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balance sheet

Assets

Non-current assets

Propetty, plant and equipment
Investment property
Investments in Subsidiaries
Non-current assets

Current assets

Trade receivables
Advances granted

Other receivables

Cash and cash equivalents
Cuttent assets

Total assets
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a Atanasova-manager/
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'000 000 BGN
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1a

balance sheet

Equity

Share capital

Issue premiums

Reserve from ex post valuation of assets
General reservations

Retained earnings

Uncovered loss

Current Profit/ (Loss)

Equity

Passives

Non-current liabilities
Liabilities to financial institutions
Obligations under bond loan
Other dutes

Non-current liabilities

Current liabilities

Current part of long-term liabilities

Finance lease obligations

Trade obligations

Amounts received in advance from customers
Tax obligations

Obligations to staff and insurance institutions
Other duties

Current liabilities

Total liabilities

Total equity and liabilities

Clarifications

13

14

14

15
17
17
18
19

30.06.2023 31.12.2022

000 BGN 000 BGN
27,766 27,766
7,651 7,651
9,250 9,250
1 1

14,447 13,974
(29,830) (29,830)
(195) 473
29,089 29,285
11735 11 735
1,735~ 11735
405
2,597 2150
748 1437
273 38
110 102
3,245 9,046
6973 13178
18,708 24913
47,797 54198

Date: 28.07.2023
? L
- Executive
Prepared by: . Director:
/Optima Audit 4 \
Blagorodna Atanasova- /Velichko Klingov
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Statement of profit or loss and
other comprehensive income

Sales revenue

Material costs

Costs for external services
Staff costs

Depreciation expense
Other expenses

Book value of assets sold

Profit/(Loss) from operating activity

Financial income/expenses

Changes in the fair value of investment
properties

Profit/Loss for the year

Earnings per share
Other comprehensive income

Gains /Losses from property revaluations
Total comprehensive income for the year

Explanation

Date: 28.07.2023
/ .
Executive
Prepared by: Director:
/Optima Audit A
Blagorodi /Velichko K

20

21
22

23

25
26

30.06.2023  30.06.2022

000 BGN 000 BGN
8,209

(56) (79)

(26) @25)

(22) k1 30)

(8,093) .

(8,197) (234)

(207) (163)

(195) (397 )

(0.007) (0.014)

(195) (397)
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Statement of changes in equity

All amounts ate in Basic Premium other Retained
'000 BGN. capital resetve resefves earnings
Balance 1 January

2022 27,766 7,651 9,250 13,974
Issued capital

Profit/Loss

Other

comprehensive

income

Revaluation of non-

current asscts - 473

Uncovered Total
loss capital

(29,830) 28,811

473

Total
comprehensive
income - - - -

Balance as of
December 31,
2022 27,766 7,651 9,250 14,447

(29,830) 29284

Profit/1.oss

Other

comprehensive

income

Revaluation of non-

current assets -

Other changes

Total

comprehensive

income - - - -

(195) (195}

(195 (195)

Balance as of June
30, 2023 21,766 7,651 9,250 14,447

(30,025) 29089

Date: 28.07.2023

M Executive
Prepared by: Director:

/Optima Audit AD, £!
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Cash Flow Statement

Clarifications  30.06.2023  30.06.2022
000 BGN 000 BGN

Operations

Receipts from customers 405 38
Payments to suppliers (72) (85)
Payments to staff and insurance institutions (15) (60)
Taxes paid/refunded other than corporate tax 278
Other receipts and payments from operating 2%

activities, net (125)
Net cash flow from operating activities 344 46

Investment activity
Acquisition of property, machinery and equipment
Net cash flow from investing activity

Financial activity

Bond Loan Proceeds

Payments on loans received (52}
Payments of interest, fees and commissions

Lease payments (349) .
Net cash flow from financing activities

Net change in cash and cash equivalents (5) (6)

Cash and cash equivalents at the beginning of the

year 8 B 18

Cash and cash equivalents at the end of the 12

period 12 3

Date: 28.07.2023

Executive
Director;

Agager / /Velichko Klingov/

Prepared by: _ _
/Optima Audit AD, /[
Blagorodna Ata
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Notes to the financial statement

1. General information
The company "Intetcapital Property Development" REIT is registered according to the Real Estate
Secutitization Act. The company functions as 2 collective real estate investment scheme; "real estate
secutitization" means that the company purchases real estate with the money it has raised from

investors by issuing securities (shares, bonds).

The Company's shares are registered for trading on the Bulgarian Stock Exchange - Sofia AD and on
the alternative market "N ewConnect", organized by the Warsaw Stock Exchange.

The company has a single-level form of management. The Board of Directors is composed as follows:
* Velichko Klingov,
* Tsvetelina Hristova.
* "AHELOY 2012" OOD, represented by Petya Georgieva Yordanova,

Investor Relations Director is Radosting Panteleeva,

Setvice companies, in accordance with the requitements of the Social Secutity Administration, are:
"Optima Audit" AD, "Marina Cape Management" EOOD. The main independent real estate appraiser
1s "Dobi 02" ECOD,

2. Basis for Preparation of financial statements

a.  Compliance Statement

tatements adopted by the Commission of the European Union. These include the
Intemational Accounting Standards (IAS), the International Financial Reporting Standards (IFRS) and
the interpretations for their application (SIC - IFRS intetpretations). The International Financial
Reporting Standards also inchude subsequent amendments and additions of these standards and
interpretations for their application, as well as future standards and interpretations for their application
prepared by the International Accounting Standards Board (TASB).

The financial report is drawn up in Bulgarian leva, which is the functional currency of the Company. All
amounts ate presented in thousands of BGN (000 BGN) (including the comparative information for
2021), unless otherwise stated,

accordance with International Financia] Reporting Standards (IFRS), developed and published by the
International Accounting Standards Board (IASB) and adopted by the European Union (EU), in which
investments in subsidiaries are accounted for and disclosed in compliance with IFRS 10 "Consolidated

Financial Statements"
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b.  Responsibilities of management

The actions of the management and employees ate in the ditection of confirming the principles of
good corporate governance, increasing the confidence of shareholders, investors and persons interested
in the management and activity of the Company.

Management confirms that, for the reporting period, it has consistently applied adequate accounting
policies in the preparation of the Annual Financial Report and has made reasonable and prudent

judgments, assumptions and estimates.

The management also confirms that it has adhered to the current accounting standards, and the Annual
Financial Report has been prepared on the going concern basis.

¢.  Working company

The Company has prepared its financial statements for the yeat ending December 31, 2022, based on
the assumption that the Company is a going concetn, which implies the continuation of the current
business activity and the realization of the assets and settlement of the liabilities in the normal course of
its activities. The Company's future financial results depend on the broader economic environment in
which it operates. Factors that specifically affect the Company's results include zero or negative
economic growth, investor confidence, prices of financial instruments, and availability of

subcontractors and suppliers.
The company is in compliance with its financial commitments as of December 31, 2022.

The management has no plans or intentions to foresee a significant limitation of the scale of the activity
and/or transformation in the foresceable future in a petiod of at least one year of the company.

Comparative data

Where appropriate for the better presentation of the financial statements, compatative information is
reclassified to ensure comparability with the cutrent period, and the nature, extent and reasons for the
reclassification are disclosed. When it is practically impossible to reclassify the comparative data, the
Company discloses the reason for this and the nature of the changes that would be made if the
atnounts were reclassified.

3. Changes in accounting policy

a. New and amended standards

The Company's accounting policies are consistent with those applied in the previous reporting petiod,
except for the following amended IFRS adopted from January 1, 2022:

For the fitst time in 2022, some amendments and claifications are applied, but they have no impact on
the Company's financial statements. The Company has not adopted standards, clarifications ot
amendments that have been published but have not yet entered into force.

Onerous contracts — contract performance costs — Amendments to IAS 37

In May 2020, the IASB published amendments to IAS 37 specifying which costs the Company must
include in the assessment of whether a contract is onetous or loss-making. The amendments apply the
“directly related costs approach™. Costs that are directly related to a contract for the provision of goods ot
setvices include both intrinsic costs and cost allocations ditectly related to the assets under the contract.
General and administrative costs are not related directly with a given contract and are excluded, unless they
ate expressly subject to invoicing to the countetparty under the contract . These changes do not affect the
financial statement of the Company.

Reference to Conceptual Framework — Amendments to IFRS 3
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In May 2020, the TASB published Amendments to IFRS 3 Baness Combinations — Reference to the
Conceptual Framework . The amendments are intended to replace the reference to tbe Framework Jor the
Preparation and Presentation of Financial Statements » published in 1989, with a reference to ze Conceptual
Eramework for Financial Reporting . published in March 2018 without significant changes to the
requirements.

The Board also added an exception to the recognition principle in IFRS 3 to avoid potential "day 2"
gains or losses arising on Labilities and conti gent liabilities that would fall within the scope of IAS 37
ot IFRIC 21 Charges if incutred separately. At the same time, the Board decided to clatify the existing
guidance in IFRS 3 on contingent assets, which will not be affected by the replacement of the reference
to the Financial Reporting Framework. These amendments do not affect the Company's financial
statements.

Property, plant and equipment: proceeds before intended use - Amendments to IAS 16
In May 2020, the IASB published Property, plant and equipment - proceeds before intended use,
prohibiting businesses from deducting from the cost of acquisition of property, plant and equipment

Annual Improvements in IFRS 2018-2020

IFRS 9 Financial Instcuments — Fees in the "10 percent” test for writing off financial liabilities
As part of the process for annual improvements ‘to IFRS - 2018-2020, the IASB has published an
amendment to IFRS 9 . The amendment clarifies the consideration that an entity includes when

terms of the original financial liability. These fees include only those paid or received between the
botrower and the lender, including fees paid or received by either the bottower or the lender on behalf
of the other. An entity shall apply the amendment to financial liabiliies that are modified ot replaced

amendment. The amendment is effective for annual reporting periods beginning on or after January 1,
2022, with eatlier application permitted. These amendments do not affect the Company's financial

statements.

IFRS 1 First-time Adopter of Intemnational Financial Reporting Standards - Subsidiaty as a
Ltst-time adopter

As part of the process for annual improvements to IFRS - 2018-2020, the IASB has published an
amendment to IFRS 1 First-time Adoption of International Financial Reporting Standards. The
amendment allows a subsidiary that elects to apply IFRS 1 paragraph D16(a) to measure cumulative
foreign currency translation differences to use the amounts reported by the patent based on the
parent's IFRS transition date . This amendment also applies to associates or joint ventures that elect to
apply paragraph D16(a) of IFRS 1. The amendment is effective for annual teporting periods beginning
on or after 1 January 2022. The eatlier application is allowed. These amendments do not affect the

Company's financial statements.

IAS 41 Agriculture — Taxation of Fair Value Valuation

As part of the process for anmual improvements to IFRS - 2018-2020, the IASB published an
amendment to IAS 41 Agrisulture. The amendment removes the requirement in paragraph 22 of IAS 41
that entities must exclude cash flows related to taxation when measuring the fair value of assets within
the scope of IAS 41. An entity applies the amendment prospectively in respect of fair value
measurements, on or after the beginning of the first annual repotting period beginning on or after
January 1, 2022, Earlier application is permitted. These amendments do not affect the Company's

financial statements.
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b.  Published standatds not yet in force and not previously adopted .

At the date of approval of this financial statement, new standards, amendments and clarifications to
existing standards have been published, but have not entered into force or have not been adopted by
the EU for the financial period starting 1 January 2022 and have not been implemented from an eatlier
date than the Company. They are not expected to have a material effect on the Company's financial
statements. Management expects all standards and amendments to be adopted in the Company's
accounting policy during the first period beginning after their effective date.

The changes are related to the following standards:

® IFRS 17 Insurance Contracts effective from 1 January 2023;

* Amendments to IAS 1: Classification of liabilities as curtent or non-current effective from 1
January 2023;

* Amendments to IAS 1 Presentation of Financial Statements and Statement of Practice under
IFRS 2: Disclosure of Accounting Policies Effective January 1, 2023;

® Amendments to IAS 8 Accounting Policy, Changes in Accounting Estimates and Errors:
Definition of Accounting Estimates Effective January 1, 2023;

¢ Amendments to IAS 12 Income taxes: Deferred tax related to assets and Habilities arising as a
result of a transaction effective from 1 January 2023;

® Amendments to IFRS 10 and IAS 28 — Sale or contribution of assets between an investor and
its associate or joint venture These amendments have not yet been adopted by the EU.

c.  Changes in accounting policy
The adopted accounting policy is consistent with the one applied in the previous yeat.

4. Accounting policy

a.  General conditions
The most significant accounting policies applied in the preparation of these separate financial
statements are presented below.

The financial statements have been prepared in compliance with the valuation principles for each type
of assets, liabilities, income and expenses according to IFRS, The valuation bases are disclosed in detail
further in the accounting policy to the financial statements. The individual financial statement has been
prepared in compliance with the ptinciple of a going concern.

It should be noted that accounting estimates and assumptions wete used in the prepatration of the

presented financial statements. Although they ate based on information provided to management as of
the date of prepatation of the financial statements, actual results may differ from the estimates and

assumptions made.

The statement of financial position presents two comparative petiods when the Company:
a) applies accounting policy retrospectively;
b) tetrospectively recalculates items in the financial statement; or

¢) reclassifies items in the financial statement and this has a significant effect on the information
in the statement of financial position at the beginning of the previous period.

The Company has decided to present two comparative petiods in all cases in order to ensure
consistency of presentation for each year.
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b.  Transactions in foreign currency

The individual elements of the Company's financial statements are valued in the currency of the main
economic envitonment in which the company operates ("functional currency"). The Company's
financial statements are prepared in Bulgarian leva (BGN). It is the Company's functional and
presentation cutrency.

Transactions in foreign currency are reported upon their initial tecognition in the Company's reporting
currency at the official exchange rate for the day of the transaction (announced fixing of the Bulgarian
National Bank). Income and expenses from exchange differences that atise in the settlement of these
transactions and tevaluation of cash positions in foreign currency at the end of the period are reflected
in the Income Statement.

¢.  Income and expenses

Revenue recognition

The Company recognizes tevenue to reflect the transfer of contractually promised goods or services to
customers in an amount that reflects the consideration to which the Company expects to be entitled in

exchange for the transferred goods ot setvices.

The transfer of goods or setvices is based on the concept of transferting control over them, the ability
to direct the use of the asset and obtain substantially all other benefits from it. Control also includes the
ability to prevent other companies from directing the use of the asset and obtaining benefits from it.

Revenue from contracts with customers is recognized as follows:

. over time in a way that reflects the work petformed by the Company under the contract;
. at a cettain point when control of the goods or services is transferted to the customer.
. Revenues from contracts with customers are tecognized based on a 5-stage recognition model,

with a distinction being made in the followin two directions according to the moment of satisfaction
of the performance obligation:

. performance obligation (transfer of control) over time — in this case, revenue is recognized
adually, following the degree of transfer of control over the customer's goods or setvices;

8t of g gt go

. for performance satisfied (transferred control) at a specific point in time — the customer obtains

contro] of the goods or services at a specific time and revenue is trecognized in full at once.

d.  Operating expenses
Operating costs are tecognized in profit or loss when the services are used or on the date they are
mcurred. Watranty costs are recognized and deducted from related provisions when the related revenue
is recognized.

€. Borrowing costs

Bottowing expenses mainly represent interest on the Company's loans. All bortowing costs, including
those directly attributable to the purchase, construction of an eligible asset, are recognized as an
expense in the petiod in which they ate incurred as part of “finance costs” in the Statement of Profit or
Loss and the other comprehensive income. In the Statement of profit or loss and other comprehensive
income, additionally paid bank fees related to the renegotiation of loan telationships are reported. Unil
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the final completion of the CMR for the respective object, the costs of land increase the cost of the
constructed properties. Upon final completion of construction, capitalization of bortowing costs
ceases. The capitalization of these costs is terminated and in the event of a temporary suspension of
CMR.

f. Staff income

For the purposes of the Company's Remuneration Policy, fixed remunerations are all payments or
other benefits that are determined in advance and do not depend on the achieved result, and variable
remunerations ate all additional payments or other benefits that are determined and paid depending on
the achieved result or from other contractually defined conditions.

The remuneration paid cotresponds to the type of professional setvices provided; the level of education
of the employee; the level in the corporate structure it occupies; professional expetience; the imposed
restrictions (prohibition of cartying out a certain activity or action, incompatibility for holding a
position in an additional legal relationship, etc.).

The members of the Board of Directors receive a fixed monthly temuneration, determined by the

General Assembly, which cannot exceed 10 minimum monthly wages. The General Assembly also
decided that the executive director's remuneration should be up to 12 minimum wages.

By decision of the General Meeting of Shareholdets, the members of the Board of Directors may
receive bonuses in the amount of no more than 0.1% of the Company's profit before the distribution
of dividends for each member of the Board of Ditectors, but no more than 0.5% in total for the whole

Advice.

The Company does not owe any other amounts and/or benefits in kind, nor does it set aside or charge
amounts for the provision of pensions, benefits or other compensation upon retitement of the

members of the Board of Directors.

The company forms only permanent remuneration, which is determined in the concluded contracts.
No vatiable temuneration is formed or paid. The permanent remuneration includes:

. basic salary, determined according to the curtent regulations and the applied labor payment
system;

. additional wages of a non-permanent nature, in the extraordinary cases provided for in the
Labor Code, in the regulation or in another normative act, such as for overtime work;

. other labor remunerations defined in a regulatory act;

. remuneration under management contracts and other non-labor contracts — payment
established in the individual contract, which is not ditectly dependent on the evaluation of the
performance of the activity,

Remuneration may include a fhon-monetary compensation package - funds for health prevention, funds
for improving working conditions and technical/computer security, funds for Increasing professional

qualifications, 2s well as additional incentives related to voluntary pension and/or health insurance and
insurance, subject to compliance of the general principles of this policy.

The company may pay additional remunerations of 4 non-permanent nature and in the form of one-
time remunerations for annual results obtained, target bonuses for the petformance of additional
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assigned or successfully completed additional tasks. Additional temuneration may be paid after positive
financial results for the past petiod and positive forecasts for the future petiod.

The company did not benefit from extraordinary state aid.

g. Intangible assets

Intangible assets are initially valued at cost. In cases of independent acquisition, it is equal to the
purchase price, as well as all non-refundable taxes and direct costs mcurred in connection with the

prepatation of the asset for operation.

Subsequent valuation is cartied out at acquisition cost less accumulated depreciation and impairtnent
losses. Impairments incurred are accounted for 2s an expense and are recognized in the Statement of
Profit or Loss and other comprehensive income for the relevant period.

Subsequent costs that arise in relation to intangible assets after initial recognition are recognized in the
Statement of Profit or Loss and other comprehensive income in the petiod in which they occur, unless
it is probable that they will enable the asset to generate more than the originally anticipated future
economic benefits and when those costs can be reliably estimated and allocated to the asset. If these
two conditions ate met, the costs are added to the cost of the asset.

Depreciation is calculated using the straight-line method over the estimated useful lives of individual
assets as follows:

Software 2 yeats

Another 6.5 years

Amortization is included in the “depreciation and impairment charges of non-financial assets” line on
the statement of comprehensive income.

Trademarks and licenses are shown at historical cost. They have a limited useful life and are carried at
cost less accumulated depreciation.

The Company exercises careful judgment when determining whether the critetia for initial tecognition
as an asset of development costs have been met. Management's judgment is based on all information
available at the Statement of Financial Position date. In addition, all activities related to the
development of an intangible fixed asset are monitored and controlled on an ongoing basis by
management.

The selected materiality threshold for the Company's intangible fixed assets is BGN 700,

h.  Propetty, plant and equipment (non-current tangible assets)

Property, plant, and equipment are initially valued at cost, which includes the cost of acquisition, as well
as all direct costs of bringing the asset into working otder.

The subsequent valuation of land and buildings is carred out at a revalued value, which is equal to the
fair value at the date of the revaluation, reduced by subsequently accumulated depreciation and
impairment losses. Revaluations made are presented in the statement of comptehensive income and are
reported against equity (revaluation reserve) if they are not preceded by previously charged expenses.
Upon sale or write-off of the revalued asset, the remaining revaluation resetve is reflected against
tetained earnings.

Subsequent valuation of all other gtoups of assets is carred out at acquisition cost less accumulated

depreciation and impairment losses. Impairments incurred are expensed and recognized in the
statement of profit or loss and other comptehensive income for the relevant period.

Subsequent costs associated with a particular asset of propetty, plant, and equipment are added to the
asset's carrying amount when it is probable that the company will have economic benefits that exceed
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the originally estimated effectiveness of the existing asset. All other subsequent costs are tecognized as
an expense in the period in which they are incurred.

The company has adopted the alternative approach for subsequent valuation of land and buildings and
the recommended one for all other non-current tangible assets.
Increases in value, based on land revaluation, are recorded as an increase in reserves. Decteases that are

up to the amount of previous increases for the same asset will be reported as a decrease in the same
tescrve. Further reductions in the value of the asset ate recorded as a reduction of additional resetves (if

afly) of as a cutrent expense.
The revaluation resetve is recognized as retained earnings after decommissioning the relevant asset.

The tesults of the disposal of non-current assets are determined by comparing the proceeds with the
book value and are reported in the financial result for the period.

When the book value of a non-cutrent asset is higher than its tecoverable amount, that asset is written
down to its recoverable amount.
Property, plant, equipment and equipment acquited under the tetms of a finance lease are depreciated

on the basis of the expected useful life, determined by comparison with similar assets or on the basis of
the value of the lease contract, if its term is shorter.

Depreciation of propetty, plant and equipment is charged using the straight-line method over the
estimated useful lives of individual asset groups as follows:

® Machines 3.3 years

¢ Business inventoty 6.67 years

® Facilities 10 years

¢ Computers 2 years

® Another 6.67 yeats

The chosen materiality threshold for the Company's property, machinery, equipment and equipment is
BGN 700.

L Reporting of leases

On the effective date of the contract, the Company assesses whether the contract constitutes or
contains a lease. Namely, whether the contract transfers the tight to control the use of the identified
asset for a specified petiod of time.

The company as lessee

The Company applies a uniform approach to the recognition and measurement of all leases, except for
short-term leases (e, leases with a lease term of up to 12 months) and leases of low-value assets. The
company recognizes liabilities under leases for the payment of lease installments and right-of-use assets
representing the right to use the assets.

Righs-of-use assets

The Company recognizes right-of-use assets from the commencement date of the lease (ie the date the
underlying asset is available for use). Right-of-use assets are valued at acquisition cost, less accumulated
depreciation and impairment losses, and adjusted for any revaluation of lease liabilities. The acquisition
price of the tight-of-use assets includes the sum of the recognized lease obligations, the initial direct
costs incurred and the lease payments made on or before the lease commencement date, an estimate of
the costs that will be incutred by the lessee in dismantling and moving the the asset, testoring the site
on which it is located ot restoring the asset to the condition requited under the terms of the lease, less

any lease incentives received.
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If, at the end of the lease term, ownership of the leased asset is transfetred to the Company, or the
acquisition price reflects the exetcise of a purchase option, depteciation is calculated using the expected
useful life of the asset.

Right-of-use assets ate also subject to impairment.

Obligations under leases

From the commencement date of the lease, the Company recognizes lease liabilities valued at the
present value of the lease payments to be made over the term of the lease. Lease payments include
fixed payments (including fixed payments in substance) less any lease incentives receivable, variable
lease payments that depend on an index ot interest rate, and amounts expected to be paid under
guarantees for residual value. Lease payments also include the exercise price of a purchase option that is
reasonably certain to be exercised by the Company, as well as lease termination penalty payments if the
lease term reflects the Company's exercise of an option to tetmination.

Vatiable lease payments that do not depend on an index ot interest rate are recognized as an expense
(unless incurred to produce inventory) in the petiod in which the event or condition that triggers the

payinefit occurs.

In calculating the present value of lease payments, the Company uses an intrinsic interest rate on loans
at the lease inception date, as the interest rate embedded in the lease cannot be reliably determined.
After the start date, the amount of the lease obligations increases with the interest and decreases with
the lease payments made. In addition, the carrying amount of lease liabilities is teassessed if there is g
modification, change in lease term, change in lease payments (for example, changes in future payments
as a result of a change in the index or interest rate used to determine those lease payments). or a change
in the valuation of the option to putchase the underlying asset.

Short-term leases and leases of low-value assets

The Company applies the exemption from recognition of short-term leases in tespect of its short-term
leases, the lease term of which is 12 months or less from the inception date and which do not contain
an option to purchase. It also applies the exemption from recognition of leases of low-value assets to
leases of office equipment that are considered to be of low value. Lease payments under short-term
leases and leases of low-value assets are expensed on a straight-line basis over the term of the lease.

j- Impairment tests of intangible assets and properties, machinery, equipment
and facilities

When calculating the impaitment, the Company defines the smallest distinguishable group of assets for
which independent cash flows can be determined - a cash flow genetating unit. As a result, some of the
assets are subject to an impairment test on an individual basis and others on a cash-generating unit

basis.

All assets and cash-generating units are tested for impairment when events or changes in citcumstances
indicate that their carrying amount may not be tecoverable.

When the recoverable amount of an asset or cash-generating unit is lower than the cotresponding book
value, the latter should be reduced to the amount of the recoverable amount of the asset. This
reduction represents an impairment loss. To determine the recoverable amount, the Company's
management calculates the expected future cash flows for each cash-generating unit and determines the
apptopriate discount factor to calculate the present value of those cash flows. The data used in the
impairment testing is ditectly related to the Company's most recently approved estimated budget,
adjusted as necessary to exclude the impact of future reotganizations and significant asset
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improvements. Discount factors are determined sepatately for each cash-generating unit and reflect the
tisk profile assessed by the Company's management.

Impairment losses of a cash-generating unit are allocated to reduce the carrying amount of the assets of
that unit in proportion to their carrying amount. The Commpany's management subsequently assesses
whether there are indications that the impairment loss recognized in prior years may no longer exist ot
may have been reduced. An impairment loss recognized in a previous period is reversed if the
recoverable amount of the cash-generating unit exceeds its carrying amount.

k. Investment property

The Company accounts as investment property for buildings that are held ptimarily to obtain rental
income or for capital appreciation or both, but also for sale in the ordinary coutse of business.

Investment properties are recognized as an asset in the Company's financial statements only if the
following two requirements are met:

* future economic benefits are likely to be derived from the investment property

® the value of investment properties can be reliably estimated.
Investment properties are initially valued at cost, which includes the purchase price and any costs that
are directly related to the investment property — for example, legal fecs, property transfer taxes and
other transaction costs.
After initial recognition, investment properties are accounted for using the fair value model. Fair value
tepresents the most likely price that could be obtained in the market at the balance sheet date.
Investment propettics are revalued on an annual basis and are included in the Statement of Profit or
Loss and other comprehensive income at market values. They are determined by independent valuers
with a professional classification and significant professional experience, as well as recent expetience in
the location and categoty of the property being valued, based on evidence of market conditions.

The gain or loss arising from a change in the fait value of the investment propetty is included in profit
or loss in the petiod in which it arises.

Subsequent costs related to investment properties alteady recognized in the Company's financial
statements atc added to the carrying amount of the properties when it is probable that the Company
will receive future economic benefits exceeding the initially estimated value of the existing investment
properties. All other subsequent costs are recognized as an expense in the period in which they are
incurred.

The company writes off its investment properties when they ate sold or when they are permanently
removed from use, in the event that no economic benefits are expected from their sale. Gains or losses
atising from their retirement ot sale are recognized in the Statement of Profit or Loss and other
compzrehensive income and are determined as the difference between the net proceeds from the sale

and the carrying amount of the asset.

Rental income and operating expenses related to investment properties are reported as "sales revenue"
and "matetials costs", "external setvice costs" and "other costs”, respectively.

3>

L Financial actives
Financial instruments — initial recognition and subsequent measurement
Initial recognition
The company classifies upon initial recognition the financial assets in one of the following categories:

1. Assessed at depreciated vahe,

2. Measured at fair value through other comprehensive income and
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3. Measured at fair value through profit or loss.

The classification is determined on the basis of the business model for managing the given class of
financial assets and the contractual charactetistics of the cash flows, Investments held by the Company
for the purpose of obtaining profit from shott-term sales of teverse purchases ate classified as financial
assets held for trading. Investments in debt instruments that the Company holds within a business
model in order to collect the agreed cash flows are classified as financial assets, reported at amortized
cost. Investments in debt instruments that the Company holds within a business model for the purpose
of collecting the agreed cash flows and selling them are classified as financial assets at fair value in other
comprehensive income.

Financial assets reported at amortized cost

The following financial assets of the Cotnpany may fall into this category, depending on the chosen
business model and the characteristics of their cash flows: trade receivables, credits and loans,
receivables under leasing contracts, receivables from deposits provided, receivables from assignments,
receivables acquired through assignments, credits and loans acquited through assignments, held-to-
maturity investments.

Trade receivables

Trade receivables are sums owed by customers for goods sold ot setvices petformed in the ordinary
course of the company's business. They are usually settled within 30 days and are therefore all classified
as current. Trade recetvables are initially recognized at the amount of the unconditional receivable,
unless they contain significant financial components, in which case they are recognized at fair value.
The Company holds trade receivables for the purpose of collecting contractual cash flows and
therefore subsequently measures them at amortized cost using the effective interest method.

Other receivables

These amounts generally arise from transactions outside the company's normal operating activities.
Interest may be charged based on matket interest rates when the repayment period exceeds six months.
Usually the collateral is not received. Non-cutrent other receivables are due and payable within three

yeats after the end of the reporting period.
Financial assets at fair value through other comprehensive income

Debt instruments that the Company holds as part of a business model with the objective of both
collecting the contractual cash flows and selling the asset and where the contractual cash flows give tise
only to payments of principal and interest are reported at fair value through other comptehensive
income.

The following financial asscts of the Company may fall into this category, depending on the chosen
business model and the characteristics of their cash flows: trade receivables, credits and loans,
teceivables under leasing contracts, receivables from deposits provided, receivables from assigniments,
receivables acquired through assignments, credits and loans acquited through assignments, financial
assets, debt instruments that ate available for sale.

Financial assets at fair value through profit or loss

This category of financial assets is divided into two subcategoties: financial assets held for trading and
financial assets not classified in the above two categoties. A financial asset is classified in this category if
it is acquired for the purpose of selling in the shott term or its contractual chatacteristics do not meet
the condition that they give tise to payments of principal and interest only. Detivatives are also
categotized as held for trading unless designated as hedging instruments. These financial assets can be
debt or equity instruments.

Subsequent valuation of financial assets
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Financial assets reported at amortized cost

After initial recognition, assets are reported at amortized cost.

Amortized cost accounting requites the application of the effective interest method. The amottized
value of a financial asset is the value at which the financial asset was otiginally recorded, less principal
tepayments plus or minus accumulated amottization using the effective interest rate method of any
difference between the original value and the matutity value and less impairment.

Financial assets at fair value through other comprebensive income

After initial recognition, the asset is measured at fair value, taking into account changes in fair value in
the tevaluation reserve of investments in securities (other comprehensive income). When the debt
instrument is written off, the accumulated gains or losses tecognized in other comprehensive income
are transferred to profit or loss.

Financial assets at fair value through profit or loss

After initial recognition, the asset is measured at fair value, taking changes in fair value into profit ot
loss.

Impairment of financial assets

The Company recognizes an allowance for expected credit losses for all debt instruments that are not at
fait value through profit or loss. Expected credit losses ate based on the difference between the
contractual cash flows and any cash flows the company expects to receive, discounted on an annual
basis at the initial effective interest rate.

The amount of expected credit losses recognized as an allowance for impairment depends on the credit
tisk of the financial asset at its initial recognition and on the change in credit risk in subsequent
accounting periods. Three stages of credit risk deterioration have been introduced, with specific

reporting requirements for each stage.

. Stage 1 (regular exposures) - financial assets are classified without an indication of an increase in
credit risk compared to the initial assessment. For financial instruments for which there has been no
significant increase in credit risk compared to initial recognition, an adjustment is recognized for
expected credit losses arising from a possible default in the next 12 months.

. Stage 2 (exposures with impaired service) - financial assets are classified with 2 significant
increase in credit risk compared to the initial assessment, but without objective evidence of impairment.
Recognition is requited for those credit exposures for which there has been a significant inctrease in
credit risk compared to initial recognition. Interest is charged based on the gtoss book value of the
instrument.

. Stage 3 (exposures with credit impairment) - financial assets with a significant increase in credit
tisk and for which there is objective evidence of impaitment are classified. For those exposures that ate
non-performing, a credit impairment is required to be tecognized for the remaining life of the
exposure, regatdless of the time of default. Interest is calculated based on the depreciated value of the

asset.
Trade receivables and contract assets

The Company applies IFRS 9's simplified approach to measuring expected credit losses, whete a
lifetime expected loss allowance is charged for all trade receivables and contract assets.

To measute expected credit losses, trade receivables and contract assets ate gtouped based on shared
credit risk characteristics and days past due. Contract assets relate to work in progress and have the
same tisk charactetistics as trade receivables for the same types of contracts. The Company recognizes
in profit or loss — as an impairment gain ot loss — the amount of expected credit losses (or their
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reverse recovery). When an allowance for expected credit losses is tecognized through other
comprehensive income, any adjustment to it is recognized in other comprehensive income.

No changes wete made to the methodology and assumptions on which the Company based its
calculations of expected credit losses.

Write-off of financial assets

A financial asset is written off by the Company when the contractual tights to the cash flows from that
asset mature ot when the Company has transferred these rights through a transaction in which all
significant risks and rewards arising from the ownership of the asset are transfetred to the buyer. Any
patticipation in an alteady transferred financial asset that the Company retains or creates is accounted
for separately as a separate asset or liability.

In cases whete the Company has retained all ot a greater part of the risks and benefits associated with
the assets, the latter are not written off from the financial statement (an example of such transactions
are 1cpo transactions - sale with an arrangement for repurchase).

In transactions where the Company neither retains nor transfers the risks and benefits associated with a
financial asset, the lattet is written off from the statement of financial position when and only when the
Company has lost control over it. The rights and obligations that the Company retains in these cases
are reported separately as an asset or a liability. In the case of transactions in which the Company
retains control over the asset, its reporting in the statement of financial position continues, but to the
extent determined by the extent to which the Company has retained its participation in the asset and
bears the risk of changes in its value.

Subsequent assessmeant of financial liabilities

The subsequent valuation of financial liabilities depends on how they were classified upon initial
recognition. The company classifies its financial liabilities in one of the following categories:

Liabilities at fair value through profit or loss

Liabilities are classified in this category when they are principally held for sale in the near future (trade
payables) or are derivatives (except for a detivative that is designed for and is an effective hedging
instrument) or qualifies for this category , determined at initial tecognition. All changes in fair value
relating to liabilities at fair value through profit or loss are tecognized in the statement of profit or loss
and other comprehensive income on the date they arise.

Liabilities reported at amortized cost

All liabilities not classified in the previous category fall into this category. These liabilities are accounted
for at amortized cost using the effective intetest rate method.

Items classified as trade and other payables are generally not revalued because the payables are known
to have a high degree of certainty and settlement is short-term.

The following financial liabilities of the Company usually fall into this category: trade liabilities, credits
and loans, liabilities under leasing contracts, liabilities under received deposits, liabilities under cessions.

Write-off of financial liabilities

'The Company writes off a financial liability when the contractual obligations under it ate repaid, expire
or are cancelled.

The difference between the catrying amount of the financial liability written off and the benefit paid is
recognized in profit or loss.
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Offsetting financial asset and financial liability

Financial assets and financial liabilities ate offset and the statement of financial position presents the
net amount when:

. has a legally enforceable right to offset recognized amounts; and
. intends to eithet settle on a net basis or realize an asset and simultaneously settle a liability.

The offsetting of a recognized financial asset and a recognized financial liability and the presentation of
the net value are different from the write-off of a financial asset ot financial liability.

A right of set-off is a legal right of a contractual debtor to settle or otherwise eliminate all or part of an
amount owed to a creditor by deducting from that amount an amount owed by the creditor.

m. Inventory, construction in progress

The company cartics out its activities only by assigning the vatious types of activities to specific
contractors. That is, the company does not have its own staff and outsources all work to external
companies. ‘The cost of the unfinished construction consists of the costs of design, construction and
assembly works, advertising, construction supervision, fees and others. The cost of the finished product
also includes the costs of loans raised fot the construction of 2 specific object.

In the cost price of the finished product (real estate - apattments, commetcial establishments, etc.) will
be included as an element and patt of the value of the land, which corresponds to its depreciation, as a
consequence the limited rights of disposal. The land will be appraised (according to the requirements of
the Bulgarian legislation) at least once a yeat by an independent licensed appraiser.

Direct costs are accumulated at the tine of their execution by batches for the specific objects, and
indirect costs are distributed in proportion to the direct costs incutred for the object.

Inventories include materials and finished goods. The cost of inventories includes the costs of
putchasing and other direct costs related to their delivery. The costs of used financing are included in
the value of material stocks (unfinished construction), taking into account analytically the belonging to
the relevant object, and after the final completion of the construction and assembly works, the
financing costs ate teported in the result . When the SMR is suspended, the reporting of the costs of
interest, fees and commissions on used financing for the unfinished construction is stopped.

The Company determines inventory costs using the weighted average cost method.
When selling inventories, their book value is recognized as an expense in the petiod in which the
cotresponding income is recognized.

n. Income taxes
The financial result of the Company is not subject to corporate tax, according to Art. 175 of the
Cotporate Income Tax Act.

0.  Cash and cash equivalents
The company reports as cash and cash equivalents available cash and cash on bank accounts.
For the putposes of the statement of cash flows, cash and cash equivalents include cash and cash
equivalents as defined above.

p.  Equity and dividend payments
The shate capital of the Company reflects the nominal value of the issued shares,

Retained earnings include the current financial result shown in the Statement of Profit ot Loss and
othet comprehensive income, as well as accumulated profits and uncovered losses from previous years.
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The company is obliged under Att. 10 of the Law on companies with a special investment purpose to
distribute as a dividend not less than 90 percent of the profit for the financial year, determined in the
manner indicated below and in compliance with the requirements of Att. 2472 of the Commercial Law,
Distributable profit is the financial result (accounting profit/loss) adjusted as follows:

1. increased/decteased by costs/incomes from subsequent teal estate assessments;

2. increased/decreased by losses/profits from transactions on the transfer of ownership of real
estate;

3. increased/decreased in the year of transfer of real estate ownership by the positive/negative
difference between:

a) the sale price of the real estate, and

b) the amount of the historical price of the real estate and the subsequent costs that led to an
increase in its balance amount;
The company can only issue dematerialized shares registered on accounts in the Central Depository.

Shares of the company may be subscribed only against cash contributions and after payment of their
full issue value, except in cases of conversion of bonds issued as convertible into shates. Common

stock is classified as equity.

Incremental costs inherent in issuing new shares or options are shown in equity as a reduction of
proceeds, net of tax. Additional costs directly related to the issuance of new shares are included in the

acquisition price as patt of the purchase consideration.
The company cannot issue shares that give the right to more than one vote or an additional liquidation
share.

The company may issue different classes of shares. Shates of a single class grant equal rights to
shareholders.

The company may issue the following classes of shares:

class A — ordinary registered shares with voting rights and
class B — preferred shates with the right to a guaranteed or additional dividend and without voting

rights.
The difference between the nominal value of the imitation shates and the issue value is referred to
additional reserves and constitutes an element of the company's equity capital.

q.-  Pension and other obligations to the staff

Short-tetm personnel liabilities include wages, salaries and social security benefits.

The Company has not developed and does not implement post-employment benefit plans or other
long-term benefits and post-employment benefit plans either in the form of stock-based or equity-
based compensation, as by law it may appoint to an employment contract only one petson - director of

investor relations.

r.  Provisions, contingent assets and contingent liabilities

Provisions are recognized when it is probable that present obligations as a result of past events will
result in an outflow of resources from the Company and 2 reliable estimate of the amount of the
obligation can be made. The timing or amount of the cash outflow tnay not be certain. A present
obligation arises from the existence of a legal or constructive obligation as a result of past events.
Restructuring provisions are recognized only if a detailed formal restructuting plan has been developed
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and implemented or management has announced the main points of the restructuring plan to the
affected parties. Provisions for future business losses are not recognized.

The amount that is recognized as a provision is calculated on the basis of the best estimate of the costs
necessary to settle the current liability at the end of the reporting petiod, also taking into account the
risks and uncertainties, including those related to the current liability. Provisions are discounted when
the effect of timing differences in the value of money is significant.

Indemnities from third parties in connection with a given obligation of the Company are recognized as
a separate asset. This asset, however, cannot exceed the value of the relevant provision.

Provisions are reviewed at each balance sheet date and their value is adjusted to reflect the best estimate
at the balance sheet date. In cases where it is considered unlikely that an outflow of resources will occur
as a result of a curtent liability, such liability is not recognised. The Company does not recognize
contingent assets because theit recognition may result in the tecognition of income that may never be

realized.

s.  Significant management judgments in applying accounting policies

Significant judgments made by Management in applying the Company's accounting policies that have
the most material impact on the financial statements are described below. The main soutces of

uficertainty in the use of accounting estimates are described in a note

5. Uncertainty of accounting estimates
In preparing the financial statements, management makes a number of assumptions, estimates and
assumptions regarding the recognition and valuation of assets, liabilities, income and expenses.

Actual results may differ from management's assumptions, estimates and assumptions and in rare cases
will be completely consistent with previously estimated results.

Information about the material assumptions, estimates and assumptions that have the most significant
impact on the recognition and measurement of assets, liabilities, income and expenses is presented
below.

Determining the term of the lease for contracts with renewal and termination options -
Company as lessee

The Company defines the term of the lease as the irrevocable term of the lease, together with any
petiods covered by an option to extend it if it is reasonably certain that the option will be exercised, or
any petiods covered by an option to the termination of the lease if it is reasonably certain that the

option will not be exercised.
Useful lives of depreciable assets

Management reviews the useful lives of depreciable assets at the end of each reporting period. As of
December 31, the management determines the useful life of the assets, which represents the expected
period of use of the assets by the Company. The balance sheet values of the assets are analyzed in note
6. The actual useful life may differ from the estimate due to technical and moral wear and tear,
primatily of software products and computer equipment.

Impairment of receivables

The Company uses an adjustment account to record the provision for impairment of hard-to-collect
and uncollectible receivables from customers. Management assesses the adequacy of this provision
based on an age analysis of the receivables, historical expetience of the level of bad debt write-offs, as
well 25 an analysis of the solvency of the tespective customer, changes in the agreed payment terms, etc.
If the financial condition and results of operations of customers detetiotate {(more than expected), the
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value of receivables that must be written off in subsequent accounting periods may be gteater than
expected at the balance sheet date.

6. Property, plant and equipment

The balance sheet value of propetty, plant and equipment can be ptesented as follows:

Reporting value
Balance as of January 1,

2022.

Newly acquired assets
Change as a result of
revaluation

Assets written off

Balance as of December 31 ,
2022

Amortization

Balance as of January 1,
2022,

Depreciation written off
Amortization

Balance as of December 31,
2022

Book value to

December 31, 2022

Reporting value

Balance as of January 1,
2023

Newly acquired assets
Change as a result of
revaluation

Assets written off
Balance as of December
31,2023

Amortization
Balance as of January 1,
2023

Earth Facilities Computer Assets under Total
and other construction
equipment
000 BGN '000 000 BGN 000 BGN
BGN.
9388 544 4 8163 18098
- 4,273
4,273
(98) - (1182) (1,280)
9,290 _ 544 4 11,254 21,092
(544) 4 (548)
- (544) 4 (548)
9,290 __ - - 11,254 20,544
Earth  Facilities Computer Assets under Total
and other construction
equipment
000 BGN '000 000 BGN 000 BGN
BGN.
9,290 544 4 11,254 21,092
- 648 648
(974) - (6,980) (7,954)
8,316 544 4 4,922 13,786
(5449)
* (>48)
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Depreciation written off -

Amortization - -
Balance as of December 31 ,

2023 - (544) (4) (548)
Book value as of

December 31, 2023 . 8,316 - - 4,922 13,786

1. Investment property

The properttes that have been built and received a certificate of occupancy, which have not been sold
and accordingly transferred to customers, are reflected in the Statement of Financial Position in the
"Investment Properties” section, since the Company has a limitation to operate the independently
constructed assets, and the income that it can receive , is by outsourcing the management activity to
third parties. Investment properties ate initially valued at cost, which includes any costs that are directly
related to the investment property - for example, M&A, design, legal fees and other costs. After initial
recognition, investment propertics are accounted fot using the fair value model.

In accotrdance with the requirements of the Law on companies with a special investment purpose, the
Board of Ditectors assigned the evaluation of all properties owned by the Company to the independent
appraiser "Dobi 02 " EOOD, whose results are reflected in the financial report for 20 2 2 years..

The following table reflects the change in the size of investment properties in 2022 and 2021 .

30.06.202 3

000 BGN

Book value as of January 1, 2023 . 21,092

Newly acquired assets 648

Assets written off (7954)
Net gain/(loss) from change in fair value

Book value as of June 30, 2023 . 13,786

31.12.2022

000 BGN

Book value as of January 1, 2022 25,890

Newly acquired assets 91

Assets written off (70)
Net gain/(loss) from change in fair value

Book value as of December 31, 2022 , 28,908

Accotding to the theory of business valuation, in general, indications of the fait matket value of a given
property can be obtained by adopting three main approaches: market approach; income approach and
cost approach. When using the cost and market approach, objects are considered statically, that is, as
they are at the time of valuation. With the income approach, the detetmined value of the evaluated
subject also takes into account the perspective in its development - its profitability. In accordance with
the purpose of the evaluations, the evaluation team adopted the method of comparative value (market
approach) as the most suvitable for determining the market value of the object. The price of the
propetty in this case is basically formed on the basis of the studies for transactions with similar real
estate realized on the free market. The comparative value method looks for the assumed market price
of properties close in quality to the appraised one. When determining the market value of the property,
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information was used on three similar properties with characteristics close to the apptaised one, located
in the same area, for which transactions wete completed in the last six months of the previous yeat.
The sales ptices of the three compared properties have been brought into uniformity with respect to
the characteristics of the assessed property, being adjusted by an area factor taking into account their
differences.

The following was used in the preparation of the assessment:
¢ Information obtained duting the site inspection;
¢ Information and documents regarding the legal status of the site;

* Information bulletins, price lists and reference books from official publications of the Ministry
of Construction, Bulgarian Construction Chamber, etc.;

® Information from the evaluator's own expetience.

The company invested in the construction of two sites - " Matina Key " and "Grand Borovets", a
detailed presentation of which is made below.

In 2010, the construction of the Martina Cape site was fully completed, specifically Zone 4 of the site
was finalized, for which an occupancy permit was obtained in August 2010. In addition, finishing works
and retrofitting were completed on all remaining properties on the site, which were previously reported
as construction in progress. As a result, by decision of the Board of Directors dated 01.10.2010, all
unsold propetties in the "Marina Cape" site are reflected as investment properties.

In 2021 , the company concluded a contract with MKM OOD for the reconstruction and
modetnization of the so-called zone 4, The same envisages the reconstruction of the existing large and
non-functional apartments to be made into small functional studios, with the aim of easy and practical
use for tourist purposes, and also with the aim of easy sale. Modern technologies for heating and
ventilation, access control, video surveillance, etc. will be introduced. The area is intended to function
practically as a small hotel, with all the necessary amenities. In this way, the seasons of use will be
extended by holding mass events. A building permit has been issued for the reconstruction and it is
planned to be completed in the second quarter of 2023 and to be maximally used in the 2023 season.

There are two sites that are being built on the Company's own land, detailed below:

Marina Cape facility

Holiday complex "Marina Cape" is located in the peninsular part of the Black Sea town of Aheloy,
which provides a picturesque view of both the bay and the open sea. This is reflected both in the urban
planning solution - the plastic S-shaped shape of the fitst and second zones, and in the design of the
individual dwellings. A vertical accent in the general silhouette ate the lighthouse and the clock tower.

The complex consists of four separate areas, spread ovet a propetty with an area of 40,000 sq.m. and
forming a total built-up area of over 66,000 sq.m., with a total of 761 apattments. The complex has 4
testaurants, 4 cafes, 14 shop premises, two squash halls (licensed by the Squash Federation), premises
for a Medical-Dental Centre, a fully equipped and wotking fitness and spa centre, 2 bowling alley, a
children’s centre, a premises intended for bank office, administrative part, offices, two swimming pools
and service rooms for the respective sites.

Each of the zones consists of separate sectors (27 in total), the majotity of which are residential, with
the exception of the sectors intended for: a bank office, a sports and entertainment area, a children's
center and Sector 27 - a restaurant on two levels. Some of the residential sectots include public facilities
- restaurants, cafes, shops, offices, premises for a medical center, gym. In the central patt of the
complex there is a swimming pool with a total area of 910 sq.m. with a water bar and a children's pool,
and in the north-eastern part there is 2 pool with an area of 470 sq.m.
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A special landscaping project has been developed for the surrounding space of the holiday complex,
and the ground floor apartments of most of the buildings have separate couttyards.

The total atea of the commercial and public service facilities in the complex is nearly 12,000 sq.m.

For the needs of the complex, a new water supply, sewerage and powet transmission network was built
and put into operation, the existing roads and streets in the area were rehabilitated, and a completely
new toad connection was built. Implemented the necessaty systems to provide telephones and Internet,
including a wireless Internet network, as well as fire alatm and video surveillance systems.

Object Grand Borovets

The project envisages the construction of residential properties mainly for vacation use in a separate
complex of buildings. The complex has the trade name "Grand Botovets". It is located in the area in
k.k. Borovets. Borovets is located 62 km away. Southeast of Sofia. Borovets is one of the oldest and
most famous winter resorts in Bulgaria. Today, Borovets is the largest Bulgarian ski center in terms of
length and capacity of ski slopes and facilities. The clitnate in the resort is moderate, the winter is mild
and with a lot of snowfall. The average temperature in January, which is the coldest month, is around
4.8° C. The ski season usually lasts from mid-December to April. The resort offers excellent conditions
for winter sports: alpine skiing, snowboarding, ctoss-country skiing, maintaining marked tracks with a
total length of 58 km, the longest of which is 12 km. The tesott has 12 lift facilities with a total length
of over 14 km. The lifts provide access to the sutrounding peaks — Mount Musala, Mount Malka
Musala, Mount Irecek, Mount Deno, Mount Aleko.

The Grand Borovets complex

The project is an "L"-shaped building, located in the southeastem part of the plot, with an exit to two
streets. The first two levels of the building ate semi-underground, due to the large unevenness of the
tetrain. The three residential floors and the mezzanine floor are completely above the ground. Hotel
complex "Grand Borovets" is located in the old center of the Botovets resott. In the past, a summer
cinema functioned in the same place. The property was part of the forest fund, in its northwest part
there is a dense forest, and in the southwest it borders 2 small river.

The commercial and administrative area and setvice facilities for the complex ate located on the ground
floor and basement. These include a reception hall with reception and administration, a lobby bar, a
110-seat restaurant with a banquet hall and a covered terrace, two shops, 2 ski storage room, a fitness
and spa center, an indoor swimming pool, a children's center, a bowling alley, a hair salon, a lobby with
a registry office, as well as and technical and setvice premises and sanitary units, including for disabled
people. The total area of the commercial establishments is 3,140 sq.m. ‘The complex also has a covered
parking lot on two levels for 34 parking spaces, as well as an open one with 16 parking spaces.

The residential part of the complex consists of 75 apartments with a total built-up area of 5,175 sq.m.
They represent 41 studios, 14 apartments, mainly one-bedtooms, and a wide variety of maisonettes.

A landscaping project will be implemented in the sutrounding atea, with paths and park lighting, and
the coniferous forest will be presetved.

On 20.03.2023, the Company signed an agreement with "BI GI IMO" AD, by virtue of which it
transferred to "BI GI IMO" AD the right to acquite the right of ownership of leased objects under a
Real Estate Financial Lease Agreement, under which contract the Company is the lessee. "BI GI IMO"
AD acquires the right for the sum of BGN 8,069,527.13 (eight million sixty-nine thousand five
hundred twenty-seven BGN and thirteen cents).

In this connection, a set-off of counterclaims of "BI GI IMO" EAD to the Company in the amount of

BGN 6,669,527.13 (six million six hundred sixty-nine thousand five hundred twenty-seven BGN and
thirteen cents) was made; as a result of which the remaining claim of INTERCAPITAL PROPERTY
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DEVELOPMENT REIT to BI IMO EAD is in the amount of BGN 1,400,000 (one million four
hundred thousand BGN).

Collateral provided on real estate owned by "Intercapital Property Development" REIT for obligations
of the Company:

Provided secutity fot obligations to a bond loan

Number of real estates under Area of real estate under Book value Of.the collateral
the collateral the collateral provided
000 BGN
60 residential objects 4,811 sq.m. 6,931 712
19 commercial /'warehouse sites 1,555 sq.m. 2,009,867
land 40,000 sq.m. 4,517,000

8. receivables

The following table shows the more important trade receivables:

30.06.202 3 31.12.2022
000 BGN 000 BGN

Gtand Borovets 2013 Ltd - -
Marina Cape Management Ltd 1402 1 859
Others 10 8
Impairments accrued - -
Net receivables 1412 1 867

Receivables from customers represent unpaid, remaining installments due to the Company on
transferred real estate from a complex of residential buildings for seasonal use "Martina Cape". The
carrying amount of trade receivables is considered a reasonable approximation of their fair value.

All of the Company's trade receivables are reviewed for indications of impaitment. During the
reporting period All trade receivables are subject to credit risk.

9. Advances granted
Advances granted to suppliers are presented in the following table:

30.06.2023 31.12.2022
000 BGN 000 BGN

Gergana Nedina-notary public 6 6
Marina Cape Management Ltd 2171 2,658
Total 2177 2,664

The advances provided are in connection with the completion of holiday propetties in the Malrina
Cape complex in Aheloy.
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10. Other receivables

30.06.202 3 31.12.2022 2
000 BGN 000 BGN

Current:

VAT recovery 1

Guarantees provided :

Recetvable from sale of subsidiary 98 98
Others 2,089 108

Current other receivables 2 207 207

11. Financial assets
The company's funds are kept in the depository bank - "Unicredit Bulbank" JSC - branch St. Sunday.

Cash includes the following components:

30.06.2023 31.12.2022
000 BGN 000 BGN

Cash and bank funds:
- Bulgarian Levs 3 7
- euto 0 1
Total 3 8
12. Equity
Share capital

The registered capital of the Company consists of 27,766,476 ordinary shares with a nominal value of
BGN 1 pet share. All shares have the right to receive a dividend and a liquidation share and represent
one vote from the General Mecting of the Company's shareholdets.

30.06.2023 31.12.2022
2

000 BGN 000 BGN

Issued and fully paid shares:

- in the beginning of the year 27,766,476 27,766,476

- issued during the year - -
Total shares authotized. 27,766,476 27,766,476

13. Credits, loans reported at amortized cost

30.06.202 3 31.12.2022 2
000 BGN 000 BGN 000 000 BGN 000 BGN 000
BGN BGN
Long term Short term Total ILong term Short term Total

Liabilities to
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financial institutions
Bond loan 11,735 11,735 11,735 405 12140

Other commercial i
obligations i

11,735 11,735 11,735 405 12140

On 17.09.2021, the Company successfully placed a second corporate issuc of bonds under the
conditions of a primary ptivate offering. The bond loan has a total nominal and issue value of EUR
6,000,000, divided into 6,000 ordinary, non-privileged, registered, non-current, secured, interest-
beating, non-convertible, freely transferable bonds, with a nominal value of one bond - EUR 1,000.
The nominal annual interest rate is fixed at 6.00% and interest payments every 6 months, the tetm of
the bond issue is 60 months. The purpose of the issue is the refinancing of an existing loan and
investments with an investment purpose in the v.c. Marina Cape. The characteristics of the bond loan
are detailed in the memorandum to it. The Board of Ditectors chose "TEXIM BANK" AD as trustee
of the issue, which was elected by the First Genetal Meeting of the bondholders.

14. Trade obligations
The following table reflects the more significant obligations of the Company as of June 30, 2023 .

30.06.2023 31.12.2022

2

000 BGN 000 BGN

Marina Cape Management Ltd 2,544 2101
IP Intercapital Markets AD 3 3
Othets 50 46
Total 2,597 2150

15. Amounts received in advance from customers

Amounts received in advance from customers include

30.06.2023 31.12.20222
000 BGN 000 BGN

Foreign natural petsons 748 878
Guarantee deposits from customers under concluded contracts 559 559
Total 1307 1437

16. Tax obligations

30.06.2023 31.12.2022
0006 BGN 000 BGN

Obligations for VAT

Real estate tax and municipal waste tax obligations 62 38
Total 62 38
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17. Obligations to staff and insurance institutions

Current:

Payroll obligations
Insurance obligations
Total

18, Sales revenue

Sales revenue includes:

Sale of investment properties
Management of investment propetties
Others

Total

19. Costs for external setvices

External service costs include:

Commissions and advertising

Taxis,

Consulting services - evaluation, accounting and auditing setvices
Telecommunications services

Others

Total

20. Staff costs

Staff remuneration costs include:

Wage cost

Compensable leave expenses

Social security costs

Social security costs for compensable leave

Total

30.06.2023 31.12.2022
000 BGN 000 BGN
102 100
9 2
11 102
30.06.2023 30.06.2022
000 BGN 000 BGN
8199
10
8,209
30.06.2023 30.06.2022
000 BGN 000 BGN
(12) (28)
(30) (32)
@ ©)
(12) (16)
(56) (79)
30.06.2023 30.06.2022
000 BGN 000 BGN
22) @1)
@ @
(26) (25)
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21. Book value of assets sold

In the article "Balance value of assets sold”, the Company teports the book value of alienated
investment propetties.

Exemption of the investment property can occur through sale or through the establishment of a right
of use. When determining the date of exemption for investment property, the Company applies the
criteria in IAS 18 for the recognition of income from the sale of goods or takes into account the

relevant instruction in the supplement to IAS 18 .

During the reporting pertiod, the company sold a tesidential atea of 79.37 square meters at a value of
BGN 129,000.

22, Earnings/ (Loss) per share

Basic income/(loss) per share and diluted income/(loss) per share were calculated using the net
profit/(loss) attributable to the Company's shareholders as the numerator. The weighted average
number of shares used to calculate basic income/(loss} per share and net income/(loss) allocable to
holders of common stock.

30.06.2023 31.12.2022
000 BGN 000 BGN

Profit/(loss), (195) 473
Weighted average number of shates (in '000 BGN) 27,766 27,766
Basic income/ (loss) per share (in BGN '000) (0.007) 0.017

b . Transactions with key management personnel
The key management personnel of the Company include the members of the Board of Ditectots. The
remunetation of the key management personnel includes the following expenses:

30.06.2023  30.06.2022
000 BGN 000 BGN

Remuneration to natural persons 22 21
Award to Aheloy 2012 -
Total 22 21

The membets of the Board of Directors receive a fixed monthly remuneration, determined by the
General Assembly, which cannot exceed 10 minimum monthly wages. The General Assembly also
decided that the executive directot's remuneration should be up to 12 minimum wages.

By decision of the General Meeting of Shareholders, the membets of the Board of Directors may
receive bonuses in the amount of no more than 0.1% of the Company's profit before the distribution
of dividends for each member of the Board of Directors, but no more than 0.5% in total for the whole

Advice.

The Company does not owe any other amounts and/or benefits in kind, nor does it set aside or charge
amounts for the provision of pensions, benefits or other compensation upon retirement of the
membets of the Boatd of Directors.
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The members of the Board of Directors have not received remuneration or compensation from
subsidiaties of the issuer and the latter have not set aside or accrued amounts to provide pensions,
benefits ot other compensation upon retirement of the members of the Board of Directors in 2022 .

‘The company's obligations to the members of the Board of Directots ate as follows:

30.06.2023 31.12.2022
000 BGN 000 BGN

Remunetation to natural persons 102 100
Award to Aheloy 2012 - -
Total 102 100

23. Management's objectives and policy regarding risk management
The company regularly analyzes the liquidity of assets and liabilities.

{a) Market Risk

{-) Macroeconomic and microeconomic tisk

Macroeconomic risk is the risk of shocks that may affect economic growth, population income, supply
and demand, the realization of profits by economic entities, etc. These shocks include global economic
and business conditions, fluctuations in national cutrencies, political events, changing legislation and
tegulatoty requitements, priotities of national governments, etc. Trends in the macroeconomic
envitonment affect the market performance and the final results of the activity of all sectors of the
economy. Bulgaria has an open economy and its development depends directly on international market

conditions.

The macroeconomic situation and economic growth worldwide are of serious importance for the
development of the company, as they influence the government policies of the respective countties
and, in particulat, the regulations and decisions made by the respective Central Banks regarding
monetaty and interest policy, exchange rates, taxes, GDP, inflation, budget deficit and external debt,
unemployment rate and income structure.

Global macroeconomics and economic growth around the world were significantly affected and
impacted in 2020 and 2021 by the scale and spread of the coronavirus (COVID-19) pandemic. This

influence continues to the present.

The year 2022 was matked by the increase in the price of energy carriers around the wotld and by the
rearrangement of global enetgy markets as a result of the Russian invasion of Ukraine and the policy of

sanctions, price ceilings, etc.

2022 is the year of high inflation. All advanced economies reported an acceleration in consumer prices.
Eurozone inflation reached 10.6% in October. Inflation in Bulgaria peaked in September at 18.7%,
with the leading components for the sharp jump in the consumer price index being energy and food
prices.

(-) Currency risk. The Company's expenses are denominated in BGN or Euro. The costs related to the
construction, construction and operation of real estate are denominated in BGN. The cost price
(purchase price) of real estate is most often negotiated in euros. On the other hand, all revenues of the
Company are negotiated in Euros. Under the conditions of a cuttency board and a fixed exchange rate
of the leva against the euro, thete is practically no curtrency risk for the company.
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The company is also exposed to cutrency tisk when cartying out transactions with financial instruments
denominated in foreign cutrency.

When conducting transactions in foreign currency, income and expenses from foreign exchange
opetations atise, which ate reported in the income statement. During the reporting petiods presented,
the Company was not exposed to currency risk, as far as it did not have positions positioned in
currencies other than leva and euro.

The currency tisk management policy cartied out by the company is not to carry out significant
operations and not to maintain open positions in foreign cutrency other than Euto.

The financial assets and liabilitics, which ate denominated in foreign currency (euro) and were
recalculated in Bulgarian leva at the end of the reporting period, are presented as follows:

(-) Prce risk. The risk of an increase in inflation is related to the reduction of the real
putchasing power of economic entities and the possible devaluation of assets denominated in local
currency. The currency board system controls the money supply, but external factors (eg rising oil
prices) can put upward pressure on price levels. After the accession of our country to the EU, there is 2
pressure to bring the price levels closer to those of the other EU countties, Le. inflation in the country
is higher than the average rate of inflation in EU member states. The company may be exposed to risks
of ising ptices of some individual goods, materials and setvices related to the activity and to the risk of
falling prices of the owned propetties.

- Risk of rising prices of plots and lands. The plots of land are one of the main "taw materials”
used in the Company's activity for the construction of teal estate. A significant increase in the prices of
plots could reduce the company's profits and the possibilities of cartying out activities. The possibility
of losses is eliminated by the Company's policy, according to which real estate is sold (advance) only
after the land or the right to build on it is purchased or negotiated (in cases of compensation).

- Risk of falling real estate prices. The change in the market prices of the real estate and
specifically of the assets owned by the Company changes their net value, as well as the net value of the
assets per share. The decrease in the market ptices of real estate and the income from them would lead
to a decrease in income, tespectively to a decrease in the financial result realized by the Company, of
which 90% is distributed in the form of a dividend.

(-) Risks related to increased competition. Due to the significant growth of the Bulgatian real
estate market in recent years before the onset of the recent global financial crisis, many new players
entered the sectot, including many foreign investors. As a result, we have witnessed the increasing
competition between construction companies, real estate agencies, special investment companies,
commercial banks, individuals, etc. This affects the Company's investment costs and may lead to a
decreasc in the attractiveness of investments in securities of “Intercapital Property Development"

REIT.

(b) Interest rate risk on cash flows and fair value

The company may be exposed to interest rate tisk if thete is a discrepancy between the type (fixed ot
floating income or interest) of assets and liabilities. The main assets of the Company ate properties
(land or under construction). These assets can be considered to have a fized price or income, as their
ptice is not directly affected by changes in interest rates. The Company will seek to finance these assets
with debt instruments that will also be at a fixed rate. When this is not possible or not favorable for the
company, it can also resort to the use of floating rate debt. In these cases, the Company will constantly
analyze the forecasts regarding interest rates. In the case of significant risks of a large rise in interest
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rates, which would have a material negative impact on the company's earnings, it may use detivatives or
other financial instruments to hedge this risk.

() Credst Risk

In its activity, the Company may be exposed to credit tisk in cases where it pays in advance (provides
advances) to its suppliers or has receivables from sales (including when selling deferred payment). The
Company's policy envisages avoiding advance payments as much as possible. When such ate necessary
(for example, for the purchase of joinety, elevators, etc. for buildings under construction), the
Company will analyze in detail and thoroughly the reputation and financial status of the relevant
suppliers and, if necessary, will requite bank and other guarantees for good performance. Similarly,
when selling goods and setvices and providing loans to customers, the Company will focus on the
credit reputation of counterparties.

(d) Liguidity risk

Liquidity risk arises in connection with the provision of funds for the Company's activities and the
management of its positions. It has two dimensions - the risk of the Company not being able to meet
its obligations when they become due and the tisk of the Company not being able to realize its assets at
an approptiate price and within acceptable terms. The company aims to maintain 2 balance between the
utgency of the attracted resource and flexibility in the use of funds with different maturity structures.
The company strives to reduce the risks of a shottage of liquid funds by undertaking investments and
construction works only when their financing is ptovided with own funds, advance payments from
customers or borrowed funds. The company closely monitors the financial markets and the
opportunities to raise additional funds (own or debt). The Company sttives to shorten the terms for
raising such funds if necessary. In the conditions of the curtent financial ctisis, when liquidity risk is
increasingly relevant for operating companies, "Intercapital Property Development" REIT strives to
reduce its negative impact, and for this purpose has taken the following measures:

® The company ensutes strict compliance with its contracts with financial institutions in order to
exclude the possibility of demanding early repayment;

* Priotity work with financial institutions (banks) in good financial condition;
* Cost optimization, revision of the investment progtam;
* Active search for buyers for properties offered by the Company in ordet to generate cash
receipts and maintain adequate cash reserves.
June 28 , 2023
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