOD (Ltd.) 100% 100%
‘A'L'LTERCO ROBOTICS EOOD (Solely-owned Limited 100% 100%
Liability Company)
.A.L‘LTERCO PROPERTIES EOOD (Solely-owned Limited 100% 100%
Liability Company)
June 30, 2020 December 31, 2019
Name of the companies in which there are Percentage of Percentage of
participations (shareholdings) participation participation
(shareholding) (shareholding)
On abroad
ALLTERCO PTE LTD., Singapore 100% 100%
ALLTERCO SDN LTD., Malaysia 100% 100%
ALLTERCO CO. LTD, Thailand 49% 49%
GLOBAL TERACOMM INC., USA 100% 100%

2. Basics of accounting policies of the Group

The accounting policy defines the initial assumptions, principles, rules, bases and procedures
adopted by Allterco JSCo and its subsidiaries, hereinafter referred to as the Companies (the Group),
for accounting the activities of the companies and for presenting the information in the consolidated

financial statements.

The accounting policy is applied by the Group for the preparation of the interim and annual financial

statements for the year.

The accounting policy has been developed in accordance with the requirements of International
Financial Reporting Standards (IFRS) and International Accounting Standards (IAS), issued by the
International Accounting Standards Board (IASB), and the interpretations on their application
developed by the IFRS Interpretation Committee (IFRIC) adopted by the European Union.

2.1.Basis for Preparation of the Annual Consolidated Financial Statements
The Group meets the criterion of a public interest entity and these consolidated financial statements
have been prepared in accordance with International Accounting Standards, an issue of the
International Accounting Standards Board, and adopted by the European Union.

The consolidated cash flow statement should be read in conjunction with the explanatory notes set out on pages 8 to 54,
which form an integral part of the financial statements attached Page 9 of 53
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As of June 30, 2020, IASs include International Accounting Standards (IAS), International Financial
Reporting Standards (IFRSs), Interpretations of the Standing Interpretation Committee and
Interpretations of the IFRS Interpretation Committee. The IAS Board reissues annually the standards
and explanations thereof, which, after being formally approved by the European Union, are valid
for the year for which they were issued. However, many of them are not applicable to the company's
business because of the specific issues that are addressed in them.

2.2.Initial application of new and amended IFRSs in force for the current accounting period

The management of the Company has taken into account all standards and interpretations that are
applicable to its activities and have been formally accepted for application by the EU as of the date
of preparation of these financial statements.

Management has reviewed the changes in existing accounting standards that entered into force on
January 1, 2020 and considers that they do not impose significant changes in the accounting policies
applied during the current year.

Application of IFRS 16 Leasing

The Group has agreed to apply IFRS 16 using the modified retrospective method of application, with
effect from 1 January 2019. According to this method, the standard is applied retrospectively and
the cumulative effect of its initial application is recognized on the date of initial application.

When adopting IFRS 16, the Group has applied a single approach to recognition and measurement
for all leases, except for short-term leases and leases of low-value assets.

The standard provides for specific transitional requirements and practical measures that are applied
by the group accordingly.

Leases that have previously been accounted as operating leases, the Group recognizes right of use
assets and lease liabilities for those leases that were previously classified as operating leases, except
for short-term leases and leases of low-value assets.

The Group has also implemented the following practically appropriate measures:

- auniform discount rate is used for a portfolio of leases with similar characteristics;

- Ithasrelied on its assessment of whether leases are onerous immediately preceding the date
of the initial application;

- the disposal for short-term leases is applied to the leases with a term that ends within 12
months from the date of initial application of the standard;

- initial direct costs are excluded from the valuation of the right-of-use asset at the date of
initial application;

- by determining the lease term, when the contract contains options for extension or
termination of the lease, the available information is used

2.3. New Accounting standards and interpretations, not yet implemented by the Group

As of December 31, 2020, there are some new standards, amendments to some of the existing ones,
as well as clarifications that have been published and approved for implementation by the European

The consolidated cash flow statement should be read in conjunction with the explanatory notes set out on pages 8 to 54,
which form an integral part of the financial statements attached Page 10 of 53
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Union in future accounting periods. The Group's management believes that in terms of its activity
the following may be essential:

Amendments to IAS 1 Presentation of Financial Statements and IAS 8 Accounting Policies, Changes
in Accounting Estimates and Errors: Definition of Material.

The amendments are effective for annual periods beginning on or after January 1, 2020, and their
earlier application is permissible. The amendments clarify the definition of materiality and how it
should be applied by providing practical guidance that has been previously included in other IFRSs.
The amendments also explain that materiality depends on the nature and significance of the
information. The Group will analyze and evaluate the effects of the changes on the financial position
or results of business activity.

Conceptual framework for financial reporting

On March 29, 2019, the IAS Board published the Amended Conceptual Framework for Financial
Reporting, which is effective for annual periods beginning on or after January 01, 2020. The
conceptual framework presents the concepts of financial reporting, development of standards,
guidelines for the development of consistent accounting policies and guidelines for the
understanding and interpretation of standards. The main changes introduced in the revised
Conceptual Framework for Financial Reporting are related to the concept of valuation, including the
factors that should be taken into account when choosing a valuation basis, as well as the concept of
presentation and disclosure, including which income and expenses are classified in other
comprehensive income. The conceptual framework also provides updated definitions of asset and
liability and criteria for their recognition in the financial statements. The Group will analyze and
evaluate the effects of the changes on the financial position or results of business activity.

IFRS 3 (amended) - Business Combinations

Effective for annual periods beginning on or after January 01, 2020, not adopted by the European
Commission. The change relates to the definition of "business" given in the appendices to the
standard and relates to the difficulties that the acquiring entity encounters in assessing whether a
business or a group of assets is being acquired. The amendment aims at the following: (a) clarify
that the acquired set of activities and assets, in order to be defined as a business, must include at
least the resources and operational processes involved, which together lead to the creation of a
product; b) narrow the definitions of "business" and "product" by focusing on the goods and services
provided to the customer and taking away the focus on the ability to reduce costs;

(c) add guidance and illustrative examples to assist the entities in assessing whether an operating
process has been acquired; (d) remove the requirement to assess whether market participants are
able to replace the missing resources and operational processes in the acquired entity in order to
continue to create a product, and e) to add the option for the so-called a concentration test that allows
a simplified assessment of whether or not a set of activities and assets is a business.

In addition to the above, the Group's management does not consider it necessary to disclose in the
consolidated financial statements the name and interpretation of these International Accounting
Standards that have been modified and formally approved or disapproved by the European Union
that will be effective in the future but which will not relate to or will not have serious impact on its

The consolidated cash flow statement should be read in conjunction with the explanatory notes set out on pages 8 to 54,
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activities. Such citation of standard names and explanations to them that are not implemented in the
Group's operations could lead to misunderstanding and misleading the readers of financial
statements.

2.4. Basis of preparation of the consolidated financial statements

These consolidated financial statements have been prepared on a historical cost basis and in
accordance with the requirements of the accrual basis, going concern, prudence, matching of
revenue and expenses, consistency of presentation.

v" Current accrual
The financial statements, except for the cash flow statement, are prepared on an accrual basis. On
this basis, the effects of transactions and other events are recognized at the time of their occurrence
and not when the cash or cash equivalents will be paid. They are recorded in the accounting records
and accounted in the financial statements for the periods to which they relate.

v" Principle of going concern

The financial statements of the Group companies are prepared on a going concern basis, assuming
that the Company has neither the intention nor the need to proceed with the liquidation or reduction
of the volume of its operations, and intends to continue its operations for the foreseeable future.
When the annual financial statements have been prepared in accordance with this principle, but
there are known data and circumstances leading to uncertainty about the ability of the company to
continue its business, those data and circumstances should be disclosed.

Items (elements of the financial statements) should be recognized as assets, liabilities, equity, income
and expenses when they meet the definitions and criteria set out in the General Standards for their
recognition.

Assets and liabilities or income and expenses are not compensated unless it is required or permitted
by an IFRS.

2.5.Functional currency and recognition of currency exchange rate differences
Functional and Reporting Currency

The accounting currency for the presentation of the elements of the consolidated financial statements
is the Bulgarian Lev (BGN), which is the functional currency of Allterco JSCo.

The data in the elements of the financial statements and the appendices thereto are presented in
BGN thousands, unless explicitly stated otherwise. Amounts over BGN 500 are rounded to BGN 1
thousand when presented in the financial statements and the attachment.

The Group's companies keep their accounting records in the functional currency of the country in
which they operate. The effects of exchange rate differences related to the settlement of foreign
currency transactions or the accounting of foreign exchange transactions at rates other than those at
which they were initially recognized are included in the statement of comprehensive income at the
time they occur, are treated as “other operating income and loss” and are presented net, except for
those related to investments and loans denominated in foreign currency, which are presented as
“investment income” and “financial expenses”. Non-monetary assets and liabilities initially

The consolidated cash flow statement should be read in conjunction with the explanatory notes set out on pages 8 to 54,
which form an integral part of the financial statements attached Page 12 of 53
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denominated in foreign currencies should be translated to the functional currency using the
historical exchange rate at the date of the transaction and subsequently not revalued at the closing
exchange rate.

2.6. Transactions and balances

A transaction with foreign currency is recognized initially in the functional currency by applying
the foreign currency exchange rate (spot) between the functional currency and the foreign currency
at the time of the transaction or operation.

At each date of financial statement preparation:

(a) monetary positions, receivables and payables denominated in foreign currency are
recalculated into the functional currency using the exchange rate published by the BNB on the last
business day of the month of the report;

(b) non-monetary items held at historical cost in a foreign currency are translated using the
exchange rate at the date of the transaction, if an exchange rate other than that of the transaction
(average monthly, daily or other) is applied; and

(c) non-monetary items held at fair value in a foreign currency are translated using the
exchange rates from the date when the fair value was determined.

Foreign currency exchange differences are recognized in accordance with IAS 21 The Effects of
Changes in Foreign Exchange Rates.

The items of the statement of financial position and statement of comprehensive income of foreign
companies of the Group, used a functional currency other than Bulgarian lev, are recalculated into
BGN to be included in the consolidated statement of the group as follows

* All monetary and non-monetary assets and liabilities (including comparative
information) are recalculated at the BNB closing exchange rate at the date of the
relevant statement of financial position;

* The income and expense items of each comprehensive income statement are
recalculated at the accounting date at the weighted average exchange rate for the
accounting year;

*= All exchange rate differences obtained are recognized in the statement of other
comprehensive income.

The cumulative amount of these exchange rate differences is presented in a separate component of
equity until the foreign operation is released.

2.7.Estimates

The presentation of financial statements in accordance with International Financial Reporting
Standards requires management to make the best estimates, accruals and reasonable assumptions
that have an effect on the reported values of assets and liabilities, of income and expenses, and of
the disclosure of contingent receivables and liabilities at the date of preparation of the financial
statements. These estimates, accruals and assumptions are based on information available at the date
of preparation of the financial statements, and therefore future actual results may differ. Some

The consolidated cash flow statement should be read in conjunction with the explanatory notes set out on pages 8 to 54,
which form an integral part of the financial statements attached Page 13 of 53
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estimates may involve a higher degree of subjective judgment or complexity or where the
assumptions and
the accounting estimates are material to the consolidated financial statements.

2.8.Subsidiaries

Subsidiaries are the entities on which Allterco JSCo exercises control as defined in IFRS 10
Consolidated Financial Statements.

The parent-company (the investor) controls the investee company if the investor has:
— Powers on the company;
— Rights on the returns from participation in the company;

— Ability to use its powers over the entity in order to influence the amount of return on
investment.

Subsidiaries are controlled from the date on which control is acquired by the Group and
they cease to consolidate from the date on which control is assumed to have been lost.

2.9.Non-current assets classified as held for sale and assets included in group for release
classified as held for sale

In 2019, the Group's management has decided to sell certain subsidiaries. The carrying amounts of
assets and liabilities, as well as the results of operations related to the companies that are offered for
sale are presented below. In accordance with the requirements of IFRS 5 Non-current assets held for
sale in the accompanying consolidated financial statements the assets, related liabilities and financial
results are presented as subject to immediate sale. The Group did not recognize impairment in
respect of assets held for sale and related liabilities presented as assets held for sale as the
management believes that the expected proceeds received on a current and prospective basis,
reduced by the expected costs of the sale, will exceed their book value.

Assets June 30, 2020 (in BGN
Property, plant and equipment 1
Intangible non-current assets 757
Current receivables 1428
Other receivables 574
Cash and cash equivalents 141
Total assets 2901
Liabilities June 30, 2020 (in BGN
Trade payables 2000
Payables to personnel 86
Tax payables 137
Other payables 3
Total liabilities 2226

The consolidated cash flow statement should be read in conjunction with the explanatory notes set out on pages 8 to 54,
which form an integral part of the financial statements attached Page 14 of 53
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Sales Revenue

Cost of sales

Gross profit

Other operating income
Administrative expenses
Other operating expenses
Operating loss

Financial expenses

Tax expenses

Loss from operations

Assets

Property, plant and equipment
Intangible non-current assets
Trade receivables

Other receivables

Cash and cash equivalents
Total assets

Liabilities

Trade payables
Payables to personnel
Tax payables

Other payables

Total liabilities

Sales Revenue

Cost of sales

Gross profit

Other operating income
Sales expenses
Administrative expenses
Other operating expenses
Operating loss

Financial expenses

Tax expenses

Loss from operations

210. Minority interest

Minority interest are valued at the proportionate share of identifiable net assets at the acquisition

date.

2.11. Consolidation

The consolidated cash flow statement should be read in conjunction with the explanatory notes set out on pages 8 to 54,

which form an integral part of the financial statements attached
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The consolidated financial statements of one group include the consolidated financial statements of
the parent company and the financial statements of subsidiaries prepared as at June 30, 2020. All
and the assets, liabilities, capital, income, expenses and cash flows of the group companies are
presented as such. belonging to one enterprise.

Subsidiaries are companies that are controlled by the parent company. Control occurs when the
parent company exercises its rights arising from its participation in the subsidiary’s capital and has
the ability to influence its return from investment through its power. The consolidated financial
statements have been prepared following the same accounting policies with respect to similar
transactions and business facts of all companies in the group. All mutual interests, as well as
significant internal transactions, balances and unrealized gains in the Group are eliminated and the
financial statements are prepared using the full consolidation method. The results of operations of
the subsidiaries are included in the consolidated financial statements from the date of acquisition of
control over them and cease to be consolidated from the date on which such control is lost. When a
subsidiary is acquired as a result of an internal group restructuring, its net assets and financial result
are included from the beginning of the earliest accounting period presented in the financial
statements.

2.12. Revenues

Revenue from sales and operating expenses have been accrued at the time of their occurrence,
regardless of cash receipts and payments. The accounting and recognition of revenue and expenses
should be carried out in compliance with the requirement for a causal connection between them.

Revenue is measured at the fair value of the value of the consideration received or to be received or
paid remuneration, less any discounts provided.

The Group recognizes revenue when the amount of revenue can be measured reliably, when it is
possible for the Group to obtain future economic benefits, and when it meets specific criteria for
each of the Group's activities, as specified below.

Amounts collected on behalf of third parties, such as sales taxes and value added tax, are excluded
from revenue.

* Revenue recognition under customer contracts
Revenues in the Group are recognized when the control over the goods and/or services promised
in the contract with the customer is transferred to the customer. The control is transferred to the
customer upon fulfillment of the contractual obligations by transferring the promised goods and/or
rendering the promised services.

As awhole, the Group has come to the conclusion that it is the principal in its revenue arrangements,
as the Group generally controls the goods or services before transferring them to the customer.

The Group recognizes revenue when it meets its obligations under the terms of the contract, by
transferring the promised service to the customer. An asset (good or service) is recognized as
transferred after the customer obtains control over that asset.

*  Evaluation of a contract with a customer

The consolidated cash flow statement should be read in conjunction with the explanatory notes set out on pages 8 to 54,
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A contract with a customer is only available when, upon its entry into force, it:
v" has a commercial nature and motive;

v the parties have approved it (verbally, in writing or on the basis of "established and generally
recognized business practice") and have committed themselves to implement it;

v the rights of each party may be identified with respect to the goods or services to be
transferred;

v' payment terms can be identified; and

v’ there is a high probability that the remuneration to which the company is entitled in the
performance of their contractual duties will be received.

In assessing collectability, all relevant facts and circumstances of the transaction should be taken
into account, incl. past experience, customary business practices, published rules and statements
made by the Company, collaterals and satisfaction opportunities.

A contract for which any of the above mentioned criteria has not yet been fulfilled shall be re-
evaluated each accounting period. Remuneration received under such a contract is recognized as a
liability (liability under a contract) in the statement of financial position until:

v’ all criteria for recognition of a contract with a customer are not met;

v' the company fulfilled its obligations and received all or almost all of the remuneration (non-
recoverable); and/or

v" when the contract is terminated and the remuneration received is not recoverable.

In the initial evaluation of its contracts with customers, the Company makes an additional analysis
and assessment of whether two or more contracts should be considered as one deal and respectively
whether the goods and/ or services promised in each separate and/or combined contract should be
accounted for as one and/or more performance obligations to fulfill.

Any promise to transfer goods and/or services that are separately identifiable (by themselves and
in the context of the contract) is accounted as one performance obligations to fulfill.

The Company recognizes revenue for each individual obligation to fulfill at the level of an individual
contract with a customer by analyzing the type, term and conditions for each specific contract.

»  Measuring revenue under customer contracts
Revenue is measured on the basis of the transaction price set for each contract.

The transaction price is the amount of the remuneration the Company expects to receive, except for
the amounts collected on behalf of third parties. In determining the price of the transaction, the
Company takes into account the terms of the contract and its usual commercial practices.

»  Transaction price and payment terms
The transaction price typically includes a fixed sale price, according to a common or customer price

list.

= Variable remuneration
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The variable remuneration is included in the transaction price only in so far as it is probable that no
material adjustment will be made to the amount of recognized cumulative revenue.

Revenues from services

The Company reports revenue from services, in compliance with the contractual commitments.
Revenues from services are recognized upon completion of the services (by sites).

Other revenue/income

Other income and revenue are recognized when the right to receive it is established. These include
rental income, interest dividends, benefits. Rental income/ operating lease/is recognized for a
period equal to the term of the contract.

The Company's management has carefully researched its trading practices for possible changes in
the moment of recognition of revenue, performing a thorough analysis of the contracts concluded,
except for the most simplified ones, to determine the impact that the application of IFRS 15 will have
on the financial condition and financial result. Attention was focused on the new model for
transfering of goods and services based on control, which would change the moment of recognition
of the revenue in accordance with IFRS 15. As a result, management has determined that the new
revenue recognition framework will not change the accounting policies applied to date. There has
been no change in the performance obligations and the allocation of contract costs and revenue
recognition.

Depending on the nature of the business and the contracts with customers, management has
assessed the breakdown categories of revenue and disclosed them in Explanatory Note 4.01.

2.13. Expenses

The expenses of the Group shall be recognized at the time of their occurrence and of the basis of the
accrual principles and comparability. Expenses are recognized when there is a decrease in future
economic benefits associated with a decrease in an asset or an increase in a liability that can be
measured reliably. Recognition of expenses for the current period is made when revenue is accrued.
An expense is recognized immediately in the income statement when the expense does not create
future economic benefits or when and to the extent that future economic benefits do not meet the
requirements or cease to meet the requirements for recognition of an asset in the balance sheet.
Expenses are accounted for on an accrual basis and are comparable to recognized revenue. They are
measured at the fair value of the consideration paid or pending for payment.

Expenses for future periods shall be deferred for recognition as current expenses in the period in
which the obligations under the contracts to which they refer, were performed.

Financial expenses consist of interest expenses and other direct costs related to loans.

2.14.Property, plant and equipment

Property, plant and equipment (non-current tangible assets) are presented in the financial
statements at acquisition cost (cost) less accumulated depreciation and impairment losses.
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Initial measurement

Upon initial acquisition, property, plant and equipment are valued at acquisition cost (cost price),
which includes the purchase price, customs charges and any directly attributable costs of bringing
the asset to working condition. Direct expenses are as follows: expenses for preparation of the object,
expenses for initial supply and processing, expenses for installation, expenses for project related
personnel remuneration fees, non-refundable taxes, etc.

When acquiring property, plant and equipment on a deferred payment basis, the purchase price is
equivalent to the present value of the liability, discounted based on the interest rate on the borrowed
resources of the company with a similar maturity and purpose. The difference between the cash
price equivalent and the general payment is recognized as interest over the course of the loan unless
it is capitalized in accordance with IAS 23.

Measurement after recognition

The approach chosen by the Group for the subsequent balance sheet measurement of property, plant
and equipment is the acquisition cost model - less any subsequent depreciation and any accumulated
impairment losses.

For all other classes of non-current tangible assets, the company has applied the acquisition cost
model.

Depreciation Methods

The Company uses a straight-line depreciation method for non-current tangible assets. Depreciation
of assets begins when they are available for use. The useful live of groups of assets are determined
in accordance with: physical wear and tear, the specifics of the equipment, future intentions for use
and with supposed obsolescence. The useful lives of asset classes are as follows:

Transportation vehicles 4 years
Computer equipment 2-5 years
Office equipment 3- 6,67 years
Other non-current tangible assets 6,67 years

The useful life of non-current tangible assets is reviewed at the end of each year and, if significant
deviations are found against future expectations for the useful life of the assets, it is adjusted
prospectively.

Derecognition of non-current tangible assets

The carrying amount of an item of property, plant and equipment is derecognized: on sale, when
no other economic benefits are expected from its use or if the asset is not available for some reason.

Gains or losses from the derecognition of an item of property, plant and equipment are included
in the statement of comprehensive income when the asset is derecognized (unless IAS 17 requires
otherwise in the sale and leaseback). Gains and losses on disposal of non-current assets are
determined by reducing the proceeds from the sale (disposal) by the carrying amount of the asset
and the costs associated with the sale. They are reported net in Other operating income in the
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statement of comprehensive income. The portion of the revaluation reserve relating to the
derecognised asset is transferred directly to retained earnings.

The receivable from disposal of an item of property, plant and equipment is initially recognized
at fair value.

Intangible assets
Goodwill

Goodwill represents the excess of the acquisition cost (the consideration transferred) over the fair
value of the group's share of the net identifiable assets of the acquired company as of the date of
acquisition (the business combination). In the consolidated financial statements, it is initially
measured at acquisition cost (cost price) and subsequently at acquisition cost less accumulated
impairment losses. Goodwill is not subject to depreciation.

Goodwill arising on the acquisition of a subsidiary is presented in the consolidated statement of
financial position in the group of intangible assets.

Individually recognized goodwill on the acquisition of subsidiaries is mandatory tested for
impairment at least once a year. Impairment losses on goodwill are not reversed. Gains or losses on
the sale (disposal) of a subsidiary of the Group also include the carrying amount of the goodwill,
deductible for the (released) company.

Each recognized goodwill is identified as belonging to a cash generating unit when a business
combination is first realized, and this unit is applied when carrying out the impairment tests. In
determining the cash generating units, these units shall be considered, from which future benefit
were expected by the aqcuisiton in business combinations and on the occasion of which the goodwill
itself arose.

Impairment losses on goodwill are presented in the consolidated statement of comprehensive
income (in profit or loss for the year) under the item Other operating expenses (impairment of non-
current assets).

Other intangible assets

Intangible assets are presented in the financial statements at acquisition cost (cost price) less the
accumulated depreciation and impairment losses. They include improvements to leased assets.

The Group applies a straight-line method of depreciation of intangible assets over a specified useful
life of 2 years for software products, 6.67 years for the software platform, 3 years for the ISO
certificate.

The carrying amount of intangible assets is reviewed for impairment when there are events or
changes in circumstances that indicate that the carrying amount could exceed their recoverable
amount. Then the impairment is included as an expense in the statement of comprehensive income

Initial measurement

Externally created intangible assets are valued at acquisition cost, which includes the purchase price,
import duties, non-recoverable taxes and costs of preparing the asset for its intended use. Direct
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expenses are as follows: costs for preparation (the place where the asset will be used), initial delivery
costs, installation costs, project related personnel fees, non-recoverable taxes, etc.

Intangible assets are recognized if they meet the definition of intangible assets set out in IAS 38
Intangible Assets, namely:

—Meets the definition of an intangible asset;
—It’s cost can be measured reliably upon acquisition;

—The use of the asset is expected to bring economic benefits that are demonstrated by the
availability or plan to acquire sufficient resources, to enable the entity to obtain the expected
economic benefits; the ability to effectively perform its functional role in accordance with the
enterprise's intention to use it or have clearly defined and specified technical feasibility.

Subsequent expenses
Costs related to the maintenance of initial standard functionalities incurred after the intangible non-
current assets are commissioned are recognized as current at the time they are incurred. Costs that
increase the expected future economic benefits of using an intangible asset over the standard
functionalities adjust the carrying amount of the intangible asset.

2.15.0ther long-term capital investments

Other long-term financial investments are non-derivative financial assets in the form of equities and
shares of other companies (minority interest) held with a long-term perspective.

Initial measurement

Capital investments are initially recognized at acquisition cost, which is the fair value of the
consideration paid, including direct acquisition cost of the investment (the financial asset). All
purchases and sales of capital investments are recognized on the “trading date” of the transaction,
i.e. the date on which the company commits to purchase or sell the asset.

Subsequent measurement

Capital investments owned by the Group are subsequently measured at fair value. The results of the
subsequent measurement to fair value are presented in the statement of comprehensive income (in
other components of comprehensive income) and respectively in the reserve related to financial
assets at fair value, through other comprehensive income. These results are transferred to retained
earnings on disposal (sale) of the respective investment.

2.16. Lease
Operating lease

At the beginning of the contract, the Group assesses whether the contract represents or contains a
lease. A contract represents or contains elements of a lease if, under that contract, the right to control
the use of an asset for a specified period of time is transferred against remuneration. The assessment
includes an assessment of the following factors:

* Whether the contract involves the use of an identified asset, this may be stated explicitly or by
default, and must be physically identifiable or represent essentially the entire capacity of a
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physically separate asset. If the supplier has a substantial right of replacement, then the asset is
not identified;

* Whether the Group is entitled to receive substantially all the economic benefits from the use of the
asset throughout the useful life; and

* Whether the Group has the right to manage the use of the asset. The Group has this right when it
has decision-making rights concerning the change in the manner and purpose of using the asset.
In the rare cases where it is predetermined how and for what purpose the asset will be used, the
Group has the right to manage the use of the asset if:

v" The Group has the right to operate the asset; or

v" The Group has designed the asset in a way that determines in advance how and for what
purpose it will be used

Finance lease

The lease under which all risks and rewards of ownership of the asset are transferred to the company
is classified as a finance lease and the leased asset is capitalized in the consolidated statement of
financial position of the lessee and presented as property, plant and equipment. Upon initial
recognition, leased assets are carried at the lower value of their current fair value or the present
value of the minimum lease payments. The minimum lease payments are apportioned between the
finance charge (interest) and the reduction of the lease liability (principal). Financial expenses are
allocated to each period over the lease term so that a constant interest rate is reached on the
remaining outstanding portion of the principal on the lease liability. Interest expenses are included
in the consolidated statement of comprehensive income as "Financial expenses".

Assets acquired under a finance lease are depreciated based on the useful life of the asset and within
the lease term.

2.17. Provisions

Provisions are recognized when the Group has a present (constructive or legal) liability as a result
of a past event, and it is probable that the discharge/settlement of that liability is related to a drain
of resources. The provisions are measured based on management's best estimate as of the date the
financial statements are prepared for the expenses required to settle the relevant liability. The
estimate is discounted when the liability is long-term. When part of the resources that will be used
to settle the liability is expected to be recovered from a third party, the company recognizes a
receivable if there is a high degree of certainty for its receipt, its value can be reliably determined, as
well as income (credit) within the same item in the statement of comprehensive income, where the
provision is presented itself.

2.18. Inventory
Inventories are accounted at the lower of the following: acquisition cost (cost price ) and net
realizable value.

The costs incurred to bring an inventory to its present condition and location are included in the cost

of acquisition (cost) as follows:
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* Materials - the purchase price and all related costs of delivery;

* Goods - the purchase price and all related costs of delivery, customs duties, transport
costs, non-recoverable taxes and other costs incurred in order to bring the goods in
ready for use state.

In the use (sale) of inventory, the first-in-first-out method is used.

2.19. Pension and other payables to staff

The employment and social security relations with the employees of the Group are based on the
provisions of the Labor Code and the provisions of the existing social security legislation in the
Republic of Bulgaria and the law of the country in which a subsidiary is incorporated. The Group
accrues and realizes staff income by type, as follows:

Short-term income

Short-term are those staff benefits in the form of remuneration, bonuses and social allowances and
benefits that are due within 12 months of the end of the accounting period in which the staff have
worked for them or fulfilled the necessary conditions for their receipt. They are recognized as current
expense in the Statement of Comprehensive Income in the accounting period in which the work is
performed and as a current liability in the Consolidated Statement of Financial Position (after
deducting any amounts and deductions already paid).

At the date of preparation of each financial statement, the Group assesses the amount of expected
costs of accumulating paid leave, which is expected to be paid as a result of the unused right to
accumulated paid annual leave. The estimate includes the non-discounted amount of the
remuneration due, as well as the cost of the compulsory state social security contributions paid by
the employer on these amounts. The amount of estimated unused paid leave is recognized as current
expense in the consolidated statement of comprehensive income. The Group recognizes as a current
liability in the consolidated statement of financial position the non-discounted amount of estimated
expenses for unused paid leave for previous accounting periods.

Program with defined social security contributions

The insurance and retirement plans implemented by the Group in their capacity as an employer are
based on the Bulgarian social security legislation and are defined contribution plans. According to
them, the employer pays certain social security contributions on a monthly basis, based on statutory
rates, and there is no legal liability to pay future insurance contributions to the insurance funds in
cases where they do not have sufficient cash to pay to the respective persons the amounts earned by
them for their work experience. The liabilities with respect to health insurance are similar.

The amounts of the social security contributions are approved specifically by the State Social
Insurance Budget Act and the Budget of the National Health Insurance Fund Act for the respective
year. Social security and health insurance contributions payable by the employer are recognized as
current expense in the statement of comprehensive income in the accounting period of accrual of the
related income to which they relate and as a current liability in the statement of financial position at
non-discounted amount.
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The companies included in the consolidated statement operating in countries outside Bulgaria, the
insurance and pension plans are based on the legislation of the respective country.

Within the Gropu there is no established and functioning private voluntary insurance fund.

Long-term employee benefits

According to the Labor Code, Companies operating in Bulgaria are obliged to pay compensation to
employees at retirement age, depending on their work experience. By their characteristics, these
schemes are "defined benefit plans". Provision of long-term employee benefits for retirement
benefits are not recognized in the consolidated statement of comprehensive income, as there are no
employees who will retire in the next 5 years.

2.20. Share capital
The Group has adopted the financial concept of reporting the capital. The capital is presented in
nominal monetary units. Profit for the accounting period is considered to be acquired only if the
total equity amount at the end of the period exceeds the amount at the beginning of the period, after
deducting profit distributions to owners or investments in capital during the period.

Allterco JSCo is a joint-stock company and is obliged to register in the Commercial Register its
statutory share capital, which shall serve as a security for the creditors of the Company. The
shareholders are responsible for the liabilities of the Company up to the amount of their
shareholding in the capital and may claim the return of that holding only in bankruptcy or
liquidation proceedings.

Equity is the residual value of an entity's assets after deducting all its liabilities. This includes:

Registered capital - is presented in the Statement of financial position according to the number of
issued shares multiplied by par value per share.

Financial result - is formed as the difference between the revenue and expenses. This includes:
a) undistributed profit;
b) uncovered loss;

c) the balance sheet profit or loss for the current year, which is presented in the statement of
financial position after deduction of tax expense.

Equity is decreased by the dividends paid to the shareholders during the period in which they are
distributed (voted by the General Meeting).

In accordance with the requirements of the Commercial Law and the Statute of Allterco JSCo is
obliged to form reserves at the expense of:

— at least one-tenth of the annual profit, until the funds accumulated reach 25 per cent of
the share capital;

— the funds received above the nominal value of the shares upon their issuance (premium
reserve);

The consolidated cash flow statement should be read in conjunction with the explanatory notes set out on pages 8 to 54,
which form an integral part of the financial statements attached Page 24 of 53



ALLTERCO ALLTERCO JSCo
EXPLANATORY NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS UIC 201047670
AS OF 30 JUNE 2020

Unless otherwise stated, all amounts are in BGN thousand

Currency exchange rate reserve formed from the translation of financial statements of foreign
subsidiaries - arises from the net effects of foreign currency translation of subsidiaries from their
functional currencies into Bulgarian levs for the purpose of consolidation.

Income tax
Income tax for the year represents the sum of current and deferred taxes.

Current income taxes are determined in accordance with the requirements of the relevant legislation.
The nominal tax rate in Bulgaria for 2019 and 2020 is 10%, for Singapore - 17%; in Malaysia, for profit
up to the MYR 500,000 is 20% and for the excess is 25%, for the United States of America: 15 - 35%
and for Thailand 20%.

Deferred income taxes are determined using the balance sheet liability method with respect to any
temporary differences that exist between the carrying amounts and the tax bases of the individual
assets and liabilities at the date of preparation of the financial statements.

Deferred tax liabilities are recognized for all taxable temporary differences:

Deferred tax assets shall be recognized for all deductible temporary differences and for unused tax
losses, to the extent that it is probable they will reverse when sufficient taxable profit or taxable
temporary differences is expected to be generated in the future, which can offset these deductible
differences.

The carrying amount of all deferred tax assets is reviewed at each financial statement date and if
necessary it is reduced to the extent that it is probable that they will reverse and generate sufficient
taxable profit from which they can be deducted.

Deferred taxes relating to items that are accounted for directly in equity or other balance sheet item
are also accounted for directly in the respective equity component or the balance item.

Deferred tax assets and liabilities are estimated at the tax rates that are expected to apply to the
period during which the assets will be realized and the liabilities will be settled (repaid), based on
the tax legislation that is in force or is expected with a high degree of certainty and are shown offset
in a separaet item in the statement of financial position.

As of December 31, 2019, June 30, 2020 there are deferred income taxes only for Bulgarian companies
and they are estimated at a tax rate of 10%.

Earnings per share

The basic earnings per share are calculated by dividing the net profit or loss for the period that is
subject to distribution among shareholders - holders of ordinary shares, by the avarage weighted
number of ordinary shares held during the period.

The weighted average number of shares represent the number of shares of common stock hold at
the beginning of the period, adjusted by the number of repurchased ordinary shares issued during
the period multiplied by a time-weighting factor. This factor represents the number of days in which
specific shares have been held relative to the total number of days in the period.
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Diluted earnings per share should not be calculated because there are no dilutive potential shares
issued.

2.21.  Cash and cash equivalents

Cash includes cash on hand and current accounts, and cash equivalents are short-term deposits with
banks whose original maturity is less than 3 months.

The cash flow statement is presented using the direct method.

For the purpose of preparing the cash flow statement:

v' Cash inflows from customers and cash payments to suppliers are presented gross,
including VAT;

v' VAT on purchases and sales of non-current assets is stated in the cash flows from
operating activities, to the extend it participates and is recovered in the operating cash
flows of the Company for the relevant accounting period.

v Interest on loans and deposits granted/received is included as part of cash flow form
financing activities.

Cash and cash equivalents are subsequently presented at amortized cost, without any accumulated
adjustments for expected credit losses.

2.22. Financial instruments
Financial assets

A financial instrument is any contract that gives rise to both a financial asset in one entity and a
financial liability or equity instrument in another enterprise.

Initial recognition, classification and measurement

Upon initial recognition, financial assets are classified into three groups, according to which they
are subsequently measured at amortized cost, at fair value through other comprehensive income
and at fair value through profit or loss.

The classification of financial assets upon initial recognition depends on the characteristics of the
contractual cash flows of the respective financial asset and the business model of the Group.

The business model of the Group for management of financial assets reflects how the Group
manages its financial assets to generate cash flows. The business model determines whether cash
flows are the result of contractual cash flows, the sale of financial assets, or both.

Measurement

The Group initially evaluates financial assets at fair value, and in the case of financial assets that are
not carried at fair value through profit or loss, the direct transaction costs are added. An exception
is trade receivables that do not contain a material component of financing - they are estimated based
on the transaction price determined in accordance with IFRS 15 and the invoice issued.

Subsequent measurement

For the purposes of subsequent measurement, financial assets are classified into four categories:
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- Debt instruments measured at amortized cost

- Debt instruments measured at fair value through other comprehensive income (reclassified
to profit or loss);

- Equity instruments carried at fair value through other comprehensive income (without
reclassification in profit or loss);

- Financial assets (debt instruments, equity instruments and derivatives) measured at fair
value through profit or loss.

During the current period, the Group reports financial assets in one of these categories - financial
assets at amortized cost.

Financial assets at amortized cost (debt instruments)

This category is the most significant for the Group.

The Group measures financial assets at amortized cost when both of the following conditions are
satisfied:

= the financial asset is held and used within a business model that aims to hold the asset in
order to obtain contractual cash flows from it, and

* the terms of the contract of the financial asset generate cash flows at specific dates, which
represent only principal payments and interest on the principal outstanding.

The Group's management has assessed that financial assets representing cash in banks, interest-
bearing receivables from related parties, trade receivables and other receivables (i.e. trade
receivables and others) are held by the Group in order to obtain the agreed cash flows and it is
expected to result in cash flows that represent solely principal and interest payments under the
business model applied.

Financial assets at amortized cost are subsequently measured using the effective interest rate method
(EIR). They are subject to impairment. Gains and losses are recognized in the statement of
comprehensive income (in profit or loss for the year) when the asset is written off, modified or
impaired.

Derecognition
A financial asset is derecognized in the statement of financial position of the Group when:
= the rights to obtain cash flows from the asset have expired, or

* the rights to receive cash flows from the asset have been transferred or the Group has
assumed an obligation to pay in full the received cash flows, without material delay, to a
third party through an agreement. In this case, the Group recognizes the liability associated
with it. The transferred asset and the associated liability are measured on a basis that reflects
the rights and obligations that the Group has retained.

Continuing involvement , which is in the form of a guarantee on the transferred asset, is measured
at the lower of the two values: the initial carrying amount of the asset and the maximum amount of
consideration that the Group may be required to pay.
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Impairment of financial assets

The Group recognizes an adjustment (impairment allowance) for expected credit losses on all debt
instruments that are not carried at fair value through profit or loss. Expected credit losses are
calculated as the difference between the contractual cash flows payable under the terms of the
contract and all the cash flows that the Group expects to receive discounted at the original effective
interest rate.

At each accounting date, the Company determines whether the debt instrument is assessed as such
with low credit risk using all reasonable information that is available without incurring unnecessary
expense or effort. In making this assessment, the Group reviews the internal credit rating of the debt
instrument. In addition, the Group assesses whether there is a significant increase in credit risk when
contractual payments are more than 30 days past due.

The Group considers a financial instrument as default when contractual payments are overdue for
more than 60 days. However, in certain cases, it may treat a financial asset as default when internal
or external information provides an indication that it is unlikely that the Group will receive the full
amount of the outstanding contractual amounts before taking into account any were credit
enhancements held by it. Financial assets are written off when there is no reasonable expectation for
collection of contractual cash flows.

To calculate the expected credit losses of trade receivables and assets under customer contracts, the Group
has chosen and applies a simplified matrix-based approach to calculating expected credit losses and
does not track subsequent changes in their credit risk. In this approach, it recognizes an adjustment
(impairment allowance) based on the expected credit loss for the entire receivable period at each
reporting date. The Group has developed and applies a provisioning matrix based on historical
experience with respect to credit losses, adjusted for debt-specific and economic environment, and
correlated with the percentage of credit losses.

Financial assets are written-off when there is no reasonable expectation of collection of contractual
cash flows.

Financial liabilities

Initial recognition, classification and measurement

Initially, all financial liabilities are recognized at fair value, and in the case of loans and borrowings
and trade and other payables, net of directly related transaction costs.

Subsequent measurement

Subsequent measurement of financial liabilities depends on their classification as described below.

Financial liabilities measured at amortized cost

This category is essential for the Group. Subsequent to their initial recognition, the Group measures
interest-bearing loans and borrowings at amortized cost using the effective interest method. Gains
and losses are recognized in the statement of comprehensive income (in profit or loss for the year)
when the corresponding financial liability is derecognized, as well as through amortization at the
effective interest rate method.

The consolidated cash flow statement should be read in conjunction with the explanatory notes set out on pages 8 to 54,
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Amortized cost is calculated by taking into account any discounts or acquisitions, as well as fees or
expenses, which are an integral part of the effective interest rate. Depreciation is included as a
“financial expense” in the statement of comprehensive income (in profit or loss for the year).

Derecognition

Financial liabilities are derecognized when the liability is discharged, terminated or expires. When
an existing financial liability is replaced by another from the same lender under substantially
different conditions, or the terms of an existing liability are substantially changed, that exchange or
modification is treated as extinguishment of the original liability and recognition of a new one. The
difference in the carrying amount of a financial liability settled or transferred to another party in
cash and/or non-monetary assets is recognized in profit or loss for the period.

2.23. Judgments that are crucial in applying accounting policies of the Group. Key high
uncertainty estimates and assumptions made by the management ".

In the process of applying accounting policies, the Group's management makes judgments that have
a material effect on these financial statements. Such judgments by definition are rarely equal to
actual results.

As a result of their nature, they are subject to constant review and updating and include historical
experience and other factors as expectations for future events, that management believes are
reasonable in the current circumstances.

The estimates and assumptions that carry a significant risk of a material adjustment in the carrying
amounts of assets and liabilities in the next financial year are set out below.

Useful life of property, plant and equipment and intangible assets

The financial statements of property, plant and equipment and intangible assets include the use of
estimates of their useful lives and carrying values, which are based on judgments made by the
Group's management.

Impairment of receivables

Management estimates the amount and timing of expected future cash flows related to receivables
based on experience in current circumstances in the following groups: individual accounts,
households and other small consumers and legal claims. Due to the inherent uncertainty of this
assessment, the actual results may differ from those expected. The Group's management reviews the
estimates from previous years against the actual results from the previous year.

In connection with the implementation of IFRS 9 Financial Instruments, the Group have used their
accumulated experience in the area of credit losses, and have taken into account current conditions
and their forecasts to estimate the expected credit losses on their trade receivables.

2.24.Fair value

Fair value is the price that could be obtained from the sale of an asset or could be paid for the transfer
of a liability in the ordinary course of trade between market participants at the date of assessment
(starting price). Fair value assessment is based on the assumption that the transaction to sell an asset

or transfer a liability has been carried out:
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* on the principal market of the respective asset or liability, or
* in the absence of a principal market, most advantageous market for the asset or liability.
The basic or the most advantageous market should be available for the Company.

The fair value of an asset or liability have been estimated by making the assumptions that market
participants would make when establishing the price of the asset or liability. assuming that they act
in their best economic interest.

All assets and liabilities that are measured at fair value or for which fair value disclosure is required
in the financial statements, are grouped into categories according to the fair value hierarchy, as
described below, based on the lowest level of input used, which has a significant impact on fair value
measurement in general:

e Level 1 - quoted (unadjusted) prices in active markets for identical assets or liabilities are
used

e Level 2 - appraisal methods are applied in which the lowest level of used input data essential
for fair value assessment have been observed either directly or indirectly

e Level 3 - appraisal techniques are used where the lowest level of used input data essential
for fair value assessment are unobservable

For the assets and liabilities that are regularly measured at fair value the Company shall review their
categorization at the appropriate level of the fair value hierarchy (based on the lowest level of used
input data, that have a significant impact on the fair value measurement as a whole) to the end of
the reporting period and determine whether there is a need to make a transfer (s) from one level to
another.

The consolidated cash flow statement should be read in conjunction with the explanatory notes set out on pages 8 to 54,
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EXPLANATORY NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
3. Notes to the consolidated statement of financial position
3.01. Property, plant and equipment

Lands Buildings Facilities Plant and Vehicles Computer Office Non- Others  Expenses  Total
equipment equipment equipment current for
acquired acquisition
under of fixed
financing tangible
contracts assets
January 01, 2019
Acquisition cost 465 3123 - 662 725 569 187 7 158 60 5956
Depreciation - (84) - (29) (433) (186) (162) 7) (129) - (1,030)
Book value 465 3039 - 633 292 383 25 - 29 60 4926
Acquisitions - - 131 60 163 4 29 - 38 61 486
Purchase - - 131 60 128 4 29 - 38 61 451
Put into operation - - - - 35 - - - - - 35
Reductions - - - - (59) (206) (13) - (15) (35) (328)
Put into operation - - - - - - - - - (35) (35)
Assets of sold
investments - - - - (59) (2006) (13) - (15) - (293)
Depreciation for the
period - (125) (16) (210) (94) (72) 4 - (11) - (532)
Changes in
depreciation - - - 3 326 141 61 - 30 - 561
Written-off
depreciation of sold
investments - - - 3 326 141 61 - 30 - 561
Book value at theend 465 2914 115 483 302 109 37 - 41 86 4 552
December 31, 2019
Acquisition cost 465 3123 131 719 503 226 142 7 151 86 5553
Depreciation - (209) (16) (236) (201) (117) (105) (7) (110) - (1,001)
Assets intended for
sale - - - - - 1) 2 - - - 3)
Book value 465 2914 115 483 302 108 35 - 41 86 4549
Acquisitions - 148 - 5 - 11 - - 62 226
Purchase - - - 5 - 11 - - 62 78
Put into operation - 148 - - - - - - - 148
Reductions - - - - (18) - - - (148) (166)
Depreciation for the
period - (61) (20) (108) (59) (40) 3) - 9) - (300)
Changes in
depreciation - - - - 7 - - - 5 - 12
Book value at theend 465 3001 95 380 232 79 32 - 37 - 4321
June 30, 2020 -
Acquisition cost 465 3271 131 724 485 236 140 7 151 - 5610
Depreciation - (270) (36) (344) (253) (157) (108) (7) (114) - (1,289)
Book value 465 3001 95 380 232 79 32 - 37 - 4321

The tangible fixed assets related to subsidiaries held for sale as of June 30, 2020are worth BGN 1 thousand.

The consolidated cash flow statement should be read in conjunction with the explanatory notes set out on pages 8 to 54,
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3.02. Intangible assets

ALLTERCO JSCo
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Software Software ISO Patents, licenses, Internally Expenses for Total
platform products certificates trademarks, developed acquisition of
and and prototypes  products fixed tangible
internally intellectual assets
generated property
platforms rights
January 01, 2019
Acquistion cost 909 292 893 2053 724 854 5725
Depreciation (507) (85) (104) (283) (46) - (1,025)
Book value 402 207 789 1770 678 854 4700
Acquisitions - - - 77 193 1075 1345
Purchase - - - 77 38 7 122
Capitalized costs - - - - - 1223 1223
Put into operation/ transfers - - - - 155 (155) -
Reductions (book value) (402) (207) - (422) (494) - (1,525)
Written-off of assets of sold
investments (402) (207) - - (494) - (1,103)
Other manner - - - (422) - - (422)
Depreciation for the period - - (82) (245) (105) - (432)
Changes in depreciation 507 85 22 47 21 - 682
Depreciation on  written-off
assets - - - 47 - - 47
Depreciation written-off of assets
of sold subsidiaries 507 85 22 - 21 - 635
Book value at the end - - 707 1180 272 1929 4088
December 31, 2019
Acquistion cost - - 871 1661 402 1929 4863
Depreciation - - (164) (481) (130) - (775)
Assets of companies intended
for sale - - (705) - (152) - (857)
Book value - - 2 1180 120 1929 3231
Acquisitions - - - - 572 369 941
Depreciation for the period - - - (161) (63) - (224)
Changes in depreciation - - - - 40 - 40
Book value at the end - - 2 1019 669 2298 3988
June 30, 2020 - - - - - -
Acquistion cost - - 166 1661 822 2098 4947
Depreciation - - (164) (642) (153) - 959
Book value - - 2 1019 669 2098 3988

The fixed intangible assets related to subsidiaries held for sale as of June 30, 2020 amount to BGN 757

thousand.

The consolidated cash flow statement should be read in conjunction with the explanatory notes set out on pages 8 to 54,
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3.03. Assets with right of use
Transportation Buildings Total

vehicles
January 01, 2019 -
Acquisition cost - - -
Depreciation - - -
Book value - - -
Acquisitions 127 9 136
Operating lease 127 9 136
Reductions - - -
Depreciation for the period 42) (3) (45)
Book value at the end 85 6 91
December 31, 2019 -
Acquisition cost 127 9 136
Depreciation 42) (3) (45)
Book value 85 6 91
Depreciation for the period (21) (2) (23)
Book value at the end 64 4 68
June 30, 2020
Acuisition cost 127 9 136
Depreciation (63) (5) (68)
Book value 64 4 68

IFRS 16 Leasing was adopted by the EU on October 31, 2017 and enters into force on January 01,
2019. The Group has applied a simplified retrospective approach, making no adjustments for
previous periods.

The Group has concluded lease agreements for renting office spaces and vehicles used in its activity.
The depreciation periods are between 1 and 4 years with option for extention.

3.04. Goodwill

Name June 30, 2020 December 31, 2019
Global Teracomm Inc., USA 34 34
Allterco SDN, Malaysia 30 30
Alltreco PTE Ltd, Singapore 3091 3091
Allterco Properties EOOD 126 126
Total: 3281 3281

Impairment of goodwill
The Group's management has undertaken the necessary procedures to perform the mandatory
impairment test of the goodwill recognized in the consolidated statement of financial position for

The consolidated cash flow statement should be read in conjunction with the explanatory notes set out on pages 8 to 54,
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the acquisition of the subsidiaries. For this purpose, it is assumed that each individual company
appears as a "cash-generating unit".

As a result of an analysis of the need for impairment of goodwill, the Group's management
recognized an impairment of goodwill in the amount of BGN 4,904 thousand as of December 31,
2019. As of June 30, 2020 there is no recognized and accrued impairment of goodwill.

3.05. Other long-term capital investments

June 30, 2020 December 31, 2019
i i h - Vi P II
Ordinary reg%stered shares - Victory Partners V 3053 3053
Norway Holding AS
3.06. Deferred tax assets
June 30, 2020 December 31, 2019
Impairment of goodwill 390 390
Provisions for liabilities 20 20
Accruals for unused leave 9 9
Total deferred tax assets 419 419
3.07. Inventory
June 30, 2020 December 31, 2019
Goods 1942 1285
3.08. Trade receivables
June 30, 2020 December 31, 2019
Receivables from customers (net) incl. 7120 7 553
- up to one year 4 065 4 498
- more than one year 3 055 3 055
Advances to suppliers 2911 3357
Assets intended for sale (1,428) (2,424)
Total: 8 603 8 486
3.09. Other receivables
June 30, 2020 December 31, 2019
TAX RECEIVABLES 572 117
Corporate tax 52 -
VAT refund receivable 460 98
Customs fees 60 19
Withholding tax 472 434
Assets intended for sale (472) (434)

The consolidated cash flow statement should be read in conjunction with the explanatory notes set out on pages 8 to 54,
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OTHER RECEIVABLES 13 121
Receivables on court disputes and out-of-court i 100
agreements
Deposits in trading companies and guarantees 13 50
Other receivables 100 31
Assets intended for sale (100) (60)
total: 585 238
3.10. Cash and cash equivalents
June 30, 2020 December 31, 2019
Cash in current accounts 11 603 11 400
Cash on hand 53 43
Other cash funds - debit cards - 2
Assets intended for sale (141) (514)
total: 11 515 10 931

The Group's cash funds are in bank accounts with banks with stable long-term ratings. Management

has assessed the expected credit losses on cash funds and cash equivalents. The estimated value is

less than 0.3% of the gross value of cash funds deposited with financial institutions, therefore it is

determined as insignificant and is not accrued in the consolidated financial statements of the Group

as of June 30, 2020.

3.11. Prepaid expenses

June 30, 2020 December 31, 2019
up to one More than Total up to thlz\illr:)f)ie Total
year one year one year year

Operating activity

Insurances 10 - 10 6 - 6

Others 28 - 28 29 - 29

Assets intended for sale - - - - - -

Total 38 - 38 35 35

3.12. Bank loans
The amortizable portion of bank loans is as follows:
June 30, 2020 December 31, 2019

Raiffeisenbank AD, including: 2749 2931
O up to one year 366 416
0 more than one year 2383 2515
Liabilities related to assets intended for sale -
Total bank loans - non-current portion: 2 383 2515
Total Bank Loans - current portion: 366 416

The consolidated cash flow statement should be read in conjunction with the explanatory notes set out on pages 8 to 54,
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Bank

Raiffeisenbank EAD (Solely-owned PLC)

Date of conclusion of the contract:

Borrower
Agreed loan amount:
Original currency

Purpose

Payout deadline

Collaterals

Creditor

August 25, 2017

Allterco JSCo

1 620 000

EUR

Financing up to 90% (excluding VAT) of the purchase price
of all company shares representing 100% of the capital of
the jointly-owned debtor Allterco Properties EOOD (Solely-
owned LLC), designated in the Share Purchase Agreement
concluded by and between the Borrower and JFC
Developments OOD (Ltd.)

May 10, 2029

Mortgage of real estate, owned by Allterco Properties
EOQOD (Solely-owned LLC), co-debtor - Allterco Properties
EOOD (Solely-owned LLC), pledge of all bank accounts of

Allterco JSCo with the bank

Raiffeisenbank (Bulgaria) EAD (Solely-owned PLC)

Date of the cash loan agreement
Borrower

Contractual amount

Original currency

Maturity

Purpose

Creditor

October 06, 2017

Allterco Robotics EOOD (Solely-owned LLC)
BGN 1,140 thousand

BGN

September 25, 2022

Investment

Raiffeisenbank (Bulgaria) EAD (Solely-owned PLC)

Date of the cash loan agreement
Borrower

Contractual amount

Original currency

Maturity

Purpose

Creditor

November 09, 2018

Allterco Robotics EOOD (Solely-owned LLC)
BGN 1,600 thousand

BGN

October 25, 2021

Investment

Raiffeisenbank (Bulgaria) EAD (Solely-owned PLC)

Date of the cash loan agreement
Borrower
Contractual amount

September 28, 2018
Allterco Robotics EOOD (Solely-owned LLC)
BGN 750 thousand

Original currency BGN

Maturity September 25, 2020

Purpose Working Capital

Creditor Raiffeisenbank (Bulgaria) EAD (Solely-owned PLC)
Date of contract September 2019

Borrower Allterco Robotics EOOD (Solely-owned LLC)

Total amount

up to EUR 1,000,000

The consolidated cash flow statement should be read in conjunction with the explanatory notes set out on pages 8 to 54,
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Purpose Working Capital
Currency EUR
Fixed maturity August 31, 2022
Collaterals Pledge of receivables
3.13. Lease
June 30, 2020 December 31, 2019
ub to More ub to More
P than Total P than Total
one year one year
one year one year
Leasing liabilities 70 111 181 126 111 237

Liabilities under lease agreements presented in the consolidated statement of financial position also

include the liabilities of the Group under rental agreements for offices and vehicles, which are

recognized in accordance with the requirements of IFRS 16 Leasing.

3.14. Trade liabilities

Suppliers

Advances from clients

Liabilities related to assets intended for
sale

Total:

3.15. Payables to personnel

Payables to personnel

Unused paid leave

Liabilities related to assets intended for
sale

Total:

3.16. Tax liabilities

Corporate tax

Value Added Tax and GST
Dividend tax

Income tax

Personal use tax

June 30, 2020 December 31, 2019
2563 3 669

346 448

(2,000) (2,708)

909 1409

June 30, 2020 December 31, 2019
91 72

86 87

(86) (65)

91 94

June 30, 2020 December 31, 2019
502 919

190 167

- 129

36 41

- 7

The consolidated cash flow statement should be read in conjunction with the explanatory notes set out on pages 8 to 54,
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Tax on representation expenses - 6
Tax on social expenses - 1
Other taxes - 5
Liabilities related to assets intended for (137) (158)
sale

Total: 591 1117

3.17. Other payables
June 30,2020 December 31, 2019

Liabilities for purchase of participations, incl. 675 675
-up to1year 675 675
- over 1 years - -
Guarantees/ deposits for rent 15 94
Other payables 3 3
Liabilities related to assets intended for sale 3) ©)]

Total other liabilities - non-current portion: - -

Total other liabilities - current portion: 690 769

3.18. Registered capital

Allterco JSCo was incorporated in 2010. The Company's share capital as of December 31, 2018 is
BGN 15,000,000 (fifteen million) and is divided in 15,000,000 (fifteen million) ordinary registered
shares with a nominal value of BGN 1 each. The share capital is fully paid in by four contributions:

The first issue was made at the incorporation of the Company in the form of a non-monetary
contribution of BGN 50,000. Dimitar Stoyanov Dimitrov has made an in-kind contribution in the
amount of BGN 25,000, representing ordnary registered voting shares with a nominal value of BGN
1 for each share of the capital of Teravoice AD (PLC). Svetlin Iliev Todorov has made an in-kind
contribution in the amount of BGN 25,000, representing ordinary registered voting shares with a
nominal value of BGN 1 for each share of the capital of Teravoice AD (PLC).

In 2010, a second non-monetary contribution amounting to BGN 5,438,000 was made, and the
contributors are Dimitar Stoyanov Dimitrov and Svetlin Iliev Todorov. The non-monetary
contribution represents shares, with monetary valuation, prepared according to prepared by the
Registry Agency - Commercial Register. Appointment of Experts No. 20100325163625 - March 26,
2010 pursuant to Art. 72, Paragraph 2 of the Commercial Act, for a total value of BGN 5,438,000.

At the end of 2015, a new issue of 8,012,000 (eight million and twelve thousand) ordinary registered
voting shares was issued, with a par value of BGN 1 (one) each.

At the end of 2016 the capital of "ALLTERCO" JSCo was increased by a new issue in the amount of
1,500,000 (one million and five hundred thousand) shares based on the successfully conducted IPO,
as stipulated in the Prospectus for public offering of shares, confirmed by the Financial Supervision

The consolidated cash flow statement should be read in conjunction with the explanatory notes set out on pages 8 to 54,
which form an integral part of the financial statements attached Page 38 of 53



»

ALLTERCO

EXPLANATORY NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AS OF 30 JUNE 2020

Unless otherwise stated, all amounts are in BGN thousand

ALLTERCO JSCo
UIC 201047670

Commission by Decision No. 487-E dated July 08, 2016 entered in the Commercial Register under

No. 20161108100414 on November 08, 2016.

At the end of the accounting periods the shareholders of the company are:

Name Number of % in the
shares: capital
Svetlin Todorov 5,776,120 pcs. 38.51 %
Dimitar Dimitrov 5,776,120 pcs. 38.51 %
Victor Atanasov 1,120,500 pcs. 7.47 %
Other individuals and legal entities 2,327,260 pcs. 15.51 %
Total 15,000 000 pcs 100.00%
Earnings per share June 30, 2020 June 30, 2019
Net profit for the accounting period in BGN 2785 859
Average number of shares: 15 000 000 15 000 000
Earnings per share in BGN: 0.186 0.057
3.19. Retained earnings
June 30, 2020 December 31, 2019
Opening balance 13 531 12 227
Net profit (to owners of parent-company) 2 858 7777
Transfer of emissions reserve - 104
Profit distribution incl. for: - (2,947)
- reserves - (247)
- distribution of dividends - (2,700)
Reduction on sale of investments - (3,039)
Foreign exchange rate differences from translation
of financial statements of foreign operations of sold - 17
investments
Retained earnings 16 389 13 531
4. Notes to the consolidated statement of comprehensive income
4.01. Sales revenue and direct cost
Six months of 2020 Six months of 2019
Services Services
Production Goods and  Total: Goods and Total:
rentals rentals
Revenue from sale 619 14243 3674 18 536 6 764 17 280 24 044
Cost of goods sold 254 -6,151 - -6,405 -2,988 - -2,988
Cost of services - - -3,476 -3,476 - -14,050 -14,050
Cost of sales 254 6151  -3476  -9,881 2,988 14,050  -17,038
Gross profit 365 8 092 198 8 655 3776 3230 7 006

The consolidated cash flow statement should be read in conjunction with the explanatory notes set out on pages 8 to 54,

which form an integral part of the financial statements attached

Page 39 of 53



»

ALLTERCO ALLTERCO JSCo
EXPLANATORY NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS UIC 201047670
AS OF 30 JUNE 2020
Unless otherwise stated, all amounts are in BGN thousand
4.02. Other operating income
Six months of 2020 Six months of 2019
Income from interest 1 1
Revenues from foreign exchange rate differences 52 82
Other operating income 49 9
Total: 102 92
4.03. Administrative expenses
Six months of 2020 Six months of 2019
Salary and social security contributions 2595 2887
Expenses for external services 1558 1246
Material expenses 124 163
Depreciation and amortization 547 768
Other administrative expenses 322 356
Total: 5146 5420
4.04. Other operating expenses
Six months of 2020 Six months of 2019
Written-off receivables 3 0
Bank fees 35 44
Expenses on foreign exchange operations 154 381
Total: 192 425
4.05. Financial expenses
Six months of 2020 Six months of 2019
Interest on loans 36 45
Interest on finance lease 4 3
Commissions factoring - 47
Total: 40 95
5. Contingent liabilities and commitments
COLLATE
Joint Amount/| Financial RAL
Contract Annex Creditor Debtor debtor/Guar Limi . Term | provided
imit conditions
antor by the
borrower
Tera Contract for
L Reference .
Communicati interest rate and special
e ALLTERCO | ons AD (PLC) . pledge  of
. Annex: Raiffeisenbank a margin of 2 :
Factoring . ROBOTICS | (dropped out) . receivables
July 27, 2017 Bulgaria EAD BGN | points but not
November 09, EOOD Allterco JSCo - o February 09,2021 | on bank
INovember 12, 2018 (Solely-owned .. 600,000 | less than 2% of
2016 Solely- joint  debtor, accounts;
October 28, 2019  [PLC) . the aggregate
owned LLC) | replacing Tera :
A annual interest .
Communicati rate: Promissory
ons AD (PLC) ’ note for the
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pursuant  to
Annex 2 dated
November 12,
2018.

Annual
management
fee;

Fee for invoices
processing

value of the

limit  plus
10% interest
per annum
on the
amount

from the
date of

issue, with a
deadline for

submission
March 09,
2021,
Tera
Communicati
o 1D 1 Rl
(replaced) . y
Teravoice Reference interest project;
EAD (Solely- rate and a margin|
Ei\;:;mem loan owned PLC) - of 2.7points but fel(e:i%?alilfes
dated  October ALLTERCQ) oMt debter pot ess than 27 on Current
06, 2017 Raiffeisenbank | ROBOTICS gfft’eizz ])SCO_ e onte anmual accounts of
contract Annex 1 dated  [Bulgaria EAD | EOOD a sarantor 1139590 ingtgereft rate: September 25, 2022 the
according to art. | October 31, 2018 |(Solely-owned | (Solely- un de% Art BGN ’ P ’ Borrower
114, Paragraph IPLC) owned 114 ' Management
10 of the Public LLC) ' nag Pledge of
Offering of Paragraph 10 fee; machinery
Securities Act of the Public and
Offering  of Commitment .
Securities Act, fee equipment
. subject to
according  to the profect
Annex 1 dated P ].
October 31, subsidy;
2018.
Mortgage
on real
estate,
owned by
Allterco
Properties
EOOD
Investment loan Tera A (Solely-
August 25 Communicati Fixed interest owned
’ ons AD (PLC) LLC);
2C0]7t ¢ und Raiffeisenbank - joint debtor raktle for th(? q
A(r)tn rac unllzr Annex 1 dated  [Bulgaria EAD | Allterco (dropped out) | 1620000 ;\L/ (;Iinlfslllo i Mav 10, 2029 Pledge of
: " | October 31, 2018 ((Solely-owned | JSCo Allterco EUR | °° Y y receivables
Paragraph 10 of IPLC) Robotics on
the Public EOOD (Solely- Management 1 "
Offering of Y fee a’accounts
Securities Act .()v.vned LLC) - of the group
joint debtor opened
with the
bank;
Pledge
under
Financial
Collateral
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6. Related Parties Transactions

The companies included in the Group are disclosed in item 1.4. During the reporting period, the
Group did not conduct transactions with related parties outside the Group, which are not subject to

elimination in the preparation of this consolidated report.

7. Financial instruments by category
The accounting policies for financial instruments are applied to the items listed below

Structure of financial assets and liabilities as of June 30, 2020 by category:

June 30, 2020
Financial assets
Cash and . . measured at fair . .
Financial assets Financial assets at
cash value through .
. measured at fair value through Total
equivalent . other .
amortized cost . profit and loss;
s comprehensive
income
Financial assets according to the
statement of financial position
Cash and cash equivalents 11515 - - - 11515
Trade receivables - 5548 - - 5548
Deposits in trading companies and 13 13
guarantees
TOTAL FINANCIAL ASSETS 11 515 5561 - - 17 076
June 30, 2020

Financial liabilities  Financial liabilities

Financial liabilities Measured at specifically measured at fair Total
measured at amortized defined value (pooled value through profit
cost category) and loss;
Financial liabilities according to the
statement of financial position
Financial lease 181 - - 181
Bank loans 2749 - - 2749
Trade payables 909 - - 909
Liabilities for participations 675 - - 675
Guarantees 15 - - 15
TOTAL FINANCIAL LIABILITIES 4 529 - - 4 529
December 31, 2019
Financial assets
Financial assets measured at fair ~ Financial assets
Cash and value through at fair value
equivalents mea.sured at other through profit Total
amortized cost .
comprehensive and loss;
mcome
Financial assets according to the
statement of financial position
Cash and cash equivalents 10931 - - - 10931
Trade receivables - 5431 - - 5431
Deposits in trading companies and ) 50 ) ) 50
guarantees
TOTAL FINANCIAL ASSETS 10931 5481 - - 16 412
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December 31, 2019
Financial liabilities Financial liabilities
Financial liabilities e .
measured at specifically measured at fair
measured at . Total
X defined value (pooled value through
amortized cost X
category) profit and loss;
Financial liabilities according to the
statement of financial position
Lease 237 - - 237
Bank loans 2931 - - 2931
Trade payables 1409 - - 1409
Liabilities for participations 675 - - 675
Guarantees 94 - - 94
TOTAL FINANCIAL LIABILITIES 5 346 - - 5 346

8. Financial risk management

In the course of their normal business, the Group companies may be exposed to various financial
risks, the most significant of which are: market risk (including currency risk, risk of changes in fair
value and price risk), credit risk, liquidity risk and interest rate risk. Overall financial risk
management is focused on forecasting the performance of certain areas of the financial markets to
minimize potential adverse effects that could affect the financial performance. Financial risks are
currently identified, measured and monitored through various control mechanisms to determine
the adequate prices of the materials, goods and services used by the Group companies and the
borrowed capital, as well as to adequately assess the market circumstances, the investments they
made and the forms of maintaining liquidity reserves without exposure to unjustified concentration
of a financial risk.

Financial risk management is currently carried out under the direct control of the Group's
management and financial experts in accordance with a policy established by the Board of Directors
of the Parent-company, which has developed the basic principles of general financial risk
management, on the basis of which the specific procedures for mitigating the individual specific
financial risks, such as currency, price, interest, credit and liquidity risk and risks arising from usage
of derivative and non-derivative instruments.

The various types of financial risks to which Group companies are exposed in the course of their
business operations are described below, as well as the approach taken in their management.

Market Risk.
a. Currency risk
a. Currency risk

The Group companies carry out their transactions locally, some in the European Union and others
in third countries (Asia). The biggest portion of purchases made by Group companies are
denominated in Bulgarian lev (BGN), Euro, Singapore dollars and US dollars. There are also small
portion of supplies in Australian dollars and Malaysian Ringgit. In order to control foreign exchange
risk, a system for planning of deliveries from countries inside and outside the European Union was
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introduced, as well as procedures for daily monitoring of movements in foreign exchange rates of

foreign currencies and control of forthcoming payments.

The tables below summarize the exposure to currency exchange rates:

June 30, 2020

Cash and cash equivalents,

Trade receivables

Deposits in trading companies and guarantees
TOTAL ASSETS

June 30, 2020

Financial lease

Bank loans

Trade payables
Liabilities for interest
Guarantees

TOTAL LIABILITIES

December 31, 2019

Cash and cash equivalents,

Trade receivables

Deposits in trading companies and guarantees
TOTAL ASSETS

December 31, 2019

Lease

Bank loans

Trade payables
Liabilities for interest
Guarantees

TOTAL LIABILITIES

Currency sensitivity analysis

in EUR in USD in BGN total
BGN’000 BGN’000 BGN’000 BGN’000
6 561 449 4 505 11515
2176 2454 918 5548
13 13
8737 2903 5436 17 076
in EUR in USD in BGN total
BGN’000 BGN’000 BGN’000 BGN’000
125 - 56 181
2642 - 107 2749
445 64 400 909
- - 675 675
- - 15 15
3212 64 1253 4529
in EUR in USD in BGN total
5372 444 5115 10 931
4 468 73 890 5431
20 - 20
9 840 537 6 005 16 382
in EUR in USD in BGN total
169 - 68 237
2774 18 139 2931
349 172 888 1409
- - 675 675
- - 94 94
3292 190 1864 5 346

The Group companies are not exposed to foreign exchange risk with respect to their euro

transactions.

Currency risk is associated mainly to payments in US dollars and other foreign currencies. As of June
30, 2020, 16% of the Group's financial assets are in US dollars and 51% in EUR.

b. Price risk
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Group companies are exposed to a specific price risk with respect to the prices of the services
provided. Minimizing the risk of negative changes in the prices of services subject to business
transactions is achieved by periodically analyzing and discussing contractual relations in order to
review and update prices in the light of market changes.

The Group companies do not hold investments in subsidiaries, the shares of which are listed on
stock exchanges - accordingly, they are not exposed to financial risks from negative changes in the
stock markets. The Group does not have a portfolio of available-for-sale short-term financial
investments.

Risk of interest-bearing cash flows

There is no significant concentration of interest-bearing assets in the Group companies, except for
loans granted, deposits and free cash on current accounts with banks. For this reason, income and
operating cash flows are largely independent of changes in market interest rates.

At the same time, the cash outflows of the Group companies for 2019 and the six months of 2020 are
exposed to interest rate risk from the use of bank loans in EUR, agreed with a variable interest rate.

Cash in current accounts with banks is subject to interest at interest rates according to the tariffs of
the respective banks, which are kept relatively constant over a longer period of time.

The exposure of the Group companies to changes in market interest rates is constantly monitored
and analyzed. Different scenarios of refinancing, renewal of existing interest rates and alternative
financing are simulated. The simulations cover only significant positions bearing interest rate.

June 30, 2020 interest-free “{ith floating . with fixed total

interest rate interest rate

BGN’000 BGN’000 BGN’000 BGN’000
Cash and cash equivalents, 11515 - - 11 515
Loans granted - - - 0
Trade receivables 5548 - - 5 548
Deposits in trading companies 13 i ) 13
and guarantees
TOTAL ASSETS 17 076 0 0 17 076
Financial lease - - 181 181
Bank loans - 107 2642 2749
Trade payables 909 - - 909
Liabilities for interest 675 - - 675
Guarantees 15 - - 15
TOTAL LIABILITIES 1599 107 2 823 4529
December 31, 2019 interest-free “tith floating . with fixed total
interest rate interest rate
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BGN’000 BGN’000 BGN’000 BGN’000

Cash and cash equivalents, 3 696 - 7235 10 931
Trade receivables 5431 - - 5431
D o . .

eposits in trading companies and 20 ) i 20
guarantees
TOTAL ASSETS 9147 - 7235 16 382
Lease - 19 218 237
Bank loans 18 139 2774 2931
Trade payables 1409 - - 1409
Liabilities for interest 675 - - 675
Guarantees 94 - - 94
TOTAL LIABILITIES 2196 158 2992 5 346

Credit Risk

The financial assets of the Group companies are concentrated in two groups - cash (cash on hand
and in bank accounts) and receivables from customers.

Credit risk is mainly the risk that the customers of the Group companies will not be able to repay
the amounts due by them in full and within the usual time limits. Receivables from customers are
presented in the Consolidated statement of financial position at fair value. An impairment charge
for doubtful and difficult-to-collect receivables has been accrued since, according to previous
experience, there were events leading to losses from uncollectibility.

The Group companies do not have a significant concentration of credit risk. Their policy is to
negotiate a credit period that is longer than 60 days only with customers who have a long history
and commercial cooperation with them. Payments from customers are made both in cash and by
bank transfer.

A part of the Group's revenue is generated by mobile operators, which in most cases are large
companies with a very good credit rating.

The collectability and concentration of trade receivables is monitored on an ongoing basis, in
accordance with the established policy of the Group companies. For this purpose every day the
Finance and Accounting Departments review the open positions on customers and receipts, and
make an analysis of outstanding amounts.

As of June 30, 2020, the cash and banks transfers of Group companies are allocated to several banks,
which limits the risk with respect to cash and cash equivalents.

Liquidity risk
Liquidity risk is the risk that companies have difficulties meeting their obligations with respect to
financial liabilities settled with cash or another financial asset. Most of the clients of the companies

in the Group are mobile operators that have a very good credit rating and meet the payment
deadlines.
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The Group's companies maintain a conservative liquidity management policy aimed at constantly
maintaining an optimum cash reserve and ability to finance their business. They also use borrowed
credit resources.

In order to control the liquidity risk, the companies of the Group monitor the immediate payment
of the newly incurred liabilities, and the accumulated old ones are repaid under individual
agreements with the debtors.

The Group companies monitor and control the actual and projected cash flows for future periods
and try to match the maturities of assets and liabilities. On an ongoing basis the maturity and timely
payment are monitored from financial and accounting department and daily information on
available cash and future payments is provided to the management.

Capital risk management

Through capital management, the Parent Company aims to create and maintain its ability to
continue to operate as a going concern and to ensure the appropriate return on investment of
shareholders, economic benefits to stakeholders and participants in its business, as well as to
maintain optimal capital structure to reduce cost of capital.

Alterco JCSo monitors on a current basis the security and the capital structure based on the debt
ratio. This is the ratio between net debt to total capital. Net debt equity is defined as the difference
between all borrowings (current and non-current) as reported in the Consolidated Statement of
Financial Position and cash and cash equivalents. The total amount of committed capital is equal to
the sum of equity capital and net debt capital.

The strategy of the Company's management is to maintain a debt ratio that is not higher than 50%.

The table below shows the ratios of indebtedness based on capital structure as of:

June 30, 2020* December 31, 2019*

Total debt capital, incl.: 7 546 9555
- Bank loans 2749 2931
- Lease liability 181 237
Reduced by cash and cash equivalents 11515 10 931
Net debt capital -3,969 -1,376
Total equity 33 168 30 336
Total capital 29199 28 960
Debt ratio 0.00% 0.00%

The group has no indebtedness for 2019, as cash fund is more than total debt capital.

9. Fair value

Usually external independent appraisers are used for the assessment of fair value of significant
assets. The need of external appraisers is assessed annually by the management of the Company.
External appraisers are selected based on their professional experience, qualities and reputation.
After discussions with the appraisers, the Management have to decide which appraisal techniques
and input data are most appropriate to be used in each particular case.
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The Group's policy is to disclose in its financial statements the fair value of financial assets and
liabilities for which market prices are quoted.

For the purpose of fair value disclosure, the Company determines different classes of assets and
liabilities, depending on their nature, characteristics and risk, and on the relevant level in the fair
value hierarchy set out in Significant Accounting Policies.

The Company's management has estimated that the fair values of cash and cash equivalents, trade
receivables, trade payables, finance lease and bank loans are close to their book values due to the
short-term nature of these instruments and their timely repayment over time.

The table below shows the book value and fair values of financial assets and liabilities, including
their levels in the fair value hierarchy. Fair value information is not presented if the book value is
reasonably close to fair value.

As of June 30, 2020 Book value Level 1 Level 2 Level 3
Financial assets

Cash and cash equivalents, 11515 - - -
Trade receivables 5548 - - -
Deposits in trading companies 13 ) ) )
and guarantees

TOTAL ASSETS 17076 - - -
Financial liabilities

Financial lease 181 - - -
Bank loans 2749 - 2749 -
Trade payables 909 - - -
Liabilities for interest 675 - - -
Guarantees 15 - - -
TOTAL LIABILITIES 4529 - 2749 -

10. Events occurring after the date of the consolidated financial statements
Supplement to the Prospectus

Based on a resolution of the Board of Directors held on January 24, 2020 on capital increase through
initial public offering of 3 million newly issued shares and its parameters, the Company has
submitted for approval by the Financial Supervision Commission a Prospectus for increase of capital
(Prospectus).

By decision No. 143 dated February 18, 2020, the Financial Supervision Commission approved the
Prospectus and it was published on the website of the issuer and the investment intermediary.

In connection with new circumstances - published by the company audited consolidated annual
financial statements for 2019, as well as the company's intention to make a public offering in
territories outside the Republic of Bulgaria, namely - the Federal Republic of Germany and the
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Italian Republic, the Company has prepared an Supplement to the Prospectus approved by Decision
405-E dated June 11, 2020 of the Financial Supervision Commission.

In connection with new circumstances - an out-of-court claim filed with the Company by Link
Mobility Group AS - in compliance with the instructions of the Financial Supervision Commission,
the Company has prepared and submitted for approval a new (second) Supplement to the
Prospectus. Although, according to the preliminary assessment of the Company, the claim is
unfounded and is not expected to affect the financial results and stability of the company, for the
sake of completeness, consistency and comprehensibility of the information a new (second)
Addendum to the Prospectus was prepared, confirmed by Decision No. 601-E dated August 13, 2020
of the Financial Supervision Commission.

At present, the public offering has not started, and the company will publish an additional explicit
announcement under Art. 92a of the Public Offering of Securities Act regarding the start and end
date of trading of rights and subscription of shares, as well as other essential information for the
investors in connection with the terms of the offer.

Acquisition of real estate

On July 10, 2020, the subsidiary Alterco Properties EOOD (Solely-owned LLC) entered into a final
contract for the acquisition of an adjacent to the business building owned by it, real estate property
in Cherni Vrah Blvd., in the area of r.a. Krastova Vada, Sofia. It is envisaged that the real estate will
be used to expand the building facility, in order to provide additional office and storage space to
meet the needs of the subsidiaries of the holding of ALLTERCO JSCo. The transaction was entered
in the Property Register at the Registry Agency.

Measures in connection with COVID-19

On March 13, 2020, the National Assembly of the Republic of Bulgaria declared a state of emergency
in the country due to the coronavirus epidemic (COVID-19) and intensified anti-epidemic measures
and restrictions were introduced. The state of emergency was lifted on May 13, 2020, but most of the
anti-epidemic measures remained in force, and at the moment their gradual abolition has begun.

At this stage of development of the situation with the coronavirus, given the dynamics with which
it develops, it is practically impossible to make a reliable assessment and measure the possible effects
of the pandemic on the activities, assets and economic development of the Company and its
subsidiaries, especially in long-term perspective.

The overall economic impact of COVID-19 could also affect the company's performance, such as:

e Decreased purchasing power of the population and declining consumer demand as a result
of the general economic crisis could have a negative effect on companies' revenues.

e There is a limited risk of declining sales associated with the cancellation of trade fairs and
conferences;

The company has undertaken measures to limit the impact of this situation on business and ensure
the continuity of work and production processes and the supply chain.
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e Production and deliveries from China are on time;
e Allterco also started production in Bulgaria to ensure the continuity of the whole process.

e Orders from end customers are executed on time without delay, and contracts have been
concluded with new logistics companies.

In order to prevent the reduction of revenues and limit the possible effects of reducing the
purchasing power of some countries in Europe, the companies from the group of Allterco JSCo. have
taken the necessary measures to maintain sales levels, as follows:

¢ Placing on the market of new products, some of them related to reducing the risk of infection
and improving air purity, remote diagnosis of patients with Covid-19, as well as personal
diagnostic means;

e Successful registration as a wholesaler of medical devices in the Executive Agency for
Medicines of the subsidiary of Allterco JSCo - Allterco Trading EOOD (Solely-owned LLC);

e Active continuation of the activity of medical certification of products from the MyKi Care
series;

Based on the actions taken and observations on the business so far, the management of the Company
expects the pandemic of COVID-19 and the measures introduced in connection with it on an
international and national scale not to have a significant impact on the activity and financial
condition of Allterco JSCo and the companies from the group.

Next, as shown by Decree No. 55 dateed March 30, 2020 for determining the terms and conditions
for payment of compensation to employers in order to maintain the employment of employees in an
emergency situation, the IoT sector in which operate companies from the group, is not or will be
significantly less affected than other sectors of the economy. It is true that the retail trade occupies a
significant part of the business of the companies in the group, but as its activity is carried out mainly
online, it is not expected a significant negative effect on it from the state of emergency regarding
COVID-19. Moreover, on-line commerce is the preferred, and sometimes the only way to shop under
the restrictions imposed by the state of emergency.

Last but not least, in case of need, Allterco JSCo has sufficient financial resources to cover its
expenses in the short term. At present, the Company does not report delays in the fulfillment of
obligations for payments to suppliers and payments from customers.

The Company estimates that there is no other information that is not publicly disclosed by the
company and that would be important to shareholders and investors when making a reasoned
investment decision.
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1. Information about the group
1.1. Legal status

Allterco JSCo (Parent-company), city of Sofia is entered in the Commercial Register of the Registry
Agency with UIC as per Bulstat (Unified Identification Code as per the Bulgarian Statistical
Register): 201047670. The Parent-company having its seat address and management address at city
of Sofia 1407, 103, Cherni vrah Blvd. The Company is registered with a share capital of 5,488,000
(five million four hundred eighty-cight thousand) BGN, distributed in 5,488,000 ordinary registered
voting shares with par value of BGN 1 each. The registered share capital of Allterco JSCo is fully
paid up. At the end of 2015, the capital was increased to BGN 13,500 thousand through cash and
non-cash contributions. At the end of 2016, the capital was increased to BGN 15,000 thousand after
the successful initial public offering of the Bulgarian Stock Exchange.

1.2. Ownership and Management

The Allterco Group includes Allterco JSCo (the parent-company) and its subsidiaries, in which the
parent-company has a direct or indirect controlling interest. Allterco J5Co s a public company under
the Public Offering of Securitics Act.

The distribution of the share capital of the company Allterco JSCo at the end of the last two financial
years is as follows:

Name % in the capital
Svetlin Todorov 38.51 %
Dimitar Dimitrov 38.51 %
Victor Atanasov 747 %
Other individuals and legal entities 15.51 %
Total 100.00%

Allterco JSCo is managed and represented by Svetlin Todorov and Dimitar Dimitrov.

Members of the Board of Directors as of December 31, 2018 is as follows:
1. Dimitar Stoyanov Dimitrov
2. Nikolay Angelov Martynov
3. Svetlin [liev Todorov

By a resolution of the Extraordinary General Meeting of Sharcholders held on De
the Board of Directors was reduced from 5 to 3 members.

The consolidated cash flow statement should be read in conjunction with the explanatory notes set W#
which form an integral part of the financial statements attached
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1.3. Scope of business activity
The main activity of Allterco JSCo is the acquisition, management, evaluation and sale of holdings
in Bulgarian and foreign companies; acquisition, management and sale of bonds; acquisition,
evaluation and sale of patents, assignment of licenses for use of patents of companies in which the
Company participates; financing of companies in which the Company participates.
The group companies' portfolios include the following main groups of services or products:

= Production and trade in IoT (Internet of Things) devices

= Value added services for mobile phone owners

1.4. Group structure
As of December 31, 2019 and in 2018, the Group includes and controls Allterco JSCo and the

following subsidiaries, in the country and abroad.

June 30, 2020 December 31, 2019
Name of the companies in which there are Percentage of Percentage of
participations (sharcholdings) participation participation
(shareholding) (shareholding)
In the country
ALLTERCO TRADING OOD (Ltd.) 100% 100%
IAII',}?'I‘ERCO ROBOTICS EOOD (Solely-owned Limited 100% 100%
Liability Company)
.AI.,}FTERCO PROPERTIES EOOD (Solely-owned Limited 100% 100%
Liability Company)
June 30, 2020 December 31, 2019

Name of the companies in which there are

Percentage of

Percentage of

participations (shareholdings) participation participation
(shareholding) (shareholding)

Omn abroad
ALLTERCO PTE LTD., Singapore 100% 100%
ALLTERCO SDN LTD., Malaysia 100% 100%
ALLTERCO CO. LTD, Thailand 49% 49%
GLOBAL TERACOMM INC., USA 100% 100%

2. Basics of accounting policies of the Group

The accounting policy defines the initial assumptions, principles, rules, bases and procedures
adopted by Allterco JSCo and its subsidiaries, hereinafter referred to as the Companies (the Group),
for accounting the activities of the companies and for presenting the information in the consolidated

financial statements,

The accounting policy is applied by the Group for the preparation of the interim and annual financial

statements for the year.

The consolidated cash flow statement should be read in conjunction with the explanatory notes set ou ﬁ-ages 8‘305’4
which form an integral part of the financial statements attached Pay
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International Accounting Standards Board (IASB), and the interpretations on their application
developed by the IFRS Interpretation Committee (IFRIC) adopted by the Furopean Union.

2.1. Basis for Preparation of the Annual Consolidated Financial Statements

The Group meets the criterion of a public interest entity and these consolidated financial statements
have been prepared in accordance with International Accounting Standards, an issue of the
International Accounting Standards Board, and adopted by the European Union.

As of June 30, 2020, [ASs include International Accounting Standards (IAS), International Financial
Reporting Standards (IFRSs), Interpretations of the Standing Interpretation Committee and
Interpretations of the IFRS Interpretation Committee. The IAS Board reissues annually the standards
and explanations thereof, which, after being formally approved by the European Union, are valid
for the year for which they were issued. However, many of them are not applicable to the company's
business because of the specific issues that are addressed in them.

2.2. Initial application of new and amended IFRSs in force for the current accounting period

The management of the Company has taken into account all standards and interpretations that are
applicable to its activitics and have been formally accepted for application by the EU as of the date
of preparation of these financial statements.

Management has reviewed the changes in existing accounting standards that entered into force on
January 1, 2020 and considers that they do notimpose significant changes in the accounting policies
applied during the current year.

Application of IFRS 16 Leasing

The Group has agreed to apply IFRS 16 using the modified retrospective method of application, with
cffect from 1 January 2019. According to this method, the standard is applied retrospectively and
the camulative effect of its initial application is recognized on the date of initial application.

When adopting IFRS 16, the Group has applied a single approach to recognition and measurement
for all leases, except for short-term leases and leases of low-value assets.

The standard provides for specific transitional requirements and practical measures that are applied
by the group accordingly.

Leases that have previously been accounted as operating leases, the Group recognizes right of use
assets and lease liabilities for those leases that were previously classified as operating leases, except
for short-term leases and leases of low-value assets.

The Group has also implemented the following practically appropriate measures:
- auniform discount rate is used for a portfolio of leases with similar characteristics;

- Ithas relied on its assessment of whether leases are onerous immediately preceding the date

of the initial application;

- the disposal for short-term leases is applied to the leases with a term that

months from the date of initial application of the standard;

£

The consolidated cash flow statement should be read in conjunction with the explanatory notes set ouNy
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- initial direct costs are excluded from the valuation of the right-of-use asset at the date of
initial application;

- by determining the lease term, when the contract contains options for extension or
termination of the lease, the available information is used

2.3. New Accounting standards and interpretations, not yet implemented by the Group

As of December 31, 2020, there are some new standards, amendments to some of the existing ones,
as well as clarifications that have been published and approved for implementation by the European
Union in future accounting periods. The Group's management believes that in terms of its activity
the following may be essential:

Amendments to IAS 1 Presentation of Financial Statements and IAS 8 Accounting Policies, Changes
in Accounting Estimates and Errors: Definition of Material,

The amendments are effective for annual periods beginning on or after January 1, 2020, and their
carlier application is permissible. The amendments clarify the definition of materiality and how it
should be applied by providing practical guidance that has been previously included in other IFRSs.
The amendments also explain that materiality depends on the nature and significance of the
information. The Group will analyze and evaluate the effocts of the changes on the financial position
or results of business activity.

Conceptual framework for financial reporting

On March 29, 2019, the IAS Board published the Amended Conceptual Framework for Financial
Reporting, which is effective for annual periods beginning on or after January 01, 2020. The
conceptual framework presents the concepts of financial reporting, development of standards,
guidelines for the development of consistent accounting policies and guidelines for the
understanding and interpretation of standards. The main changes introduced in the revised
Conceptual Framework for Financial Reporting are related to the concept of valuation, including the
factors that should be taken into account when choosing a valuation basis, as well as the concept of
presentation and disclosure, including which income and expenses are classified in other
comprehensive income. The conceptual framework also provides updated definitions of asset and
liability and criteria for their recognition in the financial statements. The Group will analyze and
evaluate the effects of the changes on the financial position or results of business activity.

IFRS 3 (amended) - Business Combinations

Effective for annual periods beginning on or after January 01, 2020, not adopted by the European
Commission. The change relates to the definition of "business” given in the appendices to the
standard and relates to the difficultics that the acquiring entity encounters in assessing whether a
business or a group of assets is being acquired. The amendment aims at the following: (a) clarify
that the acquired set of activities and assets, in order to be defined as a business, must include at
least the resources and operational processes involved, which together lead to the creats
product; b) narrow the definitions of "business" and "product” by focusing on the googésey]
provided to the customer and taking away the focus on the ability to reduce costs; ff 3y

The consolidated cash flow statement should be read in conjunction with the explanatory notes set
which form an integral part of the financial statements atiached
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(c) add guidance and illustrative examples to assist the entities in assessing whether an operating
process has been acquired; (d) remove the requirement to assess whether market participants are
able to replace the missing resources and operational processes in the acquired entity in order to
continue to create a product, and e) to add the option for the so-called a concentration test that allows
a simplified assessment of whether or not a set of activities and assets is a business.

In addition to the above, the Group's management does not consider it necessary to disclose in the
consolidated financial statements the name and interpretation of these International Accounting
Standards that have been modified and formally approved or disapproved by the European Union
that will be effective in the future but which will not relate to or will not have serious impact on its
activities. Such citation of standard names and explanations to them that are not implemented in the
Group's operations could lead to misunderstanding and misleading the readers of financial
statements.

2.4. Basis of preparation of the consolidated financial statements

These consolidated financial statements have been prepared on a historical cost basis and in
accordance with the requirements of the accrual basis, going concern, prudence, matching of
revenue and expenses, consistency of presentation.

v Current accrual

The financial statements, except for the cash flow statement, are prepared on an accrual basis. On
this basis, the effects of transactions and other events are recognized at the time of their occurrence
and not when the cash or cash equivalents will be paid. They are recorded in the accounting records
and accounted in the financial statements for the periods to which they relate.

v" Principle of going concern

The financial statements of the Group companies are prepared on a going concern basis, assuming
that the Company has neither the intention nor the need to proceed with the liquidation or reduction
of the volume of its operations, and intends to continue its operations for the foreseeable future.
When the annual financial statements have been prepared in accordance with this principle, but
there are known data and circumstances leading to uncertainty about the ability of the company to
continue its business, those data and circumstances should be disclosed.

[tems (elements of the financial statements) should be reco gnized as assets, liabilities, equity, income
and expenses when they meet the definitions and criteria set out in the General Standards for their
recognition.

Assets and liabilities or income and expenses are not compensated unless it is required or permitted

by an IFRS.

2.5. Functional currency and recognition of currency exchange rate differences

Functional and Reporting Currency

The consolidated cash flow statement should be read in confunction with the explanatory notes set out ¥
which form an integral part of the financial statements attached Pagd
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The data in the elements of the financial statements and the appendices thereto are presented in
BGN thousands, unless explicitly stated otherwise. Amounts over BGN 500 are rounded to BGN 1
thousand when presented in the financial statements and the attachment.

The Group's companies keep their accounting records in the functional currency of the country in
which they operate. The effects of exchange rate differences related to the settlement of foreign
currency transactions or the accounting of foreign exchange transactions at rates other than those at
which they were initially recognized are included in the statement of comprehensive income at the
time they occur, are treated as “other operating income and loss” and are presented net, except for
those related to investments and loans denominated in foreign currency, which are presented as
“Investment income” and “financial expenses”. Non-monetary assets and liabilities initially
denominated in foreign currencies should be translated to the functional currency using the
historical exchange rate at the date of the transaction and subsequently not revalued at the closing
exchange rate.

2.6. Transactions and balances

A transaction with foreign currency is recognized initially in the functional currency by applying
the foreign currency exchange rate (spot) between the functional currency and the foreign currency
at the time of the transaction or operation.

At each date of financial statement preparation:

(a) monetary positions, receivables and payables denominated in foreign currency are
recalculated into the functional currency using the exchange rate published by the BNB on the last
business day of the month of the report;

(b) non-monetary items held at historical cost in a foreign currency are translated using the
exchange rate at the date of the transaction, if an exchange rate other than that of the transaction
(average monthly, daily or other) is applied; and

(¢) non-monetary items held at fair value in a foreign currency are translated using the
exchange rates from the date when the fair value was determined.

Foreign currency exchange differences are recognized in accordance with IAS 21 The Effects of
Changes in Foreign Exchange Rates.

The items of the statement of financial position and statement of comprehensive income of foreign
companies of the Group, used a functional currency other than Bulgarian lev, are recalculated into
BGN to be included in the consolidated statement of the group as follows

= All monetary and non-monetary assets and liabilities (including comparative
information) are recalculated at the BNB closing exchange rate at the date of the
relevant statement of financial position;

= The income and expense items of each comprehensive income statement are
recalculated at the accounting date at the weighted average exchange raj
accounting year;

comprehensive income.

The consolidated cash flow statement should be read in conjunction with the explanatory notes set ol
which form an integral part of the Jinancial statements attached
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The cumulative amount of these exchange rate differences is presented in a separate component of
equity until the foreign operation is released.

2.7. Estimates

The presentation of financial statements in accordance with International Financial Reporting
Standards requires management to make the best estimates, accruals and reasonable assumptions
that have an effect on the reported values of assets and liabilities, of income and expenses, and of
the disclosure of contingent receivables and liabilities at the date of preparation of the financial
statements. These estimates, accruals and assumptions are based on information available at the date
of preparation of the financial statements, and therefore future actual results may differ. Some
estimates may involve a higher degree of subjective judgment or complexity or where the
assumptions and

the accounting estimates are material to the consolidated financial statements.

2.8. Subsidiaries

Subsidiaries are the entities on which Allterco JSCo exercises control as defined in IFRS 10
Consolidated Financial Statements.

The parent-company (the investor) controls the investee company if the investor has:
~ Powers on the company;
— Rights on the returns from participation in the company;

— Ability to use its powers over the entity in order to influence the amount of return on
investment.

Subsidiaries are controlled from the date on which control is acquired by the Group and
they cease to consolidate from the date on which control is assumed to have been lost.

2.9.Non-current assets classified as held for sale and assets included in group for release
classified as held for sale

In 2019, the Group's management has decided to sell certain subsidiaries. The carrying amounts of
assets and liabilities, as well as the results of operations related to the companies that are offered for
sale are presented below. In accordance with the requirements of IFRS 5 Non-current assets held for
sale in the accompanying consolidated financial statements the assets, related liabilities and financial
results are presented as subject to immediate sale. The Group did not recognize impairment in
respect of assets held for sale and related liabilities presented as assets held for sale as the
management believes that the expected proceeds received on a current and prospective basis,
reduced by the expected costs of the sale, will exceed their book value.

Assets June 30, 2020 (in BEK
Property, plant and equipment
Intangible non-current assets

Current receivables

The consolidated cash flow statement should be read in conjunction with the explanatory notes set ol
which form an integral part of the financial statements attached
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Other receivables 574
Cash and cash equivalents 141
Total assets 2 901

Liabilities

June 30, 2020 (in BGN

Trade payables 2000
Payables to personnel 86
Tax payables 137
Other payables 3
Total liabilities 2226

six months of 2020 (in BGN

Sales Revenue 3522
Cost of sales (3,425)
Gross profit 9
Other operating income 12
Administrative expenses (713)
Other operating expenses (18)
Operating loss (622)
Financial expenses (3)
Tax expenses 0
Loss from operations (627)

Assets December 31, 2019 (in BGN
Property, plant and equipment 3
Intangible non-current assets 857
Trade receivables 2424
Other receivables 494
Cash and cash equivalents 514
Total assets 4292

Liabilities December 31, 2019 (in BGN
Trade payables 2708
Payables to personnel 65
Tax payables 158
Other payables 3
Total liabilities 2934

Sales Revenue

Cost of sales

Gross profit

Other operating income
Sales expenses
Administrative expenses

2019 (in thousand BGN)
10 652
(9,975)

The consolidated cash flow statement should be read in confunction with the explanatory notes set 01}
which form an integral part of the financial statements attached Pajy
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Other operating expenscs (627)
Operating loss (484)
Financial expenses (1)
Tax expenses (123)
Loss from operations (608)

2.10.  Minority interest

Minority interest are valued at the proportionate share of identifiable net assets at the acquisition
date,

2.11. Consolidation

The consolidated financial statements of one group include the consolidated financial statements of
the parent company and the financial statements of subsidiaries prepared as at June 30, 2020. All
and the assets, liabilities, capital, income, expenses and cash flows of the group companies are
presented as such. belonging to one enterprise.

Subsidiaries are companies that are controlled by the parent company. Control occurs when the
parent company exercises its rights arising from its participation in the subsidiary’s capital and has
the ability to influence its return from investment through its power. The consolidated financial
statements have been prepared following the same accounting policies with respect to similar
transactions and business facts of all companies in the group. All mutual interests, as well as
significant internal transactions, balances and unrealized gains in the Group are climinated and the
financial statements are prepared using the full consolidation method. The results of operations of
the subsidiaries are included in the consolidated financial statements from the date of acquisition of
control over them and cease to be consolidated from the date on which such control is lost. When a
subsidiary is acquired as a result of an internal group restructuring, its net assets and financial result
are included from the beginning of the carliest accounting period presented in the financial
statements.

292 Revenues

Revenue from sales and operating expenses have been accrued at the time of their occurrence,
regardless of cash receipts and payments. The accounting and recognition of revenue and expenses
should be carried out in compliance with the requirement for a causal connection between them.

Revenue is measured at the fair value of the value of the consideration received or to be received or
paid remuneration, less any discounts provided.

The Group recognizes revenue when the amount of revenue can be measured reliably, when it is
possible for the Group to obtain future economic benefits, and when it meets specific criteria for
cach of the Group's activities, as specified below.

Amounts collected on behalf of third parties, such as sales taxes and value added tax, are excluded
from revenue.
® Revenue recognition under customer contracts

The consolidated cash flow statement should be read in confunction with the explanatory notes set out W
which form an integral part of the financial statements aitached Pagd
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Revenues in the Group are recognized when the control over the goods and/or services promised
in the contract with the customer is transferred to the customer. The control is transferred to the
customer upon fulfillment of the contractual obligations by transferring the promised goods and/or
rendering the promised services.

As a whole, the Group has come to the conclusion that it is the principal in its revenue arrangements,
as the Group generally controls the goods or services before transferring them to the customer.

The Group recognizes revenue when it meets its obligations under the terms of the contract, by
transferring the promised service to the customer. An asset (good or service) is recognized as
transferred after the customer obtains control over that asset.

* Evaluation of a contract with a customer
A contract with a customer is only available when, upon its entry into force, it:
v" has a commercial nature and motive;

v" the parties have approved it (verbally, in writing or on the basis of "established and generally
recognized business practice") and have committed themselves to implement it;

v the rights of each party may be identified with respect to the goods or services to be
transferred;

v' payment terms can be identified; and
v there is a high probability that the remuneration to which the company is entitled in the

performance of their contractual duties will be received.

In assessing collectability, all relevant facts and circumstances of the transaction should be taken
into account, incl, past experience, customary business practices, published rules and statements
made by the Company, collaterals and satisfaction opportunities.

A contract for which any of the above mentioned criteria has not yet been fulfilled shall be re-
evaluated each accounting period. Remuneration received under such a contract is recognized as a
liability (liability under a contract) in the statement of financial position until:

v" all criteria for recognition of a contract with a customer are not met;

v the company fulfilled its obligations and received all or almost all of the remuneration (non-
recoverable); and/or

v" when the contract is terminated and the remuneration received is not recoverable.

In the initial evaluation of its contracts with customers, the Company makes an additional analysis
and assessment of whether two or more contracts should be considered as one deal and respectively
whether the goods and/ or services promised in cach separate and /or combined contract should be
accounted for as one and/ or more performance obligations to fulfill.

Any promise to transfer goods and/or services that are separately identifiable (by th
in the context of the contract) is accounted as one performance obligations to fulfill.

The consolidated cash flow statement should be read in conjunction with the explanatory notes sef \
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The Company recognizes revenue for cach individual obligation to fulfill at the level of an individual
contract with a customer by analyzing the type, term and conditions for each specific contract.

= Measuring revenue under customer contracts
Revenue is measured on the basis of the transaction price set for each contract.

The transaction price is the amount of the remuneration the Company expects to receive, except for
the amounts collected on behalf of third partics. In determining the price of the transaction, the
Company takes into account the terms of the contract and its usual commercial practices.

*  Transaction price and payment terms

The transaction price typically includes a fixed sale price, according to a common or customer price
list.

= Variable remuneration

The variable remuneration is included in the transaction price only in so far as it is probable that no
material adjustment will be made to the amount of recognized cumulative revenue.

Revenues from services

The Company reports revenue from services, in compliance with the contractual commitments,
Revenues from services are recognized upon completion of the services (by sites).

Other revenue/income

Other income and revenue are recognized when the right to receive it is established. These include
rental income, interest dividends, benefits. Rental income/operating lease/is recognized for a
period equal to the term of the contract.

The Company's management has carefully researched its trading practices for possible changes in
the moment of recognition of revenue, performing a thorough analysis of the contracts concluded,
except for the most simplified ones, to determine the impact that the application of IFRS 15 will have
on the financial condition and financial result, Attention was focused on the new model for
transfering of goods and services based on control, which would change the moment of recognition
of the revenue in accordance with IFRS 15. As a result, management has determined that the new
revenue recognition framework will not change the accounting policies applied to date. There has
been no change in the performance obligations and the allocation of contract costs and revenue
recognition.

Depending on the nature of the business and the contracts with customers, management has

assessed the breakdown categories of revenue and disclosed them in Explanatory Note 4.01.

213. Expenses
The expenses of the Group shall be recognized at the time of their occurrence and of the basis of the
accrual principles and comparability. Expenses are recognized when there is a decrease in future

cconomic benefits associated with a decrease in an asset or an increase in a liability t,
measured reliably. Recognition of expenses for the current period is made when revenyfé i
An expense is recognized immediately in the income statement when the expense ¢

future economic benefits or when and to the extent that future economic bencefits d

The consolidated cash flow statement should be read in conjunction with the explanatory notes set out
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requirements or ceasc to meet the requirements for recognition of an asset in the balance sheet.
Expenses are accounted for on an accrual basis and are comparable to recognized revenue. They arc
measured at the fair value of the consideration paid or pending for payment.

Expenses for future periods shall be deferred for recognition as current expenses in the period in
which the obligations under the contracts to which they refer, were performed.

Financial expenses consist of interest expenses and other direct costs related to loans.
2.14.Property, plant and equipment

Property, plant and equipment (non-current tangible assets) are presented in the financial
statements at acquisition cost (cost) less accumulated depreciation and impairment losses.

Initial measurement

Upon initial acquisition, property, plant and equipment are valued at acquisition cost (cost price),
which includes the purchase price, customs charges and any directly attributable costs of bringing
the asset to working condition. Direct expenses are as follows: expenses for preparation of the object,
expenses for initial supply and processing, expenses for installation, expenses for project related
personnel remuneration fees, non-refundable taxes, etc.

When acquiring property, plant and equipment on a deferred payment basis, the purchase price is
equivalent to the present value of the liability, discounted based on the interest rate on the borrowed
resources of the company with a similar maturity and purpose. The difference between the cash
price equivalent and the general payment is recognized as interest over the course of the loan unless
it is capitalized in accordance with IAS 23.

Measurement after recognition

The approach chosen by the Group for the subsequent balance sheet measurement of property, plant
and equipment is the acquisition cost model - less any subsequent depreciation and any accumulated
impairment losses,

For all other classes of non-current tangible assets, the company has applied the acquisition cost

model.

Depreciation Methods

The Company uses a straight-line depreciation method for non-current tangible assets. Depreciation
of assets begins when they are available for use. The useful live of groups of assets are determined
in accordance with: physical wear and tear, the specifics of the equipment, future intentions for use
and with supposed obsolescence. The useful lives of asset classes are as follows:

Transportation vehicles 4 years
Computer equipment 2-5 years
Office equipment 3- 6,67 years
Other non-current tangible assets 6,67 ycars

The consolidated cash flow statement should be read in conjunction with the explanatory notes set §
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The useful life of non-current tangible assets is reviewed at the end of cach year and, if significant
deviations are found against future expectations for the useful life of the assets, it is adjusted
prospectively.

Derecognition of non-current tangible assets

The carrying amount of an item of property, plant and equipment is derecognized: on sale, when
no other economic benefits are expected from its use or if the asset is not available for some reason.

Gains or losses from the derecognition of an item of property, plant and equipment are included
in the statement of comprehensive income when the asset is derecognized (unless IAS 17 requires
otherwise in the sale and leaseback). Gains and losses on disposal of non-current assets are
determined by reducing the proceeds from the sale (disposal) by the carrying amount of the asset
and the costs associated with the sale. T hey are reported net in Other operating income in the
statement of comprehensive income. The portion of the revaluation resorve relating to the
derecognised asset is transferred directly to retained earnings.

The receivable from disposal of an item of property, plant and equipment is initially recognized
at fair value.

Intangible assets
Goodwill

Goodwill represents the excess of the acquisition cost (the consideration transferred) over the fair
value of the group's share of the net identifiable assets of the acquired company as of the date of
acquisition (the business combination). In the consolidated financial statements, it is initially
measured at acquisition cost (cost price) and subsequently at acquisition cost less accumulated
impairment losses. Goodwill is not subject to depreciation.

Goodwill arising on the acquisition of a subsidiary is presented in the consolidated statement of
financial position in the group of intangible asscts.

Individually recognized goodwill on the acquisition of subsidiaries is mandatory tested for
impairment at least once a year. Impairment losses on goodwill are not reversed. Gains or losses on
the sale (disposal) of a subsidiary of the Group also include the carrying amount of the goodwill,
deductible for the (released) company.

Each recognized goodwill is identified as belonging to a cash generating unit when a business
combination is first realized, and this unit is applied when carrying out the impairment tests. In
determining the cash generating umits, these units shall be considered, from which future benefit
were expected by the aqeuisiton in business combinations and on the occasion of which the goodwill
itself arose.

[mpairment losses on goodwill are presented in the consolidated statement of comprehensive
income (in profit or loss for the year) under the item Other operating expenses (impairment of non-
current assets).

Other intangible assets

The consolidated cash flow statement should be read in conjunction with the explanatory noies set o
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Intangible assets are presented in the financial statements at acquisition cost (cost price) less the
accumulated depreciation and impairment losses. They include improvements to leased assets.

The Group applies a straight-line method of depreciation of intangible assets over a specified useful
life of 2 years for software products, 6.67 years for the software platform, 3 years for the 1SO
certificate.

The carrying amount of intangible assets is reviewed for impairment when there are events or
changes in circumstances that indicate that the carrying amount could exceed their recoverable
amount. Then the impairment is included as an expense in the statement of comprehensive income

Initial measurement

Externally created intangible assets are valued at acquisition cost, which includes the purchase price,
import duties, non-recoverable taxes and costs of preparing the asset for its intended use. Direct
expenses are as follows: costs for preparation (the place where the asset will be used), initial delivery
costs, installation costs, project related personnel fees, non-recoverable taxes, etc.

Intangible assets are recognized if they meet the definition of intangible asscts set out in AS 38
Intangible Assets, namely:

—Meets the definition of an intangible asset;
—It’s cost can be measured reliably upon acquisition;

—The use of the asset is expected to bring economic benefits that are demonstrated by the
availability or plan to acquire sufficient resources, to enable the entity to obtain the expected
economic benefits; the ability to effectively perform its functional role in accordance with the
enlerprise’s intention to use it or have clearly defined and specified technical feasibility.

Subsequent expenses
Costs related to the maintenance of initial standard functionalities incurred after the mmtangible non-
current assets are commissioned are recognized as current at the time they are incurred. Costs that
increase the expected future economic benefits of using an intangible assct over the standard
functionalitics adjust the carrying amount of the intangible asset.

2.15.0ther long-term capital investments

Other long-term financial investments are non-derivative financial assets in the form of equities and
shares of other companies (minority interest) held with a long-term perspective.

Initial measurement

Capital investments are initially recognized at acquisition cost, which is the fair value of the
consideration paid, including direct acquisition cost of the investment (the financial asset). All
purchases and sales of capital investments are recognized on the “trading date” of the transaction,
i.c. the date on which the company commits to purchase or sell the asset.

Subsequent measurement
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other components of comprehensive income) and respectively in the reserve related to financial
assets at fair value, through other comprehensive income. These results are transferred to retained
earnings on disposal (sale) of the respective investment.

216.  Lease
Operating lease

At the beginning of the contract, the Group assesses whether the contract represents or contains a
lease. A contract represents or contains elements of a lease if, under that contract, the right to control
the use of an asset for a specified period of time is transferred against remuneration. The assessment
includes an assessment of the following factors:

* Whether the contract involves the use of an identified asset, this may be stated explicitly or by
default, and must be physically identifiable or represent essentially the entire capacity of a
physically separate asset. If the supplier has a substantial right of replacement, then the asset is
not identified;

= Whether the Group is entitled to receive substantially all the economic benefits from the use of the
assct throughout the useful life; and

* Whether the Group has the right to manage the use of the asset. The Group has this right when it
has decision-making rights concerning the change in the manner and purpose of using the asset.
In the rare cases where it is predetermined how and for what purpose the asset will be used, the
Group has the right to manage the use of the asset if-

v The Group has the right to operate the asset; or

v The Group has designed the asset in a way that determines in advance how and for what
purpose it will be used

Finance lease

The lease under which all risks and rewards of ownership of the asset are transferred to the company
is classified as a finance lease and the leased asset is capitalized in the consolidated statement of
financial position of the lessee and presented as property, plant and equipment. Upon initial
recognition, leased assets are carried at the lower value of their current fair value or the present
value of the minimum lease payments. The minimum lease payments are apportioned between the
finance charge (interest) and the reduction of the lease liability (principal). Financial expenses are
allocated to each period over the lease term so that a constant interest rate is reached on the
remaining outstanding portion of the principal on the lease liability. Interest expenses are included
in the consolidated statement of comprehensive income as "Financial expenses”,

Assets acquired under a finance lease are depreciated based on the useful life of the asset and within
the lease term.

S Provisions

Provisions are recognized when the Group has a present (constructive or legal) liabilj
of a past event, and it is probable that the discharge/settlement of that liability is r

of resources. The provisions are measured based on management's best estimate ;

Ty
(L]
The consolidated cash flow statement should be read in confunction with the explanatory notes set undn pagegﬂ’ ) 54,
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financial statements are prepared for the expenses required to settle the relevant liability. The
estimate is discounted when the liability is long-term. When part of the resources that will be used
to settle the liability is expected to be recovered from a third party, the company recognizes a
receivable if there is a high degree of certainty for its receipt, its value can be reliably determined, as
well as income (credit) within the same item in the statement of comprehensive income, where the
provision is presented itself.

2.18. Inventory

Inventories are accounted at the lower of the following: acquisition cost (cost price ) and net
realizable value.

The costs incurred to bring an inventory to its present condition and location are included in the cost
of acquisition (cost) as follows:

= Materials - the purchase price and all related costs of delivery;

* Goods - the purchase price and all related costs of delivery, customs duties, transport
costs, non-recoverable taxes and other costs incurred in order to bring the goods in
ready for use state.

In the use (sale) of inventory, the first-in-first-out method is used.

2.19. Pension and other payables to staff

The employment and social security relations with the employees of the Group are based on the
provisions of the Labor Code and the provisions of the existing social security legislation in the
Republic of Bulgaria and the law of the country in which a subsidiary is incorporated. The Group
accrues and realizes staff income by type, as follows:

Short-term income

Short-term are those staff benefits in the form of remuneration, bonuses and social allowances and
benefits that are due within 12 months of the end of the accounting period in which the staff have
worked for them or fulfilled the necessary conditions for their receipt. They are recognized as current
expense in the Statement of Comprehensive Income in the accounting period in which the work is
performed and as a current liability in the Consolidated Statement of Financial Position (after
deducting any amounts and deductions already paid).

At the date of preparation of each financial statement, the Group assesses the amount of expected
costs of accumulating paid leave, which is expected to be paid as a result of the unused right to
accumulated paid annual leave. The estimate includes the non-discounted amount of the
remuneration due, as well as the cost of the compulsory state social security contributions paid by
the employer on these amounts. The amount of estimated unused paid leave is recognized as current
expense in the consolidated statement of comprehensive income. The Group recognizes as a current
liability in the consolidated statement of financial position the non-discounted amount of estimated
expenses for unused paid leave for previous accounting periods.

Program with defined social security contributions

The consolidated cash flow statement should be read in conjunction with the explanatory notes set
which form an integral part of the financial statements attached
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The insurance and retirement plans implemented by the Group in their capacity as an employer are
based on the Bulgarian social securily legislation and are defined contribution plans. According to
them, the employer pays certain social security contributions on a monthly basis, based on statutory
rates, and there is no legal liability to pay future insurance contributions to the insurance funds in
cases where they do not have sufficient cash to pay to the respective persons the amounts carned by
them for their work experience. The liabilities with respect to health insurance are similar.

The amounts of the social security contributions are approved specifically by the State Social
Insurance Budget Act and the Budget of the National Iealth Insurance Fund Act for the respective
year. Social security and health insurance contributions payable by the employer are recognized as
current expense in the statement of comprehensive income in the accounting period of accrual of the
related income to which they relate and as a current liability in the statement of financial position at
non-discounted amount.

The companies included in the consolidated statement operating in countries outside Bulgaria, the
mnsurance and pension plans are based on the legislation of the respective country.

Within the Gropu there is no established and functioning private voluntary insurance fund.

Long-term employee benefits

According to the Labor Code, Companies operating in Bulgaria are obliged to pay compensation to
employees at retirement age, depending on their work experience. By their characteristics, these
schemes are "defined benefit plans'. Provision of long-term employee benefits for retirement
benefits are not recognized in the consolidated statement of comprehensive income, as there are no
employees who will retire in the next 5 years.

2.20. Share capital
The Group has adopted the financial concept of reporting the capital. The capital is presented in
nominal monetary units. Profit for the accounting period is considered to be acquired only if the
total equity amount at the end of the period exceeds the amount at the beginning of the period, after
deducting profit distributions to owners or investments in capital during the period.

Allterco JSCo is a joint-stock company and is obliged to register in the Commercial Register its
statutory share capital, which shall serve as a security for the creditors of the Company. The
sharcholders are responsible for the Labilities of the Company up to the amount of their
sharcholding in the capital and may claim the return of that holding only in bankruptcy or
liquidation proceedings.

Equity is the residual value of an entity's asscts after deducting all its liabilities. This includes:

Registered capital - is presented in the Statement of financial position according to the number of
issued shares multiplied by par value per share.

a) undistributed profit;

The consolidated cash flow statement should be read in conjunction with the explanatory notes set out\A/
which form an integral part of the financial statements attached Pagd\N9,5( 46
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b) uncovered loss;

c) the balance sheet profit or loss for the current year, which is presented in the statement of
financial position after deduction of tax expense.

Equity is decreased by the dividends paid to the sharcholders during the period in which they are
distributed (voted by the General Meeting).

In accordance with the requirements of the Commercial Law and the Statute of Allterco JSCo is
obliged to form rescrves at the expense of:

— atleast one-tenth of the annual profit, until the funds accumulated reach 25 per cent of
the share capital;

— the funds received above the nominal value of the shares upon their issuance (premium
reserve);

Currency exchange rate reserve formed from the translation of financial statements of foreign
subsidiaries - arises from the net effects of foreign currency translation of subsidiaries from their
functional currencies into Bulgarian levs for the purpose of consolidation.

Income tax
Income tax for the year represents the sum of current and deferred taxes.

Currentincome taxes are determined in accordance with the requirements of the relevant legislation.
The nominal tax rate in Bulgaria for 2019 and 2020 is 10%, for Singapore - 17%; in Malaysia, for profit
up to the MYR 500,000 is 20% and for the excess is 25%, for the United States of America: 15 - 35%
and for Thailand 20%.

Deferred income taxes are determined using the balance sheet liability method with respect to any
temporary differences that exist between the carrying amounts and the tax bases of the individual
assets and liabilities at the date of preparation of the financial statements.

Deferred tax liabilities are recognized for all taxable temporary differences:

Deferred tax assets shall be recognized for all deductible temporary differences and for unused tax
losses, to the extent that it is probable they will reverse when sufficient taxable profit or taxable
temporary differences is expected to be gencrated in the future, which can offset these deductible
differences.

The carrying amount of all deferred tax assets is reviewed at each financial statement date and if
necessary it is reduced to the extent that it is probable that they will reverse and generate sufficient
taxable profit from which they can be deducted.

Deferred taxes relating to items that are accounted for directly in equity or other balance sheet item
are also accounted for directly in the respective equity component or the balance item.

Deferred tax assets and liabilities are estimated at the tax rates that are expected to appleste
period during which the assets will be realized and the liabilities will be sottlod (repai
the tax legislation that is in force or is expected with a high degree of certainty and are
in a separact item in the statement of financial position.

The consolidated cash flow statement should be read in conjunction with the explanatory notes set out o¥\g
which form an integral part of the financial statements attached Page
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As of December 31, 2019, June 30, 2020 there are deferred income taxes only for Bulgarian companies
and they are estimated at a tax rate of 10%.

Earnings per share

The basic earnings per share are calculated by dividing the net profit or loss for the period that is
subject to distribution among shareholders — holders of ordinary shares, by the avarage weighted
number of ordinary shares held during the period.

The weighted average number of shares represent the number of shares of common stock hold at
the beginning of the period, adjusted by the number of repurchased ordinary shares issued during
the period multiplied by a time-weighting factor. This factor represents the number of days in which
specific shares have been held relative to the total number of days in the period.

Diluted earnings per share should not be calculated because there are no dilutive potential shares
issued.

2.21.  Cash and cash equivalents

Cash includes cash on hand and current accounts, and cash equivalents are short-term deposits with
banks whose original maturity is less than 3 months.

The cash flow statement is presented using the direct method.

For the purpose of preparing the cash flow statement:

v Cash inflows from customers and cash payments to suppliers are presented gross,
including VAT;
¥ VAT on purchases and sales of non-current assets is stated in the cash flows from
operating activities, to the extend it participates and is recovered in the operating cash
flows of the Company for the relevant accounting period.
v Interest on loans and deposits granted/received is included as part of cash flow form
financing activities.
Cash and cash equivalents are subsequently presented at amortized cost, without any accumulated
adjustments for expected credit losses.

2.22. Financial instruments
Financial assets

A financial instrument is any contract that gives rise to both a financial asset in one entity and a
financial liability or equity instrument in another enterprise.

Initial recognition, classification and measurement

Upon initial recognition, financial assets are classified into three groups, according to which they
are subsequently measured at amortized cost, at fair value through other comprehensive 4
and at fair value through profit or loss.
The classification of financial assets upon initial recognition depends on the charac ' s

contractual cash flows of the respective financial asset and the business model of the f

The consolidated cash flow statement should be read in conjunction with the explanatory notes set out
which form an integral part of the financial statements attached Page R
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The business model of the Group for management of financial assets reflects how tho Group
manages its financial assets to generate cash flows. The business mode] determines whether cash
flows are the result of contractual cash flows, the sale of financial assets, or both.

Measurement

The Group initially evaluates financial assets at fair value, and in the case of financial assets that are
not carried at fair value through profit or loss, the direct transaction costs are added. An exception
is trade receivables that do not contain a material component of financing - they are estimated based
on the transaction price determined in accordance with IFRS 15 and the invoice issued.

Subsequent measuremert

For the purposes of subsequent measurement, financial assets are classified into four categories:
- Debt instruments measured at amortized cost

- Debt instruments measured at fair value through other comprehensive income (reclassified
to profit or loss);

- Equity instruments carried at fair valuc through other comprehensive income (without
reclassification in profit or loss);

- Financial assets (debt instruments, equity instruments and derivatives) measured at fair
value through profit or loss.

During the current period, the Group reports financial assets in one of these categories - financial
asscts at amortized cost.

Financial assets at amortized cost (debt instruments)
This category is the most significant for the Group.

The Group measures financial assets at amortized cost when both of the following conditions are
satisfied:
* the financial asset is held and used within a business model that aims to hold the asset in
order to obtain contractual cash flows from it, and

* the terms of the contract of the financial asset generate cash flows at specific dates, which
represent only principal payments and interest on the principal outstanding.

The Group's management has assessed that financial assets representing cash in banks, interest-
bearing receivables from related parties, trade receivables and other receivables (ie. trade
receivables and others) are held by the Group in order to obtain the agreed cash flows and it is
expected to result in cash flows that represent solely principal and interest payments under the
business model applied.

Financial assets at amortized cost are subsequently measured using the effective interest rate method
(EIR). They are subject to impairment. Gains and losses are recognized in the
comprehensive income (in profit or loss for the year) when the asset is written of
impaired.

U@recogni tion

The consolidated cash flow statement should be read in conjunction with the explanatory notes set 0% 0y
which form an integral part of the financial statements atiached PaXsad
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A financial asset is derecognized in the statement of financial position of the Group when:
* the rights to obtain cash flows from the asset have expired, or

= the rights to receive cash flows from the asset have been transferred or the Group has
assumed an obligation to pay in full the received cash flows, without material delay, to a
third party through an agreement. In this case, the Group recognizes the liability associated
with it. The transferred asset and the associated liability are measured on a basis that reflects
the rights and obligations that the Group has retained.

Continuing involvement , which is in the form of a guarantee on the transferred asset, is measured
at the lower of the two values: the initial carrying amount of the asset and the maximum amount of
consideration that the Group may be required to pay.

[mpairment of financial assets

The Group recognizes an adjustment (impairment allowance) for expected credit losses on all debt
instruments that are not carried at fair value through profit or loss. Expected credit losses are
calculated as the difference between the contractual cash flows payable under the terms of the
contract and all the cash flows that the Group expects to receive discounted at the original effective
interest rate.

At each accounting date, the Company determines whether the debt instrument is assessed as such
with low credit risk using all reasonable information that is available without Incurring unnecessary
expense or effort. In making this assessment, the Group reviews the internal credit rating of the debt
instrument. In addition, the Group assesses whether there is a significant increase in credit risk when
contractual payments are more than 30 days past due.

The Group considers a financial instrument as default when contractual payments are overdue for
more than 60 days. However, in certain cases, it may treat a financial asset as default when internal
or external information provides an indication that it is unlikely that the Group will receive the full
amount of the outstanding contractual amounts before taking into account any were credit
enhancements held by it. Financial assets are written off when there is no reasonable expectation for
collection of contractual cash flows.

To calculate the expected credit losses of trade receivables and assets under custoner con tracts, the Group
has chosen and applies a simplified matrix-based approach to calculating expected credit losses and
does not track subsequent changes in their credit risk. In this approach, it recognizes an adjustment
(impairment allowance) basced on the expected credit loss for the entire receivable period at each
reporting date. The Group has developed and applies a provisioning matrix based on historical
experience with respect to credit losses, adjusted for debt-specific and economic environment, and
correlated with the percentage of credit losses.

Financial assets are written-off when there is no reasonable expectation of collection of confragtyal
cash flows.

Financial liabilities
Initial recognition, classification and measurement

The consolidated cash flow statement should be read in conjuniction with the explanatory notes set on
which form an integral part of the financial statements attached Pagd®
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Initially, all financial liabilities are recognized at fair value, and in the case of loans and borrowings
and trade and other payables, net of directly related transaction costs.

Subsequent measurenent
Subsequent measurement of financial liabilitios depends on their classification as described below.
Financial liabilities measured at amortized cost

This category is essential for the Group. Subsequent to their initial recognition, the Group measurcs
interest-bearing loans and borrowings at amortized cost using the effective interest method. Gains
and losses are recognized in the statement of comprehensive income (in profit or loss for the year)
when the corresponding financial liability is derecognized, as well as through amortization at the
effective interest rate method.

Amortized cost is calculated by taking into account any discounts or acquisitions, as well as fees or
expenses, which are an integral part of the effective interest rate. Depreciation is included as a
“financial expense” in the statement of comprehensive income (in profit or loss for the year).

Derecognition

Financial liabilities are derecognized when the liability is discharged, terminated or expires. When
an existing financial liability is replaced by another from the same lender under substantially
different conditions, or the terms of an existing liability are substantially changed, that exchange or
modification is treated as extinguishment of the original liability and recognition of a new one. The
difference in the carrying amount of a financial liability settled or transferred to another party in
cash and/or non-monectary assets is recognized in profit or loss for the period.

2.23. Judgments that are crucial in applying accounting policies of the Group. Key high
uncertainty estimates and assumptions made by the management ".

In the process of applying accounting policies, the Group's management makes judgments that have
a material effect on these financial statements. Such judgments by definition are rarely equal to
actual results.

As a result of their nature, they are subject to constant review and updating and include historical
experience and other factors as expectations for future events, that management believes are
reasonable in the current circumstances.

The estimates and assumptions that carry a significant risk of a material adjustment in the carrying
amounts of assets and liabilities in the next financial year are set out below.

Useful life of property, plant and equipment and intangible assets

The financial statements of property, plant and equipment and intangible assets include the use of
estimates of their useful lives and carrying values, which are based on judgments made by the
Group's management.

Impairment of receivables

Management estimates the amount and timing of expected future cash flows related to
based on experience in current circumstances in the following groups: indivi

The consolidated cash flow statement should be read in conjunction with the explanatory notes set o
which form an integral part of the financial statements attached P
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houscholds and other small consumers and legal claims. Due to the inherent uncertainty of this
assessment, the actual results may differ from those expected. The Group's management reviews the
estimates from previous years against the actual results from the previous year.

In conmection with the implementation of IFRS 9 Financial Instruments, the Group have used their
accumulated experience in the area of credit losses, and have taken into account current conditions
and their forecasts to estimate the expected credit losses on their trade receivables.

2.24 Fair value

Fair value is the price that could be obtained from the sale of an assct or could be paid for the transfer
of a liability in the ordinary course of trade between market participants at the date of assessment
(starting price). Fair value assessment is based on the assumption that the transaction to sell an asset
or transfer a liability has been carried out:

" on the principal market of the respective asset or liability, or
* in the absence of a principal market, most advantageous market for the asset or liability.
The basic or the most advantageous market should be available for the Company.

The fair value of an asset or liability have been estimated by making the assumptions that market
participants would make when establishing the price of the asset or liability. assuming that they act
in their best economic interest.

All assets and liabilities that are measured at fair value or for which fair value disclosure is required
in the financial statements, are grouped into categories according to the fair value hierarchy, as
described below, based on the lowest level of input used, which has a significant impact on fair value
measurement in general:

*Level 1 - quoted (unadjusted) prices in active markets for identical assets or liabilities are
used

* Level 2 - appraisal methods are applied in which the lowest level of used input data essential
for fair value assessment have been observed cither directly or indirectly

* Level 3 - appraisal techniques are used where the lowest level of used input data essential
for fair value assessment are unobservable

For the assets and liabilities that are regularly measured at fair value the Company shall review their
categorization at the appropriate level of the fair value hierarchy (based on the lowest level of used
input data, that have a significant impact on the fair value measurement as a whole) to the end of
the reporting period and determine whether there is a noed to make a transfer (s) from one level to
another.

The consolidated cash flow statement should be read in conjunction with the explanatory notes ser Ak
which form an integral part of the financial statements attached
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EXPLANATORY NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
3. Notes to the consolidated statement of financial position

3.01. Property, plant and equipment
Plant and

Lands Buildings Facilities Vehicles

Computer Office Non- Others  FExpenses  Total
equipment equipment equipment current for
acquired acquisition
under of fixed
financing tangible
contracts assets
January 01, 2019
Acquisition cost 465 3123 - 662 725 569 187 7 158 60 5 956
Depreciation - (84) - (29) (433) (186) (162) (7) (129) - (1,030)
Book value 465 3039 - 633 292 383 25 = 29 60 4926
Acquisitions - = 131 60 163 4 29 - 38 61 486
Purchase - - 131 60 128 4 29 - 38 61 451
Put into operation - ~ 5 = 35 - - - = & 35
Reductions - - - - (59) (206) (13) - (15) (35) (328)
Put into operation m = = - = = - - = (35) (35)
Assets of sold
investments - = 5 = (59) (206) (13) - (15) - (293)
Depreciation for the
period - (125) (16) (210) (94) (72) 4) - (11) - (532)
Changes in
depreciation = - - 3 326 141 61 - 30 - 561
Written-off
depreciation of sold
investments o - - 3 326 141 61 - 30 - 561
Book value atthe end 465 2914 115 483 302 109 37 - 41 86 4 552
December 31, 2019
Acquisition cost 465 3123 131 719 503 226 142 7 151 86 5553
Depreciation = (209) (16) (236) (201) (117) (105) (7) (110) - (1,001)
Assets  intended for
sale = - - - - (1) (2) - - - (3)
Book value 465 2914 115 483 302 108 35 - 41 86 4 549
Acquisitions - 148 - 5 - 11 - - 62 226
Purchase - - - 5 - 11 - - 62 78
Put into operation - 148 - & - 2 = - ~ 148
Reductions - - - - (18) - B - (148) (166)
Depreciation for the
period - (61) (20) (108) (59) (40) (3) - (9) - (300)
Changes in
depreciation - - - - 7 - - - 5 - 12
Book value at the end 465 3001 95 380 232 79 32 - 37 - 4 321
June 30, 2020 - -
Acquisition cost 465 3271 131 724 4385 236 140 7 151 = 5610
Depreciation - (270) (36) (344) (253) (157) (108) (7) (114) - (1,289)
Book value 465 3001 95 380 232 79 32 - 37 - 4321

The tangible fixed assets related to subsidiaries held for sale as of June 30, 2020are worth BGN

The consolidated cash flow statement should be read in conjunction with the explanatory notes set Yy
which form an integral part of the financial statements attached
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3.02. Intangible assets

Software Software ISO  Patents, licenses, Internally  Expenses for Total
platform products certificates trademarks, developed acquisition of
and and prototypes  products fixed tangible
internally intellectual assets
generated property
platforms tights
January 01, 2019
Acquistion cost 9209 292 893 2053 724 854 5725
Depreciation (507) (85) (104) (283) (46) - (1,025)
Book value 402 207 789 1770 678 854 4700
Acquisitions - - - % 193 1075 1345
Purchase - - - i 38 7 122
Capitalized costs - - - - - 1223 1223
Put into operation/ transfers - - - - 155 (155) -
Reductions (book value) (402) (207) - (422) (494) - (1,525)
Written-off of assets of sold
investments (402) (207) - - (494) - (1,103)
Other manner - - - (422) - - (422)
Depreciation for the period - - (82) (245) (105) - (432)
Changes in depreciation 507 85 22 47 21 - 682
Depreciation  on  written-off
assets = 5 - 47 = - 47
Depreciation written-off of assets
of sold subsidiaries 507 85 22 - 21 - 635
Book value at the end - = 707 1180 272 1929 4 088
December 31, 2019
Acquistion cost - = 871 1661 402 1929 4863
Depreciation - - (164) (481) (130) - (775)
Assets of companies intended
for sale - - (705) - (152) - (857)
Book value - - 2 1180 120 1929 3231
Acquisitions - - = - 572 369 941
Depreciation for the period - - - (161) (63) - (224)
Changes in depreciation - - - - 40 - 40
Book value at the end - - 2 1019 669 2298 3 988
June 30, 2020 - - < - = #
Acquistion cost - - 166 1661 8§22 2098 4947
Depreciation - - (164) (642) (153) - 959
Book value - - 2 1019 669 2098 3988

The fixed intangible assets related to subsidiaries held for sale as of June 30, 2020 amount to BGN 757

thousand.

The consolidated cash flow statement should be read in conjunction with the explanatory notes set out\\ages 8
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3.03. Assets with right of use
Transportation Buildings Total

vehicles
January 01, 2019 -
Acquisition cost - - -
Depreciation - - -
Book value - - -
Acquisitions 127 .| 136
Operating lease 127 9 136
Reductions - - -
Depreciation for the period (42) (3) (45)
Book value at the end 85 6 91
December 31, 2019 =
Acquisition cost 127 9 136
Depreciation (42) (3) (45)
Book value 85 6 91
Depreciation for the period (21) (2) (23)
Book value at the end 64 4 68
June 30, 2020
Acuisition cost 127 9 136
Depreciation (63) (5) (68)
Book value 64 4 68

IFRS 16 Leasing was adopted by the EU on October 31, 2017 and enters into force on January 01,
2019. The Group has applied a simplified retrospective approach, making no adjustments for
previous periods.

The Group has concluded lease agreements for renting office spaces and vehicles used in its activity.
The depreciation periods are between 1 and 4 years with option for extention.

3.04. Goodwill

Name June 30, 2020 December 31, 2019
Global Teracomm Inc., USA 34 34
Allterco SDN, Malaysia 30 30
Alltreco PTE Ltd, Singapore 3091 3091
Allterco Properties EOOD 126 126
Total: 3281 3281

Impairment of goodwill
The Group's management has undertaken the necessary procedures to perform ti

&

The consolidated cash flow statement should be read in conjunction with the explanatory notes sei ou k
which form an integral part of the financial statements attached Pagy
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the acquisition of the subsidiarics. For this purpose, it is assumed that each individual company

appears as a "cash-generating unit",

As a result of an analysis of the need for impairment of goodwill, the Group's management
recognized an impairment of goodwill in the amount of BGN 4,904 thousand as of December 31,
2019. As of June 30, 2020 there is no recognized and accrued impairment of goodwill.

3.05. Other long-term capital investments

Ordinary registered shares - Victory Partners VII

Norway Holding AS

3.06. Deferred tax assets

Impairment of goodwill
Provisions for liabilities
Accruals for unused leave
Total deferred tax assets

3.07. Inventory

Goods

3.08. Trade receivables

Receivables from customers (net) incl.

-up to one year

- more than one year
Advances to suppliers
Assets intended for sale
Total:

3.09. Other receivables

TAX RECEIVABLES
Corporate tax

VAT refund receivable
Customs fees
Withholding tax

Assets intended for sale

The consolidated cash flow statement should be read in conj
which form an integral part of the financial stateme

nts attached

June 30, 2020 December 31, 2019
3053 3053
June 30, 2020 December 31, 2019
390 390
20 20
9 9
419 419
June 30, 2020 December 31, 2019
1942 1285
June 30, 2020 December 31, 2019
7120 7 553
4 065 4 498
3 055 3055
2911 3357
(1,428) (2,424)
8 603 8 486
June 30, 2020 December 31, 2019
572 117
b2 -
460
60
472
(472)

unction with the explanatory notes set ou{\oh pages
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OTHER RECEIVABLES 13 121
Receivables on court disputes and out-of-court i 100
agreements
Deposits in trading companies and guarantees 13 50
Other receivables 100 31
Assets intended for sale (100) (60)
total: 585 238
3.10. Cash and cash equivalents

June 30, 2020 December 31, 2019
Cash in current accounts 11 603 11 400
Cash on hand 53 43
Other cash funds - debit cards - 2
Assets intended for sale (141) (514)
total: 11 515 10 931

The Group's cash funds are in bank accounts with banks with stable long-term ratings. Management
has assessed the expected credit losses on cash funds and cash equivalents. The estimated value is
less than 0.3% of the gross value of cash funds deposited with financial institutions, therefore it is
determined as insignificant and is not accrued in the consolidated financial statements of the Group
as of June 30, 2020.

3.11. Prepaid expenses

June 30, 2020 December 31, 2019
up to one More than Total up to thliozene Total
year one year one year o
Operating activity
Insurances 10 - 10 6 - 6
Others 28 - 28 29 - 29
Assets intended for sale - - - - - -
Total 38 - 38 35 35
3.12. Bank loans
The amortizable portion of bank loans is as follows:
June 30, 2020 December 31, 2019
Raiffeisenbank AD, including: 2749 2931
up to one year 366 416
more than one year 2383 2515
Liabilities related to assets intended for sale
Total bank loans - non-current portion: 2 383
Total Bank Loans - current portion: 366

The consolidated cash flow statement should be read in conjunction with the explanatory notes set olh %7
which form an integral part of the financial statements attached Pags-%
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Bank Raiffeisenbank EAD (Solely-owned PLC)
Date of conclusion of the contract: August 25, 2017

Borrower Allterco JSCo

Agreed loan amount: 1620 000

Original currency EUR

Financing up to 90% (excluding VAT) of the purchase price
of all company shares representing 100% of the capital of
the jointly-owned debtor Allterco Properties EOOD (Solely-
owned LLC), designated in the Share Purchase Agreement
concluded by and between the Borrower and JEC
Developments OOD (Ltd.)

Payout deadline May 10, 2029

Mortgage of real estate, owned by Allterco Properties
EOOD (Solely-owned LLC), co-debtor - Allterco Properties

Purpose

ollaterals EOOD (Solely-owned LLC), pledge of all bank accounts of
Allterco JSCo with the bank

Creditor Raiffeisenbank (Bulgaria) EAD (Solely-owned PL.C)

Date of the cash loan agreement October 06, 2017

Borrower Allterco Robotics EOOD (Solely-owned LLC)

Contractual amount BGN 1,140 thousand

Original currency BGN

Maturity September 25, 2022

Purpose [nvestment

Creditor Raiffeisenbank (Bulgaria) EAD (Solely-owned PLC)

Date of the cash loan agreement November 09, 2018

Borrower Allterco Robotics EOOD (Solely-owned L.LC)

Contractual amount BGN 1,600 thousand

Original currency BGN

Maturity October 25, 2021

Purpose Investment

Creditor Raiffeisenbank (Bulgaria) EAD (Solely-owned PLC)

Date of the cash loan agreement September 28, 2018

Borrower Allterco Robotics EOOD (Solely-owned LLC)

Contractual amount BGN 750 thousand

Original currency BGN

Maturity September 25, 2020

Purpose Working Capital

Creditor Raiffeisenbank (Bulgaria) EAD (Solely-owned,]

Date of contract September 2019

Borrower Allterco Robotics EOOD (Solely-owned L

Total amount up to EUR 1,000,000

The consolidated cash flow statement should be read in conjunction with the explanatory notes set of
which form an integral part of the financial statements attached PRy
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Purpose Working Capital
Currency EUR
Fixed maturity August 31, 2022
Collaterals Pledge of receivables
3.13. Lease
June 30, 2020 December 31, 2019
: More ; More
up to up to
P than Total P than Total
one year one year
one year one year
Leasing liabilities 70 111 181 126 111 237

Liabilities under lease agreements presented in the consolidated statement of financial position also
include the liabilities of the Group under rental agreements for offices and vehicles, which are
recognized in accordance with the requirements of IFRS 16 Leasing.

3.14. Trade liabilities

June 30, 2020 December 31, 2019
Suppliers 2 563 3 669
Advances from clients 346 448
Liabilities related to assets intended for (2,000) (2,708)
sale
Total: 909 1409
3.15. Payables to personnel
June 30, 2020 December 31, 2019
Payables to personnel 91 72
Unused paid leave 86 87
Liabilities related to assets intended for (86) (65)
sale
Total; 921 94
3.16. Tax liabilities
June 30, 2020 December 31, 2019
Corporate tax 502
Value Added Tax and GST 190
Dividend tax =
Income tax 36

Personal use tax

The consolidated cash flow statement should be read in conjunction with the explanatory notes set of
gral part of the financial statements attached
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Tax on representation expenses -
Tax on social expenses - 1
Other taxes =
Liabilities related to assets intended for
sale (137) (158)

Total; 591 1117

3.17. Other payables

June 30,2020 December 31, 2019

Liabilities for purchase of participations, incl. 675 675
-up to1 year 675 675
- over 1 years e #
Guarantees/ deposits for rent 15 94
Other payables 3 3
Liabilities related to assets intended for sale (3) (3)

Total other liabilities - non-current portion: - -

Total other liabilities - current portion: 690 769

3.18. Registered capital

Allterco JSCo was mcorporated in 2010. The Company's share capital as of December 31, 2018 is
BGN 15,000,000 (fifteen million) and is divided in 15,000,000 (fifteen million) ordinary registered
shares with a nominal value of BGN 1 each. The share capital is fully paid in by four contributions:

The first issue was made at the incorporation of the Company in the form of a non-monetary
contribution of BGN 50,000. Dimitar Stoyanov Dimitrov has made an in-kind contribution in the
amount of BGN 25,000, representing ordnary registered voting shares with a nominal value of BGN
1 for each share of the capital of Teravoice AD (PLC). Svetlin Hiev Todorov has made an in-kind
contribution in the amount of BGN 25,000, representing ordinary registered voting shares with a
nominal value of BGN 1 for each share of the capital of Teravoice AD (PLC).

In 2010, a second non-monetary contribution amounting to BGN 5,438,000 was made, and the
contributors are Dimitar Stoyanov Dimitrov and Svetlin Tliev Todorov. The non-monetary
contribution represents shares, with monetary valuation, prepared according to prepared by the
Registry Agency - Commercial Register. Appointment of Experts No. 20100325163625 — March 26,
2010 pursuant to Art. 72, Paragraph 2 of the Commiercial Act, for a total value of BGN 5,438,000.

At the end of 2015, a new issue of 8,012,000 (cight million and twelve thousand) ordinary registered
voting shares was issued, with a par value of BGN 1 (one) each.

At the end of 2016 the capital of "ALLTERCO" J5Co was increased by a new issue in
1,500,000 (one million and five hundred thousand) shares based on the successfully g
as stipulated in the Prospectus for public offering of shares, confirmed by the Fina

The consolidated cash flow statement should be read in conjunction with the explanatory notes set
which form an integral part of the Jinancial statements attached
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Commission by Decision No. 487-E dated Jul

No. 20161108100414 on November 08, 2016.

At the end of the accounting periods

Name

ALLTERCO JSCo
UIC 201047670

y 08, 2016 entered in the Commercial Register under

the shareholders of the company are:

Number of % in the
shares: capital

Svetlin Todorov 3,776,120 pcs. 38.51 %

Dimitar Dimitrov 5,776,120 pcs. 38.51 %

Victor Atanasov 1,120,500 pcs. 747 %

Other individuals and legal entities 2,327,260 pcs. 15.51 %

Total 15,000 000 pcs 100.00%
Earnings per share June 30, 2020 June 30, 2019
Net profit for the accounting period in BGN 2785 859
Average number of shares: 15 000 000 15 000 000
Earnings per share in BGN: 0.186 0.057

3.19. Retained earnings

June 30, 2020 December 31, 2019
Opening balance 13 531 12 227
Net profit (to owners of parent-company) 2 858 TZIT
Transfer of emissions reserve - 104
Profit distribution incl. for: - (2,947)
- reserves - (247)
- distribution of dividends - (2,700)
Reduction on sale of investments - (3,039)
Foreign exchange rate differences from translation
of financial statements of foreign operations of sold . 17
investments
Retained earnings 16 389 13 531

4.

4.01. Sales revenue and direct cost

Notes to the consolidated statement of comprehensive income

Six months of 2020 Six months of 2019
Services Services
Production Goods and Total: Goods and Total:
rentals rentals
Revenue from sale 619 14 243 3674 18 536 6 764 17 280 24 044
Cost of goods sold 254 -6,151 - 6,405 -2,988 - -2,988
Cost of services = e -3,476 -3,476 - -14,050 -14,050
Cost of sales -254 -6151 -3,476 -9,881 -2,988
Gross profit 365 8092 198 8 655 3776

The consolidated cash flow statement should be read in conjunction with the explanatory notes set o
which form an integral part of the financial siatements attached
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4.02. Other operating income
Six months of 2020 Six months of 2019

Income from interest 1 !
Revenues from foreign exchange rate differences 52 82
Other operating income 49 9
Total: 102 92

4.03. Administrative expenses
Six months of 2020 Six months of 2019

Salary and social security contributions 2595 2887
Expenses for external services 1538 1246
Material expenses 124 163
Depreciation and amortization 547 768
Other administrative expenses 322 356
Total: 5146 5420

4.04. Other operating expenses
Six months of 2020 Six months of 2019

Written-off receivables 3 0
Bank fees 35 SR
Expenses on foreign exchange operations 154 381
Total: 192 425

4.05. Financial expenses

Six months of 2020 Six months of 2019

Interest on loans 36 45
Interest on finance lease 4 3
Commissions factoring - 47
Total: 40 95

5. Contingent liabilities and commitments

COLLATE
: Joing Amount/| Financial 5 L.
Contract Annex Creditor Debtor debtor/Guar Limit ST ol Term | provided
antor - by the
borrower
Tera Réfatince Contract for
Communicati inetecr?sltmralc and special
- ALLTERCO | ons AD (PLC) . pledge  of
- . Annex: Raiffeisenbank " a margin of 2 .
Factoring e ) ROBOTICS | (dropped out) . ; receivables
) July 27, 2017 Bulgaria EAD | ) BGN | points but not
November 09, EOOD Allterco JSCo - - February 09,2021 | on bank
November 12, 2018 (Solely-owned x5 : 600,000 | less than 2% of _
2016 Solely- joint  debtor, )
October 28,2019 PLC) = the aggregate
owned LLC) | replacing Tera ol T s
Communicati rodo
ons AD (PLQC) ’

The consolidated cash flow statement should be read in conjunction with the explanatory notes set ok
which form an integral part of the financial statements attached
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pursuant to
Annex 2 dated
November 12,
2018.

NSOLIDATED FINANCIAL STA TEMENTS

Securities Act

ALLTERCO J5Co

Annual
management
fee;

Fee for invoices
processing

UIC 201047670

value of the
limit  plus
10% interest
per annum

on the
amount

from the
date of

issue, with a
deadline for

owned LLC) -
joint debtor

submission
March 09,
2021;
Tera
Communicati .
ons AD (PLC) Hadgesit
subsidy on
(replaced) —
Teravoice Reference interest PECJECE
ibeshmeni EAD  (Solely- rate and‘ a margin Pliidge ot
(term) Joan owned PLC) - of 2.7points but b
dated  October ALLTERCO) Joit ~ debtor Bk e g on Current
- S i (replaced) % of the
06, 2017 Razf{el§811})a11k ROBOTICS Allterco JSCo - SRR —— accounts of
contract Annex 1 dated Bulgaria EAD | EOOD " ot 1139 590 il srest s Septeriber 25, 2002 the
according to art, | October 31, 2018 (Solely-owned | (Solely- i de%u Art] BGN Y P & Borrower
Z D 2 *
114, ialagrap.h PLC) owned 114, Matigement i
10 of the Public LLC) Pledge of
: Paragraph 10 fee; chy
Offering of of the Pishlic machinery
Securities Act : ; and
Offering  of Commitment ]
= equipment
Securities Act, fee bi
i % subject to
according the project
Annex 1 dated siileieles
October 31, ¥
2018.
Mortgage
on real
estate,
owned by
Allterco
Properties
EQOD
Investment loan Tera fenlely-
Communicati 5. . owned
August 25, ons AD (PLC) Fixed interest LLO);
5 b . Ty
Emi 4 d Raiffeisenbank - joint debtor rwahc(j:r S:*?o d
Aftn e unnzr Annex 1 dated  Bulgaria EAD | Allterco (dropped out) | 1620000 39, amﬁlally' May 10, 2029 Plcd.ge of
P r;';lgnaph 10 OE October 31, 2018 (Solely-owned | JSCo Allterco EUR J receivables
aragr ;
the Public PLC) e Management pri
; EOQD (Solely- all accounts
Offering of fee

of the group
opened
with the
bank;
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Contract for

revolving  bank
credit 12 + 12 +
12 of 09.11.2018
Contract under

Art. 114,
Paragraph 10 of
the Public

Offerin g of
Securities Act

Term bank loan

dated September
28, 2018
A contract

according to art.
114, Paragraph
10 of the Public
Offering of
Securilies Act

Overdraft dated
September 30,
2019 - contract in
accordance with

Art. 114,
Paragraph 10 of
the Public

Offering of
Securities Act

L

Vﬁ\

Annex 1 dated

September 30,
2019

n/a

September 30,
2019
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BNB interest
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October 25, 2021

| Contracts
Act;

Pledge of
reccivables
on bank
accounts of
the

company in
e the bank
Management
fee;
Commitment
fee
short-term
BNB interest
rate, increased
by 2.5
percentage Pledge of
points on an :
: subsidy on
annual basis, e
but not less project
i 2.5 8hout September 25, 2020 | Pledge of
the aggregate ;
: receivables on
annual interest )
Current

rate;

Management
fee;

Commitment
fee

accounts of
the Borrower

One-month
EURIBOR,
increased by 2.5
(two point and
five tenths)
points annual
allowance, but
not less than
2.5% (two point
and five tenths
percent) lotal
annual interest

Management
fee;

Commitment
fee
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Pledge of
receivables
on bank

accounts;






@

ALLTERCO

EXPLANATORY NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS OF 30 JUNE 2020

Unless otherwise stated, all amounts are in BGN thousand

ALLTERCO JSCo
UIC 201047670

6. Related Parties T ransactions

The companies included in the Group are disclosed in item 1.4. During the reporting period, the
Group did not conduct transactions with related parties outside the Group,

which are not subject to
climination in the preparation of this consolidated report.

7. Financial instruments by category

The accounting policies for financial instruments are applied to the items listed below

Structure of financial assets and labilitics as of June 30, 2020 by category:

June 30, 2020

Financial assets

Cash and . ] measured at fair
Financial assets

il value through Yinancial assets at
; measured at & fair value through Total
equivalent = other ;
amortized cost ; profit and loss;
s comprehensive
income
Financial assets according to the
statementi of financial position
Cash and cash equivalents 11 515 - - - 11 515
Trade receivables - 5548 - - 5548
Deposits in trading companies and 13 13
guarantees
TOTAL FINANCIAL ASSETS 11 515 5561 - - 17 076
June 30, 2020
Financial liabilities  Financial liabilities
Financial liabilities ~Measured at specifically measured at fair Total
measured at amortized defined value (pooled value through profit
cost category) and loss;
Financial liabilities according to the
stalement of financial position
Financial lease 181 - = 181
Bank loans 2749 - - 2749
Trade payables 909 - - 909
Liabilities for participations 675 - - 675
Guarantees 15 - - 15
TOTAL FINANCIAL LIABILITIES 4529 - - 4529
December 31, 2019
Financial assets
Eitidiieldl asocis measured at fair ~ Financial assets
Cash and SEAGR FRcts value through at fair value 3
: measured at 4 Total
equivalents . other through profit
amortized cost :
comprehensive and loss;
income
Financial assets according to the
statement of financial position
Cash and cash equivalents 10931 - - -
i . " 543y
I'rade receivables - 5431 - = 4‘?“ >
Deposits in trading companies and ) 50 ) /Ly 55 ‘%}d_
_puarantees ,$ b&, P
. ] ho
TOTAL FINANCIAL ASSETS 10 931 5 481 - <[  séw2 w
= N s
The consolidated cash flow statement should be read in conjunction with the explanatory notes set olyud ages 5)@?@\ *
which form an integral part of the financial statements attached P of 46
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December 31, 2019
y A N Financial liabilities Financial liabilities
Financial liabilities s 3
measured at specifically measured at fair ;
measured at ; l'otal
: defined value (pooled value through
amortized cost :
category) profit and loss;
Financial liabilities according to the
statement of financial position
Lease 237 - - 237
Bank loans 2931 - - 2931
Trade payables 1409 - - 1409
Liabilities for participations 675 - - 675
Guarantees 94 - - 94
TOTAL FINANCIAL LIABILITIES 5 346 - - 5 346

8. Financial risk management

In the course of their normal business, the Group companies may be exposed to various financial
risks, the most significant of which are: market risk (including currency risk, risk of changes in fair
value and price risk), credit risk, liquidity risk and interest rate risk. Overall financial risk
management is focused on forecasting the performance of certain arcas of the financial markets to
minimize potential adverse effects that could affect the financial performance, Financial risks are
currently identified, measured and monitored through various control mechanisms to determine
the adequate prices of the materials, goods and services used by the Group companies and the
borrowed capital, as well as to adequately assess the market circumstances, the investments they
made and the forms of maintaining liquidity reserves without exposure to unjustified concentration
of a financial risk.

Financial risk management is currently carried out under the direct control of the Group's
management and financial experts in accordance with a policy established by the Board of Directors
of the Parent-company, which has developed the basic principles of general financial risk
management, on the basis of which the specific procedures for mitigating the individual specific
financial risks, such as currency, price, interest, credit and liquidity risk and risks arising from usage
of derivative and non-derivative instruments.

The various types of financial risks to which Group companies are exposed in the course of their
business operations are described below, as well as the approach taken in their management.

Market Risk.
a. Currency risk
. Currency risk

The Group companies carry out their transactions locally, some in the European Union and others
in third countries (Asia). The biggest portion of purchases made by Group companies are
denominated in Bulgarian lev (BGN), Euro, Singapore dollars and US dollars. Ther
portion of supplies in Australian dollars and Malaysian Ringgit. In order to control fg
risk, a system for planning of deliveries from countries inside and outside the Eurdfx

fl

b7 74

The consolidated cash flow statement should be read in conjunction with the explanatory notes set ¢

which form an integral part of the financial siatements attached Pa






o @

ALLTERCO ALLTERCO JSCo
EXPLANATORY NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  UIC 201047670
AS OF 30 JUNE 2020

Unless otherwise stated, all amounts are in BGN Hhousand

introduced, as well as procedures for daily monitoring of movements in foreign exchange rates of
foreign currencies and control of forthcoming payments.

The tables below summarize the exposure to currency exchange rates:

June 30, 2020 in EUR in USD in BCN total
BGN'000 BGN'000 BGN"000 BGN'000
Cash and cash equivalents, 6 561 449 4 505 11 515
Trade receivables 2176 2454 918 5548
Deposits in trading companics and guarantees 13 13
TOTAL ASSETS 8 737 2903 5436 17 076
June 30, 2020 in EUR in USD in BGN total
BGN'000 BGN"000 BGN’000 BGN'000
Financial lease 125 - 56 181
Bank loans 2642 - 107 2749
Trade payables 445 64 400 909
Liabilities for interest - - 675 675
Guarantees - - 15 15
TOTAL LIABILITIES 3212 64 1253 4529
December 31, 2019 in EUR in USD in BGN total
Cash and cash equivalents, 5372 444 5115 10 931
Trade receivables 4 468 73 890 5431
Deposits in trading companies and guarantees - 20 - 20
TOTAL ASSETS 9 840 537 6 005 16 382
December 31, 2019 in EUR in USD in BGN total
Lease 169 - 68 237
Bank Ioans 2774 18 139 2931
Trade payables 349 172 888 1409
Liabilities for interest = - 675 675
Guarantees - - 94 94
TOTAL LIABILITIES 3292 190 1 864 5 346

Currency sensitivity analysis

The Group companies are not exposed to foreign exchange risk with respect to their euro

transactions.

Currency risk is associated mainly to payments in US dollars and other foreign curre

30,2020, 16% of the Group's financial assets are in US dollars and 51% in EUR.
b. Price risk

The consolidated cash flow statement should be read in conjunciion with the explanatory notes ser oy
which form an integral part of the financial statemenis attached PRJEY
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The Group companies do not hold investments in subsidiaries, the shares of which are listed on
stock exchanges - accordingly, they are not exposed to financial risks from negative changes in the

stock markets. The Group does not have a portfolio of available-for-sale short-term financial
investments.

Risk of interest-bearing cash flows

There is no significant concentration of interest-bearing assets in the Group companies, except for
loans granted, deposits and free cash on current accounts with banks. For this reason, income and
operating cash flows are largely independent of changes in market interest rates.

At the same time, the cash outflows of the Group companies for 2019 and the six months of 2020 are
exposed to interest rate risk from the use of bank loans in EUR, agreed with a variable interest rate.

Cash in current accounts with banks is subject to interest at interest rates according to the tariffs of
the respective banks, which are kept relatively constant over a longer period of time.

The exposure of the Group companies to changes in market interest rates is constantly monitored
and analyzed. Different scenarios of refinancing, rencwal of existing interest rates and alternative
financing are simulated. The simulations cover only significant positions bearing interest rate.

with floating with fixed

June 30, 2020 interest-free T, inferesirate total
BGN"000 BGN'000 BGIN'000 BGN'000
Cash and cash equivalents, 11515 = - 11 515
Loans granted - - - 0
Trade receivables 5548 - - 5 548
Deposits in trading companies 5 ) ) -
and guarantees
TOTAL ASSETS 17 076 0 0 17 076
Financial lease - - 181 181
Bank loans i 107 2642 2749
Trade payables 909 - - 909
Liabilities for interest 675 - = 675
Guarantees 15 - - 15
TOTAL LIABILITIES 1599 107 2 823 4529
December 31, 2019 interest-free “Tith - ’ Witk fiseil
interest rate interest rate
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BGN'000 BGN000 BGN'000 BGN’000

Cash and cash equivalents, 3696 « 7235 10 931
Trade receivables 5431 - - 5431
Deposits in trading companies and

guarantees = i i o
TOTAL ASSETS 9147 - 7 235 16 382
Lease - 19 218 237
Bank loans 18 139 2774 2931
Trade payables 1409 - - 1409
Liabilities for interest 675 - - 675
Guarantees 94 - - 94
TOTAL LIABILITIES 21796 158 2992 5 346

Credit Risk

The financial assets of the Group companies are concentrated in two groups - cash (cash on hand
and in bank accounts) and receivables from customers.

Credit risk is mainly the risk that the customers of the Group companies will not be able to repay
the amounts due by them in full and within the usual time limits. Receivables from customers are
presented in the Consolidated statement of financial position at fair value. An impairment charge
for doubtful and difficult-to-collect receivables has been accrued since, according to previous
experience, there were events leading to losses from uncollectibility.

The Group companies do not have a significant concentration of credit risk. Their policy is to
negotiate a credit period that is longer than 60 days only with customers who have a long history

and commercial cooperation with them. Payments from customers are made both in cash and by
bank transfer.

A part of the Group's revenue is generated by mobile operators, which in most cases are large
companies with a very good credit rating,.

The collectability and concentration of trade receivables is monitored on an ongoing basis, in
accordance with the established policy of the Group companies. For this purpose every day the
Finance and Accounting Departments review the open positions on customers and receipts, and
make an analysis of outstanding amounts.

As of June 30, 2020, the cash and banks transfers of Group companies are allocated to several banks,
which limits the risk with respect to cash and cash equivalents.

Liquidity risk
Liquidity risk is the risk that companies have difficulties meeting their obligations with respect to
financial liabilities settled with cash or another financial asset. Most of the clients of the compani

in the Group are mobile operators that have a very good credit rating and meet
deadlines.

The consolidated cash flow statement should be read in conjunction with the explanatory notes set o
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The Group's companies maintain a conservative liquidity management policy aimed at constantly

maintaining an optimum cash reserve and ability to finance their business. They also use borrowed
credit resources.

agreements with the debtors.

The Group companies monitor and control the actual and projected cash flows for future periods
and try to match the maturities of assets and liabilities. On an ongoing basis the maturity and timely

continue to operate as a going concern and to ensure the appropriate return on investment of
shareholders, economic benefits to stakeholders and participants in its business, as well as to
maintain optimal capital structure to reduce cost of capital.

Alterco JCSo monitors on a current basis the security and the capital structure based on the debt
ratio. This is the ratio between net debt to total capital. Net debt equity is defined as the difference
between all borrowings (current and non-current) as reported in the Consolidated Statement of
Financial Position and cash and cash equivalents. The total amount of committed capital is equal to
the sum of equity capital and net debt capital.

The strategy of the Company's management is to maintain a debt ratio that is not higher than 50%.

The table below shows the ratios of indebtedness based on capital structure as of:

June 30,2020*  December 31, 2019*

Total debt capital, incl.: 7 546 9555
- Bank loans 2749 2 931
- Lease liability 181 237
Reduced by cash and cash equivalents 11 515 10931
Net debt capital -3,969 -1,376
Total equity 33 168 30 336
Total capital 29199 28 960
Debt ratio 0.00% 0.00%

The group has no indebtedness for 2019, as cash fund is more than total debt capital,

9. Fair value
Usually external independent appraisers are used for the assessment of fajr value of significant
assets. The need of external appraisers is assessed annually by the management of the
External appraisers are selected based on their professional experience, qualities ang
After discussions with the appraisers, the Management have to decide which appraj
and input data are most appropriate to be used in each particular case.

The consolidated cash flow statement should be read in conjunction with the explanatory notes sei ou\E
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liabilities for which market prices are quoted.

For the purpose of fair value disclosure, the Company determines different classes of assets and
liabilities, depending on their nature, characteristics and risk, and on the relevant level in the fair
value hierarchy set out in Significant Accounting Policies,

The Company's management has estimated that the fair values of cash and cash equivalents, trade
receivables, trade payables, finance lease and bank loans are close to their book values due to the
short-term nature of these instruments and their imely repayment over time.

The table below shows the book value and fair values of financial assets and liabilities, including
their levels in the fair value hierarchy. Fair value information is not presented if the book value is
reasonably close to fair value,

As of June 30, 2020 Book value Level 1 Level 2 Level 3
Financial assets

Cash and cash equivalents, 11515 - - -
Trade receivables 5548 - - -
Deposits in  trading companies 15 . i |
and guarantees

TOTAL ASSETS 17076 - - -
Financial liabilities

Financial lease 181 - - -
Bank loans 2749 - 2749 -
Trade payables 909 - - -
Liabilities for interest 675 - - -
Guarantees 15 - - -
TOTAL LIABILITIES 4 529 - 2749 =

10. Events occurring after the date of the consolidated financial statements
Supplement to the Prospectus

Based on a resolution of the Board of Directors held on January 24, 2020 on capital increase through
initial public offering of 3 million newly issued shares and its parameters, the Company has
submitted for approval by the Financial Supervision Commission a Prospectus for increase of capital
(Prospectus).

By decision No. 143 dated February 18, 2020, the Financial Supervision Commission approved the
Prospectus and it was published on the website of the issuer and the investment intermed;jazes=

In connection with new circumstances - published by the company audited consolidZaa

financial statements for 2019, as well as the company's intention to make a puh u
territories outside the Republic of Bulgaria, namely - the Federal Republic of Gerghs
The consolidated cash flow statement should be read in conjunction with the explanatory notes set out \
which form an integral part of the financial statements attached Page
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Italian Republic, the Company has prepared an Supplement to the Prospectus approved by Decision
405-E dated June 11, 2020 of the Financial Supervision Commission.

In connection with new circumstances - an out-of-court claim filed with the Company by Link
Mobility Group AS - in compliance with the instructions of the Financial Supervision Commission,
the Company has prepared and submitted for approval a new (second) Supplement to the
Prospectus. Although, according to the preliminary assessment of the Company, the claim is
unfounded and is not expected to affect the financial results and stability of the company, for the
sake of completeness, consistency and comprehensibility of the information a new (second)
Addendum to the Prospectus was prepared, confirmed by Decision No. 601-F dated August 13, 2020
of the Financial Supervision Commission.

At present, the public offering has not started, and the company will publish an additional explicit
announcement under Art. 92a of the Public Offering of Securities Act regarding the start and end
date of trading of rights and subscription of shares, as well as other essential information for the
investors in connection with the terms of the offer.

Acquisition of real estate

On July 10, 2020, the subsidiary Alterco Properties EOOD (Solely-owned LLC) entered into a final
contract for the acquisition of an adjacent to the business building owned by it, real estate property
in Cherni Vrah Blvd., in the area of r.a. Krastova Vada, Sofia. It is envisaged that the real estate will
be used to expand the building facility, in order to provide additional office and storage space to
meet the needs of the subsidiaries of the holding of ALLTERCO JSCo. The transaction was entered
in the Property Register at the Registry Agency.

Measures in connection with COVID-19

On March 13, 2020, the National Assembly of the Republic of Bulgaria declared a state of emergency
in the country due to the coronavirus epidemic (COVID-19) and intensified anti-epidemic measures
and restrictions were introduced. The state of cmergency was lifted on May 13, 2020, but most of the
anti-epidemic measures remained in force, and at the moment their gradual abolition has begun.

At this stage of development of the situation with the coronavirus, given the dynamics with which
itdevelops, itis practically impossible to make a reliable assessment and measure the possible effects
of the pandemic on the activities, assets and economic development of the Company and its
subsidiaries, especially in long-term perspective,

The overall economic impact of COVID-19 could also affect the company's performance, such as:

* Decreased purchasing power of the population and declining consumer demand as a result
of the general economic crisis could have a negative effect on companies' revenues.

® There is a limited risk of declining sales associated with the cancellation of trade fairs and
conferences;

The company has undertaken measures to limit the impact of this situation on businegZ
the continuity of work and production processes and the supply chain.

The consolidated cash flow statement should be read in conjunction with the explanatory notes set oubba
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* Production and deliveries from China are on time;
e Allterco also started production in Bulgaria to ensure the continuity of the whole process.

* Orders from end customers are executed on time without delay, and contracts have been
concluded with new logistics companies,

* Placing on the market of new products, some of them related to reducing the risk of infection

and improving air purity, remote diagnosis of patients with Covid-19, as well as personal
diagnostic means;

* Successful registration as a wholesaler of medical devices in the Executive Agency for
Medicines of the subsidiary of Allterco JSCo - Allterco Trading EOOD (Solely-owned LLC)

* Active continuation of the activity of medical certification of products from the MyKi Care
series;

Based on the actions taken and observations on the business so far, the management of the Company
expects the pandemic of COVID-19 and the measures introduced in connection with it on an
international and national scale not to have a significant impact on the activity and financial
condition of Allterco JSCo and the companies from the group.

Next, as shown by Decree No. 55 dateed March 30, 2020 for determjning the terms and conditions
for payment of compensation to employers in order to maintain the employment of employees in an
emergency situation, the IoT sector in which Operate companies from the group, is not or will be
significantly less affected than other sectors of the economy. It is true that the retaj] trade occupics a
significant part of the business of the companies in the group, but as its activity is carried out mainly
online, it is not expected a significant negative effect on it from the state of emergency regarding
COVID-19. Moreover, on-line commerce is the preferred, and sometimes the only way to shop under
the restrictions imposed by the state of emergency.

Last but not least, in case of need, Allterco JSCo has sufficient financial resources to cover its
expenses in the short term. At present, the Company does not report delays in the fulfillment of
obligations for payments to suppliers and payments from customers,

The Company estimates that there is no other information that is not publicly disclosed by the
company and that would be important to sharcholders and investors when making a reasoned
Investment decision.

The consolidated cash flow statement should be read in conjunction with the explanatory notes set out A\ )
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