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Telelink Business Services Group AD
CONSOLIDATE INTERIM STATEMENT OF PROFIT AND OTHER COMPREHENSIVE
INCOME

For the year ended 30 June

01.01.2022 - 01.01.2021 -
30.06.2022 30.06.2021

Notes BGN'000 BGN'000
Revenue 8 71,810 98,309
Cost of sales 11 (59,077) (82,285)
Gross profit 12,733 16,024
Other operating income 12 155 97
General and administrative expenses 9,11 (3,300) (2,588)
Selling and marketing expenses 10,11 (4,300) (3,815)
Other operating expenses 12 (4) (24)
Operating profit 5,284 9,694
Finance income 13 720 1
Finance costs 13 (198) (341)
Profit before tax 5,806 9,354
Income tax expense 15 (952) (1,240)

Profit for the year / attributable to:
Owners of the company 4,854 8,114
Non-controlling interests - -

4,854 8,114
Other comprehensive income/(loss) for the year, net of tax 1 -
Total comprehensive income for the year, net of tax 4,855 8,114
Attributable to:
Owners of the company 4,855 8,114
Non-controlling interests - -
4,855 8,114
Earnings per share 0,389 0,649
Digitally signed by Digitally signed by
IVAN IVAN KRASIMIROV YORDANKA vion
KRASIMIRQV zHITIYANOV LYUBCHOVA \tocio
Date: 2022.08.30 Date: 2022.08.30
ZHITIYANOV 11:46:37 +03'00' KLENOVSKA 08:38:08 +03'00'
Ivan Krasimirov Zhitiyanov Jordanka Lyubchova Klenovska, Preparer

Executive Director Deputy Financial Director

The accompanying notes from 1 to 38 are an integral part of these financial statements.
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Telelink Business Services Group AD

CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION
as at 30 June

Notes 30.6.2022 31.12.2021
ASSETS BGN'000 BGN'000
Non-current assets
Property, plant and equipment 18 7,247 6,689
Investment properties 19 409 409
Intangible assets 20 448 482
Prepayments 17 10,504 7,360
Non-current receivables 10 9
Deferred tax asset 15 612 629
19,230 15,578
Current assets
Inventories 21 9,239 5,038
Trade and other receivables 22 27,794 25,419
Contract assets 8,22 1,528 2,468
Prepayments 17 7,783 8,142
Cash and cash equivalents 24 11,315 12,815
Income taxes receivable 291 167
57,950 54,049
Assets classified as held for sale 16 316 316
58,266 54,365
TOTAL ASSETS 77,496 69,943

Continued to page 3
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Telelink Business Services Group AD
CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION
as at 30 June

Continued from page 2
30.6.2022 31.12.2021
EQUITY AND LIABILITIES BGN'000 BGN'000
Share capital 32 12,500 12,500
Legal reserves 32 1,352 1,083
Other reserves 32 (13,467) (13,467)
Other components of equity 32 (11) 40
Retained earnings 32 17,160 5,022
Profit for the year 32 4,854 12,407
Equity 32 22,388 17,585
Foreign currency translation reserve 32 (557) (558)
Total equity 21,831 17,027
Non-current liabilities
Lease liabilities 27 1,002 1,477
Employee benefits 30 19 19
Contract liabilities 8,29 11,471 8,140
12,492 9,636
Current liabilities
Interest-bearing loans and borrowings 26 274 1,725
Lease liabilities 27 1,355 1,456
Trade and other payables 28 30,398 28,455
Government grants 25 101 143
Contract liabilities 8,29 10,280 11,172
Income tax payable 765 329
43,173 43,280
Total liabilities 55,665 52,916
TOTAL EQUITY AND LIABILITIES 77,496 69,943
(i ; Digitally sign
IVAN Digtallysigned by YORDANKA vorontia
KRASIMIRQOV zHmivanov LYUBCHOVA LYUBCHOVA
ZHITIYANOV 2t&:20220830 BoSr252208.30
11:46:53 +03'00 KLENOVSKA
08:39:00 +03'00"
Ivan Krasimirov Zhitiyanov Jordanka Lyubchova Klenovska, Preparer
Executive Director Deputy Financial Director

The accompanying notes from 1 to 38 are an integral part of these financial statements.
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Telelink Business Services Group AD

CONSOLIDATED INTERIM STATEMENT OF CHANGES IN EQUITY
as at 30 June

Foreign
Other currency

Share Legal Other components Retained translation Total

Capital reserves reserves of equity earnings reserve equity

BGN'000 BGN'000 BGN'000 BGN'000 BGN'000 BGN'000
Balance at 01 January 2021 12,500 341 (13,883) 40 16,014 (560) 14,452
Profit for the year - - - - 8,114 - 8,114
Total comprehensive income - - - - 8,114 - 8,114
Increase in capital reserves (note 32) 742 (742) - -
Balance at 30 June 2021 12,500 1,083 (13,883) 40 23,386 (560) 22,566
Balance at 01 January 2022 12,500 1083 (13,467) 40 17,429 (558) 17,027
Profit for the year - - - - 4,854 - 4,854
Other comprehensive income - - - - - 1 1
Total comprehensive income - - - - 4,854 1 4,855
Increase in capital reserves (note 32) - 269 - - (269) - -
Buy-back of own shares - - - (51) - - (51)
Employee share-based compensation - - - - - - -
Balance at 30 June 2022 12,500 1,352 (13,467) (11) 22,014 (557) 21,831

YORDANKA Digitally signed by

Digitally signed by YORDANKA
IVAN IVAN KRASIMIROV LYUBCHOV ' LyuscHova
KRASIMIROV zHITIYANOV A KLENOVSKA
Date: 2022.08.30 Date: 2022.08.30
ZHITIYANOV Ha:4e7:13 10300 KLENOVSKA 08:39:22 +03'00'
Ivan Krasimirov Zhitiyanov Jordanka Lyubchova Klenovska, Preparer
Executive Director Deputy Financial Director

The accompanying notes from 1 to 38 are an integral part of these financial statements.
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Telelink Business Services Group AD
CONSOLIDATED INTERIM CASH FLOW STATEMENT
For the period ended 30 June

01.01.2022 - 01.01.2021 -
30.06.2022 30.06.2021

Notes BGN'000 BGN'000
Operating activities
Profit before income tax from continuing operations 5,806 9,354
Adjustment to reconcile profit before tax to net cash flows
Non-cash transfers:
Net finance costs 183 259
Movements in retirement benefits obligations and government grants 25, 30 (138) (76)
(Gain) on disposal of property, plant and equipment 12 (1) (2)
Depreciation & amortisation 18,20 1,538 1,446
Working capital adjustments
Increase in inventories (4,176) (1,404)
Increase in trade and other receivables, contract assets (4,221) (10,501)
Increase in trade and other payables, contract liabilities 4,347 8,775
Bank charges paid (117) (155)
Income taxes paid (621) (899)
Net cash flows from from operating activities 2,600 6,797

Continued to page 6
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Telelink Business Services Group AD
CONSOLIDATED INTERIM CASH FLOW STATEMENT

For the period ended 30 June
Continued from page 5

01.01.2022 - 01.01.2021 -
30.06.2022 30.06.2021

BGN'000 BGN'000
Investing activities
Purchase of property, plant and equipment 18 (1,776) (380)
Purchase of intangible assets 20 (129) (48)
Proceeds from sale of property, plant and equipment 19 30
Receipt of government grants 25 96 -
Loans granted (150)
Interest received 15 1
Net cash flows used in investing activities (1,775) (547)
Financing activities
Proceeds form borrowings 26 3,004 7,132
Repayment of borrowings 26 (4,455) (4,797)
Payments on leases 27 (750) (979)
Repurchase of shares 32 (51) -
Interest paid (32) (40)
Interest paid on leases 27 (41) (49)
Net cash flows used in financing activities (2,325) 1,267
Net change in cash and cash equivalents (1,500) 7,517
Cash and cash equivalents at 1 January 12,815 11,762
Cash and cash equivalents at 30 June 24 11,315 19,279
Digitally sianed b YORDANKA Digitally signed
IVAN VAN KRASMIROV LYUBCHOV =2, YORDANKA
LYUBCHOVA
KRASIMIROV éHiTlelgl;lzogs “ A KLENOVSKA
ate: .Uo. >
ZHITIYANOV 74755 10300 KLENOVSKA osaa 220830
Ivan Krasimirov Zhitiyanov Jordanka Lyubchova Klenovska, Preparer
Executive Director Deputy Financial Director

The accompanying notes from 1 to 38 are an integral part of these financial statements.




:« telelink

BUSINESS SERVICES

Telelink Business Services Group AD
NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the period ended 30 June 2022

1. Corporate information

Incorporation

Telelink Business Services Group AD (the Company) was incorporated on 12 July 2019 as a sole-
shareholder joint stock company with an owner Telelink Holdings BV (The Netherlands), registered
with the Trade Register of the Registry Agency under UIC 205744019. The registered office of the
Company is: Vitosha region, v.a. Malinova dolina, 6 Panorama Sofia Str., Business Center Richhill, Block
B, 2nd floor, 1766 Sofia, Bulgaria.

Telelink Business Services Group EAD is a public company, registered with Financial Supervision
Commission on 28 November 2019.

Company shares are traded on the Bulgarian Stock Exchange.
Shareholders

The share capital of the Company amounts to BGN 12,500 thousand formed of 12,500,000 shares with
nominal value of 1.00 Bulgarian lev each.

In the period 2020-2021, there were three tranches of public offering of existing Company shares,
pursuant to which three of the shareholders existing as such prior to the offering sold on the Bulgarian
Stock Exchange (BSE) a total of 2,625,000 shares (of which 875,000 in 2021), representing 21% of the
Company’s registered capital (of which 7% realized in 2021).

The conducted offerings were limited strictly to existing shares and did not involve any capital increase,
nor any proceeds to the Company and the Group.

Pursuant to share buybacks for the purposes of employee incentive programs, as of June 30 2022, the
Company held 4,230 own shares representing 0.03% of its registered capital, 3,874 of which were
acquired in the second quarter of 2022 in accordance with a resolution of the MB for the purchase of
up to 42,000 shares from May 25 2022.

As of June 30 2022, the persons holding over 5% of the Company’s capital were Lubomir Minchev with
a stake of 8,371,678 shares or 66.97% and Utilico Emerging Markets Trust PLC (UK) with a stake of
1,733,837 shares or 13.78%.

Ownership structure and Group structure as at 30 June 2022 are presented below:
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Telelink Business Services Group AD

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For the period ended 30 June 2022
1. Corporate information (continued)

shareholders Telelink Business subsidiairies
Services Group AD

Lut ir Minchev Telelink Business Services
66.97% 100% EAD
Ivo Eveeniev 100% Telelink BS Staffing
e 4.01% EOOD
50%
S Sh Green Border OOD
pas SHopov 4.01%
Ivan Zhitiyanov, CEO utel DOO (Serbia)
TBSG AD 1.07% 100%
UTILICO EMERGING Telelink DOO (Mont )
IMARKETS TRUST PLC | 13.87% 100% oo ENELro;
Other Investors Telelink DOO (B‘osnla and
10.03% 100% Herzegovina)
Own shares held by the
by Telelink DOO (Slovenia)
Company 0.03% 100%

Telelink Business Services
100% DOO (Croatia)

Telelink Albania SH.P.K.
100% (Albania)

Telelink Business Services
100% DOOEL (Macedonia)

Telelink Business Services
100% SRL (Romania)

Telelink Business Services
100% Germany GmbH (Germany)

Telelink Business Services,
100% LLC (USA)

Business

Telelink Business Services Group specializes in providing services related to systems integration and
maintenance of customers’ information and communication systems in the three main market
segments: mobile telecommunications service providers, fixed telecommunications service providers,
and large and mid-sized public and private organizations within the area of the group’s territorial
presence and globally.

The consolidated financial statements present financial information of Telelink Business Services
Group AD and its subsidiaries - Telelink Business Services EAD (Bulgaria), Comutel DOO (Serbia),
Telelink Business Services DOO — Podgoritsa (Montenegro), Telelink DOO (Bosnia and Herzegovina),
Telelink DOO (Slovenia), Telelink Business Services DOOEL (North Macedonia), Telelink Albania SH.P.K.
(Albania), Telelink Business Services DOO (Croatia), Telelink Business Services LLC (USA), Telelink
Business Services SRL (Romania), Telelink Business Services GmbH (Germany) all of them jointly the
“Group”.
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Telelink Business Services Group AD

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For the period ended 30 June 2022
2. Basis of preparation

These consolidated financial statements have been prepared on a historical cost basis except for
investment properties measured at fair value and defined benefit obligations measured at the present
value of the obligations. The financial statements are presented in Bulgarian leva (BGN), which is the
Group’s functional currency. All values are rounded off to the nearest thousand (BGN’ 000), except
when otherwise stated.

Statement of compliance

These consolidated financial statements have been prepared in accordance with International
Financial Reporting Standards (IFRS) as adopted for use in the European Union (EU). The reporting
framework “IFRS, adopted by EU” in its essence is the national accounting basis IAS, adopted by EU,
settled in the Accountancy Act and defined in p.8 in its Additional Provisions.

3. Basis of consolidation

The consolidated financial statements comprise the financial statements of Telelink Business Services
Group AD and its subsidiaries as at 30 June 2022.

Subsidiaries are all entities over which the Group has control. The Group controls an investee when it
is exposed, or has rights, to variable returns from its involvement with the investee and has the ability
to use its power to affect its return. Consolidation of a subsidiary begins when the Group obtains
control over the subsidiary and ceases when the Group loses control of the subsidiary.

Non-controlling interests (NCI) are measured at the proportionate share of the acquiree’s identifiable
net assets at the date of the acquisition. Changes in the Group’s ownership interest in a subsidiary that
do not result in the loss of control are accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises the related assets and liabilities of the
subsidiary, and non-controlling interest and other components of equity, while any resultant gain or
loss is recognised in profit or loss. Any investment retained in a former subsidiary is recognised at fair
value at the time the control is lost.

All intra-group balances and transactions, unrealised income and expenses, resulting from intra-group
transactions, are eliminated. Unrealized gains on transactions between the Group and its associates
and joint ventures are eliminated to the extent of the Group’s interest in these entities. Unrealized
losses are also eliminated unless the transaction provides evidence of impairment.

Telelink Business Services Group AD is a newly incorporated entity established in 2019. After its
registration, an activity is separated from an existing entity, comprising companies which were under
common control, but did not form a legal group as of 31 December 2018.
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Telelink Business Services Group AD

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For the period ended 30 June 2022
3. Basis of consolidation (continued)

Business combinations between entities under common control are accounted for using predecessor
value method. Under this method, the newly established company, Telelink Business Services Group
AD, incorporates the assets and liabilities of the entities acquired in 2019 using the acquiree’s values
from the consolidated financial statements of the previous parent entity. The acquired entity’s results
are included in the consolidated financial statements retrospectively: the financial statements reflect
full year’s results of Telelink Business Services EAD, Comutel DOO (Serbia), Telelink Business Services
DOO — Podgorica (Montenegro), Telelink DOO (Bosnia and Herzegovina), Telelink DOO (Slovenia) for
2018, even though the business combination occurred in 2019. In addition, the corresponding amounts
for 2018 reflect the combined results of the new group structure, even though the transformation
occurred in 2019. Intragroup balances and unrealized gains and losses on transactions within the
Group are eliminated.

Telelink Business Services Group AD has prepared its first consolidated financial statements for the
year ended 31 December 2019, which include comparative data from the financial statements of
Telelink Bulgaria EAD for previous years.

The Group has not identified reporting segments and does not disclose segment information in
accordance with IFRS 8 Operating Segments.

4. Summary of significant accounting policies

Foreign currency translation

The consolidated financial statements have been prepared in Bulgarian leva, which is the Group’s
functional and reporting currency. Transactions in foreign currencies are initially recorded in the
functional currency rate ruling at the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies are retranslated at the functional currency at the rate of exchange
ruling at the reporting date. Any differences are taken to the statement of profit or loss and other
comprehensive income. Non-monetary assets and liabilities that are measured in terms of historical
cost in a foreign currency are translated into the functional currency using the exchange rate as at the
date of the initial transaction (acquisition).

Business combinations

The Group accounts for business combinations using the acquisition method when control is
transferred to the Group. The consideration transferred in the acquisition is generally measured at fair
value, as are the identifiable net assets acquired. Any goodwill that arises is tested annually for
impairment. Any gain on a bargain purchase is recognised in profit or loss immediately. Transaction
costs are expensed as incurred, except if related to the issue of debt or equity securities. Any
contingent consideration payable is measured at fair value at the acquisition date. If the contingent
consideration is classified as equity, then it is not remeasured and settlement is accounted for within
equity. Otherwise, subsequent changes to the fair value of the contingent consideration are recognised
in profit or loss.

10
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Telelink Business Services Group AD
NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For the period ended 30 June 2022
4. Summary of significant accounting policies (continued)

Business combinations under common control

Business combinations between entities under common control are accounted for as if the acquisition
had taken place at the beginning of the earliest comparative period presented or, if later, on the date
on which joint control existed, and for the purpose, the comparative information is restated. Assets
and liabilities are recognised at the carrying amounts previously reported in the consolidated financial
statements of the shareholder exercising control over the Group (‘predecessor value method’). The
acquirees’ results are included in the consolidated financial statements retrospectively, i.e. the
comparative date for previous years reflect summarised results of the new structure of the Group,
even though the transformation occurred in the current year. Intragroup balances and unrealized gains
and losses on transactions withing the Group are eliminated.

Joint Arrangements

A participation in joint arrangements is determined within contractual relations, which entitle the
parties to joint control over the agreement. Joint arrangements are either joint operations or joint
ventures. The Group analyses its participation in joint arrangements by considering its rights and
obligations, as well as the structure and legal form of each arrangement, and the contractual terms
agreed to in the arrangement. In respect of its participation in a joint venture, the Group recognises
the assets, liabilities, revenue from the sale of the products of the joint arrangement, expenses,
including those incurred jointly and accounted for in the assets, liabilities, income and expenses
associated with their participation in the joint arrangement in compliance with IFRSs applicable to the
specific assets, liabilities, income and expenses.

Assets held for sale

The Group classifies non-current assets (or disposal group) as held for sale if their carrying amounts
will be recovered principally through a sale rather than through continuing use. This condition is
regarded as met only when the asset is available for immediate sale in its present condition and its
sale is highly probable. For the sale to be highly probable, management must be committed to a plan
to sell the asset (or disposal group), and an active programme to locate a buyer and complete the plan
must have been initiated. In addition, the sale should be expected to qualify for recognition as a
completed sale within one year from the date of classification, except when events or circumstances
beyond the Group’s control may extend the period and if there is evidence that management is still
committed to its plan to sell the asset.

Assets classified as held for sale are measured at the lower of their carrying amount and fair value less
costs to sell.

Property, plant and equipment and intangible assets are not depreciated or amortised once classified
as held for sale.

11
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Telelink Business Services Group AD
NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For the period ended 30 June 2022

4. Summary of significant accounting policies (continued)

Property, plant and equipment

Property, plant and equipment are stated at cost, net of any accumulated depreciation and
accumulated impairment losses. Such cost includes the cost of replacing part of the machinery and
equipment when that cost is incurred, if the recognition criteria are met. Likewise, when a major
inspection is performed, its cost is recognised in the carrying amount of the machinery and equipment
as a replacement if the recognition criteria are satisfied. Any other repair and maintenance costs are
recognised in the statement of profit or loss in the period in which they were incurred.

Property, plant and equipment (continued)

Depreciation is calculated on a straight-line basis over the estimated useful life of the assets, as follows:

Type of the asset Useful life in years

Computers 2 years

Machinery and equipment 3.33 years

Motor vehicles 4 years

Managed services hardware in accordance with the duration of the contract for
the provision of such services - usually 4/7 years

Furniture and fixtures and fittings 6.67 years

Other assets 6.67 years

An item of property, plant and equipment is derecognized upon disposal or when no future economic
benefits are expected from its use or disposal. Any gain or loss arising on derecognition of the asset
(calculated as the difference between the net disposal proceeds and the carrying amount of the asset)
is included in the statement of profit or loss and other comprehensive income in the year the asset is
derecognized.

The assets’ residual values, useful lives and methods of depreciation are reviewed at each financial
year end, and adjusted prospectively, if the expectations differ from the previous accounting
estimates.

Investment property

Investment property is property held to earn rental income or for capital appreciation or both.
Investment property is measured initially at cost, including transaction costs.

Subsequent to initial recognition, investment property is stated at fair value, which reflects market

conditions at the reporting date. Gains or losses arising from changes in the fair values of investment
property are recognized in profit or loss in the period in which they arise.

12
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Telelink Business Services Group AD

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For the period ended 30 June 2022
4. Summary of significant accounting policies (continued)

Investment property (continued)

Investment property is derecognised on disposal of or when the investment property is permanently
retired and no future economic benefits are expected from its disposal. Gains or losses arising from
the retirement or disposal are recognized in the statement of profit or loss and other comprehensive
income in the period of retirement or disposal.

Transfers from or to investment properties are made only in case of change of their use. For a transfer
from investment property carried at fair value to owner-occupied property or inventory, the deemed
cost for subsequent accounting under IAS 16 or IAS 2 is the fair value at the date of change in use. If
an owner-occupied property becomes an investment property, the Group applies IAS 16 up to the date
of change in use.

Borrowings costs

Borrowing costs directly attributable to the acquisition or construction of an asset that necessarily
takes a substantial period of time to get ready for its intended use are capitalized as part of the cost of
the respective assets. All other borrowing costs are expensed in the period in which they occur.
Borrowing costs consist of interest and other costs that an entity incurs in connection with the
borrowing of funds.

Government grants

Government grants are recognised initially where there is reasonable assurance that the grant will be
received and all attached conditions will be complied with by the Group. Subsequently, they are
recognized in profits and losses on a systemic basis over the asset’s useful life.
Government grants that compensate the Group for expenses incurred are recognized in profits and
losses on a systemic basis in the periods, in which the expenses were incurred.

Intangible assets

Non-current intangible assets acquired separately are measured initially at cost. The cost comprises
the purchase price, including any import duties and non-refundable purchase taxes, and any directly
attributable expenditure on bringing the asset to its intended use.

Following initial recognition, intangible assets are carried at cost less any accumulated amortization
and any accumulated impairment losses. Subsequent expenditure on an intangible asset after its
purchase or its completion is recognized as an expense when it is incurred unless it is probable that
this expenditure will enable the asset to generate future economic benefits in excess of its originally
assessed standard of performance and this expenditure can be measured and attributed to the asset
reliably. If these two conditions are met, the subsequent expenditure is added to the cost of the
intangible asset.

Internally generated intangible assets, excluding development costs, are not capitalised and
expenditure is reflected in the statement of profit or loss in the year in which the expenditure is
incurred.
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Intangible assets (continued)

Development is the application of research findings or other knowledge to a plan or design for the
production of new or substantially improved materials, devices, products, processes, systems or
services before the start of commercial production or use. To assess whether an internally generated
intangible asset meets the criteria for recognition, the Group classifies the generation of the asset into
a research phase and a development phase.

If the Group cannot distinguish the research phase from the development phase of an internal project
to create an intangible asset, the Group treats the expenditure on that project as if it were incurred in
the research phase only. Development costs are recognised for assets if the Group has control and
expects future economic benefits from it.

The useful life of the intangible assets is assessed to be finite.

Amortisation is calculated on a straight-line basis over the estimated useful life of the asset as follows:

Type of asset Useful life in years

Software 2 years

Managed services software in accordance with the duration of the contract
years - usually 4/7 years

Other assets Within the contract period

Intangible assets with finite lives are amortised over the useful economic life and assessed for
impairment whenever there is an indication that the intangible asset may be impaired. The
amortisation period and the amortisation method for an intangible asset with a finite useful life are
reviewed at least at each financial year end. Changes in the expected useful life or the expected pattern
of consumption of future economic benefits embodied in the asset is accounted for by changing the
amortisation period or method, as appropriate, and treated as changes in accounting estimates. The
amortisation expense on intangible assets with finite lives is classified by function in the statement of
profit or loss and other comprehensive income, depending on the use of the intangible asset.

Any gain or loss arising on derecognition of an intangible asset, calculated as the difference between
the net disposal proceeds and the carrying amount of the asset, is included in the statement of profit
or loss and other comprehensive income for the year in which the asset is derecognised.

Inventories

Inventories include materials, goods for trading, and work in progress. Inventories are measured at the
lower of cost or net realisable value. The cost of inventories reflects their purchase price plus any other
costs necessary to bring them to their present location and condition and is determined using the
weighted average method. Net realisable value for goods for trading and finished products is the
estimated selling price in the ordinary course of business, less estimated costs of completion and the
estimated costs necessary to make the sale.

Work in progress includes cost of direct materials and labour but excluding borrowing costs.
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Intangible assets (continued)
Impairment of non-financial assets

The Group assesses at each reporting date whether there is an indication that an asset may be
impaired. If any such indication exists, or when annual impairment testing for an asset is required, the
Group makes an estimate of the asset’s recoverable amount. An asset’s recoverable amount is the
higher of an asset’s or cash-generating unit’s fair value less costs of disposal and its value in use. It is
determined for an individual asset, unless the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets. Where the carrying amount of an asset
exceeds its recoverable amount, the asset is considered impaired and is written down to its
recoverable amount. In assessing value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments of the time value
of money and the risks specific to the asset. In determining fair value less costs of disposal, an
appropriate valuation model is used.

Impairment losses on continuing operations are recognised in the statement of comprehensive income
in expense categories consistent with the function of the impaired asset.

For all non-financial assets excluding goodwill, the Group assesses whether there are indications that
the impairment loss on an asset other than goodwill recognized in prior periods may no longer exist or
may have decreased. If such indications exist, the Group determines the recoverable amount of the
asset or cash-generating unit. An impairment loss is reversed only when there has been a change in
the estimates used to determine the recoverable amount of the asset after recognition of the last
impairment loss. If that is the case the carrying amount of the asset is increased to its recoverable
amount. The reversal of an impairment loss is limited so that the carrying amount of the asset does
not exceed its recoverable amount nor exceed the carrying amount, after deduction of amortization,
that would have been determined had no impairment loss been recognized for asset in previous
periods. The reversal of an impairment loss is recognized in the statement of profit or loss and other
comprehensive income for the year.

Cash and cash equivalents

Cash and short term deposits comprise cash in bank accounts and on hand, and short-term deposits
with an original maturity of three months or less.

For the purpose of the statement of cash flows, cash and cash equivalents consist of cash and cash
equivalents as defined above.
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Financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, fair
value through other comprehensive income (OCI), and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset’s contractual
cash flow characteristics and the Group’s business model for managing them. With the exception of
trade receivables that do not contain a significant financing component, the Group initially measures
a financial asset at its fair value plus, in the case of a financial asset not at fair value through profit or
loss, transaction costs. Trade receivables that do not contain a significant financing component are
measured at the transaction price determined under IFRS 15.

In order for a financial asset to be classified and measured at amortised cost or fair value through OClI,
it needs to give rise to cash flows that are ‘solely payments of principal and interest (SPPI)’ on the
principal amount outstanding. This assessment is referred to as the SPPI test and is performed at an
instrument level.

The Group’s business model for managing financial assets refers to how it manages its financial assets
in order to generate cash flows. The business model determines whether cash flows will result from
collecting contractual cash flows, selling the financial assets, or both.

Purchases or sales of financial assets that require delivery of assets within a time frame established by
regulation or convention in the market place (regular way trades) are recognised on the trade date,
i.e., the date that the Group commits to purchase or sell the asset.

Subsequent measurement

For purposes of subsequent measurement, financial assets are classified in four categories:

¢ Financial assets at amortised cost (debt instruments)

¢ Financial assets at fair value through OCI with recycling of cumulative gains and losses (debt
instruments)

¢ Financial assets designated at fair value through OCI with no recycling of cumulative gains
and losses upon derecognition (equity instruments)

¢ Financial assets at fair value through profit or loss
Financial assets at amortised cost (debt instruments)

The Company measures financial assets at amortised cost if both of the following conditions are met:

¢ The financial asset is held within a business model with the objective to hold financial assets
in order to collect contractual cash flows; and

¢ The contractual terms of the financial asset give rise on specified dates to cash flows that
are solely payments of principal and interest on the principal amount outstanding.

Financial assets at amortised cost are subsequently measured using effective interest rate method and
are impaired. Gains and losses are recognized in profit or loss statement when the asset is
derecognised, modified or impaired.
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Financial assets (continued)
Financial assets at amortised cost of the Group include trade receivables and loans to third parties.
Derecognition

A financial asset is derecognized when:

¢ The rights to receive cash flows from the asset have expired; or

* The Group has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a ‘pass-
through’ arrangement; and either (a) the Group has transferred substantially all the risks and rewards
of the asset, or (b) the Group has neither transferred nor retained substantially all the risks and rewards
of the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a
pass-through arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of
ownership. When it has neither transferred nor retained substantially all of the risks and rewards of
the asset, nor transferred control of the asset, the Group continues to recognise the transferred asset
to the extent of its continuing involvement. In that case, the Group also recognises an associated
liability. 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 that takes the form of a guarantee over the transferred asset is measured at
the lower of the original carrying amount of the asset and the maximum amount of consideration that
the Group could be required to repay.

Impairment of financial assets

The Group recognises an allowance for expected credit losses (ECLs) for all debt instruments not held
at fair value through profit or loss. ECLs are based on the difference between the contractual cash
flows due in accordance with the contract and all the cash flows that the Group expects to receive,
discounted at an approximation of the original effective interest rate. The expected cash flows will
include cash flows from the sale of collateral held or other credit enhancements that are integral to
the contractual terms.

ECLs are recognised in two stages. For credit exposures for which there has not been a significant
increase in credit risk since initial recognition, ECLs are provided for credit losses that result from
default events that are possible within the next 12-months (a 12-month ECL). For those credit
exposures for which there has been a significant increase in credit risk since initial recognition, a loss
allowance is required for credit losses expected over the remaining life of the exposure, irrespective
of the timing of the default (a lifetime ECL).

For trade receivables and contract assets, the Group applies a simplified approach in calculating ECLs.
Therefore, the Group does not track changes in credit risk, but instead recognises a loss allowance
based on lifetime ECLs at each reporting date. The Group has established a provision matrix that is
based on its historical credit loss experience, adjusted for forward-looking factors specific to the
debtors and the economic environment.
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Financial assets (continued)

The Group considers a financial asset in default when internal or external information indicates that
the Group is unlikely to receive the outstanding contractual amounts in full before taking into account
any credit enhancements held by the Group. A financial asset is written off when there is no
reasonable expectation of recovering the contractual cash flows.

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit
or loss, loans and borrowings, payables, or as derivatives designated as hedging instruments in an
effective hedge, as appropriate.

Financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and
payables, net of directly attributable transaction costs.

The Group’s financial liabilities include trade and other payables, loans and borrowings including bank
overdrafts, and derivative financial instruments.
Subsequent measurement

The measurement of financial liabilities depends on their classification, as described below:

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortised cost using the effective interest rate (EIR) method. Gains and losses are recognised in profit
or loss when the liabilities are derecognised as well as through the EIR amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees
or costs that are an integral part of the EIR. The EIR amortisation is included as finance costs in the

statement of profit or loss and other comprehensive income.

This category generally applies to interest-bearing loans and borrowings. For more information, refer
to note 26, Interest-bearing loans and borrowings”.
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Financial liabilities (continued)
Derecognition

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or
expires. When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified, such an
exchange or modification is treated as the derecognition of the original liability and the recognition of
a new liability. The difference in the respective carrying amounts is recognised in the statement of
profit or loss and other comprehensive income.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the consolidated
statement of financial position if there is a currently enforceable legal right to offset the recognised
amounts and there is an intention to settle on a net basis, to realise the assets and settle the liabilities
simultaneously.

Provisions
General

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result
of a past event, it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation and a reliable estimate can be made of the amount of the obligation.

Where the Group expects some or all of a provision to be reimbursed, for example under an insurance
contract, the reimbursement is recognised as a separate asset but only when the reimbursement is
virtually certain. The expense relating to any provision is presented in the statement of comprehensive
income net of any reimbursement.

If the effect of the time value of money is material, provisions are discounted using a current pre-tax
rate that reflects, where appropriate, the risks specific to the liability. Where discounting is used, the
increase in the provision due to the passage of time is recognised as a finance cost.

Employee benefits

Short-term employee benefits include salaries, interim and annual bonuses, social security
contributions and paid annual leave of current employees expected to be settled wholly within twelve
months after the end of the reporting period. They are recognised as an employee benefit expense in
the profit or loss or included in the cost of an asset when service is rendered to the Group. Short-term
employee benefits are measured at the undiscounted amount of the expected cost of the benefit.
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State social security plan

All employees of the Group are members of the Bulgarian Social Security Plan. In the normal course of
business, the Group makes payments to the National Social Security Fund and National Health
Insurance Fund based on employee’s remuneration, at rates determined by the Bulgarian Social
Security Code. The share of the Group in the social security contributions is treated as payments made
under a defined contribution plan and is recognized as expense at the time when incurred. Under the
State Social Security Plan, all related risks are assumed by the employees. The Group bears no other
obligation.

Retirement benefits

The Group operates a defined benefit plan arising from the requirement of the Bulgarian labour
legislation to pay two or six gross monthly salaries to its employees upon retirement, depending on
the length of their service. If an employee has worked for the Company for 10 years, the retirement
benefit amounts to six gross monthly salaries upon retirement, otherwise, two gross monthly salaries.
These retirement benefits are unfunded. The cost of providing benefits under the retirement benefit
plan is determined by the Group using the actuarial projected unit credit method. Re-measurements,
comprising of actuarial gains and losses, are recognised immediately in the statement of financial
position with a corresponding debit or credit to retained earnings through other comprehensive
income in the period in which they occur. Re-measurements are not reclassified to profit or loss in
subsequent periods. Past service costs are recognised in profit or loss on the earlier of:

e The date of the plan amendment or curtailment, and
e The date that the Group recognises restructuring-related costs

Interest expense is calculated by applying the discount rate to the retirement benefit liability. The
changes in the defined benefit obligation are recognised by the Group in profit or loss for the period
and are presented as follows:

e Service costs comprising current service costs, past-service costs, gains and losses on
curtailments and non-routine settlements within “Emplyee benefit expense”;
e Net interest expense or income within “Finance costs”.

Revenue from contracts with customers

Revenue from contracts with customers is recognised when control of the goods or services is
transferred to the customer at an amount that reflects the consideration to which the Group expects
to be entitled in exchange for those goods or services.
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Revenue from contracts with customers (continued)

The Group has generally concluded that it is the principal in its revenue arrangements, because it
typically controls the goods or services before transferring them to the customer.

The disclosures of significant accounting judgements, estimates and assumptions relating to revenue
from contracts with customers are provided in note 5.

Sale of goods/equipment

Revenue from sale of goods and equipment is recognised at the point in time when control of the asset
is transferred to the customer, generally on delivery of the equipment. The normal credit term is 30
to 90 days upon delivery.

The Group considers whether there are other promises in the contract that are separate performance
obligations to which a portion of the transaction price needs to be allocated (e.g., warranties). In
determining the transaction price for the sale of equipment, the Group considers the effects of
variable consideration, the existence of significant financing components, noncash consideration, and
consideration payable to the customer (if any).

Significant financing component

Generally, the Group receives short-term advances from its customers. Using the practical expedient
in IFRS 15, the Group does not adjust the promised amount of consideration for the effects of a
significant financing component if it expects, at contract inception, that the period between the
transfer of the promised good or service to the customer and when the customer pays for that good
or service will be one year or less.

In certain cases, the Group receives long-term advances from clients. The Group determines that
payments terms are structured mainly for reasons other than the provision of funding and concludes
that there is no significant funding component.

Warranty obligations

The Group provides also an extended warranty beyond fixing defects that existed at the time of sale.
These service-type warranties are sold either separately or bundled together with the sale of fire
prevention equipment. The legal warranty is not accounted by the Group as it is borne by the producer
of the equipment.

Contracts for bundled sales of equipment and a service-type warranty comprise two performance
obligations because the promises to transfer the equipment and to provide the service-type warranty
are capable of being distinct. Using the relative stand-alone selling price method, a portion of the
transaction price is allocated to the service-type warranty and recognised as a contract liability.
Revenue is recognised over the period in which the service-type warranty is provided based on the
time elapsed.

Installation services

The Group provides installation services that are either sold separately or bundled together with the
sale of equipment to a customer. The installation services can be obtained from other providers and
do not significantly customise or modify the equipment. Contracts for bundled sales of equipment and
installation services are comprised of two performance obligations because the promises to transfer
equipment and provide installation services are capable of being distinct and separately identifiable.
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Revenue from contracts with customers (continued)
Installation services (continued)

Accordingly, the Group allocates the transaction price based on the relative stand-alone selling prices
of the equipment and installation services.

The Group recognises revenue from installation services over time by considering the stage of
completion of installation services. Usually, these services are carried out shortly after the delivery of
the equipment. The sales revenue of the equipment is recognized at a point in time, upon the delivery
of the equipment.

Provision of services related to licensing and software, developed by third parties

The Group provides services related to the transfer of software licenses under contracts with
customers, which is fulfilled by downloading and activating a license key. An integral part of the
contracts is the provision of consultancy services to the customers regarding the choice of an optimal
package of software products and offering them assistance with the implementation of the licensing
system.

As for the customer contracts that involve a combination of consultancy services and licensing,
developed by third party, revenue is recognized at the time of delivery of the software product.

Provision of managed services

These services include long-term customer contracts (typically between five and seven years) to
support and manage the customer’s IT infrastructure, which includes ongoing proactive surveillance,
remote management, and on-site support. Under the majority of the contracts, the Group provides
network and/or voice communications equipment for use as part of its contractual obligation. Revenue
under managed service contracts is recognized over the term of the contract on a monthly basis.

Contract balances

Contract assets

A contract asset is the right to consideration in exchange for goods or services transferred to the
customer. If the Group performs by transferring goods or services to a customer before the customer
pays consideration or before payment is due, a contract asset is recognised for the earned
consideration that is conditional.

Trade receivables

A receivable represents the Group’s right to an amount of consideration that is unconditional (i.e., only
the passage of time is required before payment of the consideration is due).

Contract liabilities

A contract liability is the obligation to transfer goods or services to a customer for which the Group has
received consideration (or an amount of consideration is due) from the customer. If a customer pays
consideration before the Group transfers goods or services to the customer, a contract liability is
recognised when the payment is made or the payment is due (whichever is earlier). Contract liabilities
are recognised as revenue when the Group performs under the contract.
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Revenue from contracts with customers (continued)

Interest

Interest income is recognised as the interest accrues (using the effective interest method that is the
rate that exactly discounts estimated future cash receipts through the expected life of the financial
instrument) to the net carrying amount of the financial asset.

Dividends

A liability to make cash or non-cash distributions to the equity owners of the parent company is
recognised when the distribution is authorised (ie authorised by the shareholders) and is no longer at
the discretion of the Company. A corresponding amount is debited directly to equity.

Lease

The determination of whether an arrangement is, or contains, a lease is made at inception date. And
namely, whether the arrangement conveys a right to use the asset for a certain period of time.

The Group as a lessee

The Group applies a single recognition and measurement approach for all leases, except for short-term
leases (i.e. leases with a lease contract term of less than 12 months) and leases of low-value assets.
The Group recognises lease liabilities to make lease payments and right-of-use assets representing the
right to use the underlying assets.

Right-of-use assets

The Group recognises right-of-use assets at the commencement date of the lease (i.e., the date the
underlying asset is available for use). Right-of-use assets are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted for any remeasurement of lease liabilities. The cost
of right-of-use assets includes the amount of lease liabilities recognised, initial direct costs incurred,
and lease payments made at or before the commencement date, an estimate of costs to be incurred
by the lessee in dismantling and removing the underlying asset, restoring the site on which it is located
or restoring the underlying asset to the condition required by the terms and conditions of the lease,
less any lease incentives received. Right-of-use assets are depreciated on a straight-line basis over the
shorter of the lease term and the estimated useful lives of the assets, as follows:

e Plant and machinery 3.33 years

e Motor vehicles and other equipment 4 years

If ownership of the leased asset transfers to the Group at the end of the lease term or the cost reflects
the exercise of a purchase option, depreciation is calculated using the estimated useful life of the
asset.

The right-of-use assets are also subject to impairment. Refer to the accounting policies in section
Impairment of non-financial assets.
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Lease (continued)
Lease liabilities

At the commencement date of the lease, the Group recognises lease liabilities measured at the
present value of lease payments to be made over the lease term. The lease payments include fixed
payments (including in- substance fixed payments) less any lease incentives receivable, variable lease
payments that depend on an index or a rate, and amounts expected to be paid under residual value
guarantees. The lease payments also include the exercise price of a purchase option reasonably
certain to be exercised by the group and payments of penalties for terminating the lease, if the lease
term reflects the entity exercising the option to terminate.

Variable lease payments that do not depend on an index or a rate are recognised as expenses (unless
they are incurred to produce inventories) in the period in which the event or condition that triggers
the payment occurs.

In calculating the present value of lease payments, the Group uses borrowing interest rate based on
interest rate statistics because the interest rate implicit in the lease is not at any time readily
determinable. After the commencement date, the amount of lease liabilities is increased to reflect the
accretion of interest and reduced for the lease payments made. In addition, the carrying amount of
lease liabilities is remeasured if there is a modification, a change in the lease term, a change in the
lease payments (e.g., changes to future payments resulting from a change in an index or rate used to
determine such lease payments) or a change in the assessment of an option to purchase the
underlying asset.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its short-term leases of machinery
and equipment (i.e., those leases that have a lease term of 12 months or less from the commencement
date and do not contain a purchase option). It also applies the lease of low-value assets recognition
exemption to leases of office equipment that are considered to be low value. Lease payments on
short-term leases and leases of low- value assets are recognised as expense on a straight-line basis
over the lease term.

The Group as a lessor

Leases in which the Group does not transfer substantially all the risks and rewards incidental to
ownership of an asset are classified as operating leases. Rental income arising is accounted for on a
straight-line basis over the lease terms and is included in revenue in the statement of statement of
comprehensive income due to its operating nature. Initial direct costs incurred in negotiating and
arranging an operating lease are added to the carrying amount of the leased asset and recognised over
the lease term on the same basis as rental income. Contingent rents are recognised as revenue in the
period in which they are earned.
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Taxes
Current tax

Current income tax assets and liabilities for the current and prior periods are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to
compute the amount are those that are enacted or substantially enacted by the reporting date.

Deferred tax

Deferred income tax is provided using the liability method on temporary differences at the reporting
date between the tax bases of assets and liabilities and their carrying amounts for financial reporting
purposes.

Deferred income tax liabilities are recognised for all taxable temporary differences, except:

o where the deferred income tax liability arises from the initial recognition of goodwill or of an
asset or liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss; and

o in respect of taxable temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, where the timing of the reversal of the temporary differences
can be controlled and it is probable that the temporary differences will not reverse in the foreseeable
future.

Deferred income tax assets are recognised for all deductible temporary differences, carry forward of
unused tax credits and unused tax losses, to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences, and the carry forward of unused tax
credits and unused tax losses can be utilised except:

o where the deferred income tax asset relating to the deductible temporary difference arises
from the initial recognition of an asset or liability in a transaction that is not a business combination
and, at the time of the transaction, affects neither the accounting profit nor taxable profit or loss; and
o in respect of deductible temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, deferred income tax assets are recognised only to the extent
that it is probable that the temporary differences will reverse in the foreseeable future and taxable
profit will be available against which the temporary differences can be utilised.

The carrying amount of deferred income tax assets is reviewed at each reporting date and reduced to
the extent that it is no longer probable that sufficient taxable profit will be available to allow all or part
of the deferred income tax asset to be utilised.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to
the year when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have
been enacted or substantively enacted at the reporting date.

Deferred income tax relating to items recognised directly in equity is recognised in equity and not in
the statement of profit or loss and other comprehensive income for the year.
Deferred income tax assets and deferred income tax liabilities are offset, if a legally enforceable right
exists to set off current tax assets against current income tax liabilities and the deferred income taxes
relate to the same taxable entity and the same taxation authority.

25




BUSINESS SERVICES

:« telelink

Telelink Business Services Group AD
NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For the period ended 30 June 2022
4. Summary of significant accounting policies (continued)

Taxes (continued)
Value Added Tax

Revenue, expenses and assets are recognised net of the amount of sales tax except:

. where the value added tax incurred on a purchase of assets or services is not recoverable from
the taxation authority, in which case the value added tax is recognised as part of the cost of acquisition
of the asset or as part of the expense item as applicable; and

. receivables and payables that are stated with the amount of value added tax included.

The net amount of value added tax recoverable from, or payable to, the taxation authority is included
as part of receivables or payables in the balance sheet.

Share capital and reserves

Telelink Business Services Group is a shareholding company and is obliged to register with the Trade
register certain level of share capital that will act as a collateral to the creditors. Shareholders meet
obligations of the Company up to their own shareholding and can claim refund of their shareholding
only during liquidation or insolvency proceedings. The share capital is presented as the nominal value
of the issued and paid shares.

According to the Commercial act regulations the Group is obliged to set aside Legal reserves.

Shares bought back are presented in the statement of financial position at cost and are deducted from
the Group equity. The net effect of the shares bought back and their transfer to employees within the
share-based payments plans in the Group is presented directly in the Other components of equity.

Share-based payments

Employees and members of the Managing board of the Group receive remuneration in the form of
share-based payments, whereby employees render services as consideration for equity instruments
(equity-settled transactions). Equity instruments transferred are measured by their fair value at grant
date. The fair value of the share-based payment considerations under conditions, that have not vested,
is measured to reflect the conditions and to exclude any differences between expected and actual
results. The cost of equity-settled transactions is recognised, together with the corresponding increase
in the equity over the period in which the service and, where applicable, the performance conditions
are fulfilled (the vesting period). More details are provided in Note 37.
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5. Significant accounting judgements, estimates and assumptions

The preparation of the financial statements requires management to make judgements, estimates and
assumptions that affect the reported amounts of assets and liabilities, and the disclosure of the
contingent liabilities at the date of the statement of financial position, as well as on the income and
expenses reported for the period. However, uncertainty about these assumptions and estimates could
result in outcome that requires a material adjustment to the carrying amount of the asset or liability
in subsequent reporting periods.

Judgements

In the process of applying the adopted accounting policies, the Group’s management has made the
following judgements, which have the most significant effect on the amounts recognised in the
financial statements:

Joint Arrangements

The Group assesses its participation in each consortium, where joint control is present as joint
arrangements. Management analysed the rights and obligations by considering the structure and legal
form of each arrangement, the contractual terms agreed to by the parties to the arrangement and all
other relevant facts and circumstances, in order to determine the type of Joint Arrangement it is
involved in — Joint Operations or Joint Venture. The analysis performed by management has
determined that the participation in all the consortiums meets the criteria of recognition as Joint
Operations.

Revenue from contracts with customers

The reporting of revenue from contracts with customers requires significant judgments to be made by
the Group's management to determine the individual performance obligations under contracts with
customers, which significantly affect the amount of revenue recognized in the reporting period. Key
judgements include an analysis of the economic nature and commercial context of contracts with
customers to identify individual performance obligations, as well as an assessment of their progress at
the end of the reporting period, including estimates and assumptions about the volume of services,
activities and inventories that are required for satisfaction of the performance obligations; the
expected total contract costs; the remaining costs of completing the contract; the total revenue from
the contract, as well as the risks under the contracts, including technical, regulatory and legal risks.
The Group applied the following judgements that significantly affect the determination of the amount
and timing of revenue from contracts with customers:

* Identifying performance obligations in a bundled sale of equipment and installation services
The Group provides installation services that are bundled together with the sale of equipment to a
customer. The installation services are a promise to transfer services in the future and are part of the
negotiated exchange between the Group and the customer. The Group has determined that both the
equipment and installation services are capable of being distinct. The Group has also determined that
the promises to transfer the equipment and to provide installation services are distinct within the
context of more contracts. The equipment and installation are not inputs to a consolidated item in the
contract. The Group is not providing significant integration services because the presence of the
equipment and installation services together in the contract does not result in any additional or
consolidated functionality. In addition, the equipment and installation services are not highly
interdependent or highly interrelated, because the Group would be able to transfer the equipment
even if the customer declined installation services and the customer itself, would be able to ensure
installation services in relation to products offered by other distributors. Consequently, the Group
allocates a portion of the transaction price to the equipment and the installation services based on
relative stand-alone selling prices.
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Judgements (continued)
Revenue from contracts with customers (continued)

*  Principal versus agent considerations
The Group enters into contracts with its customers for the sale of equipment/goods and
licenses/software produced by produced by various suppliers. The Group has determined that it
controls the goods before they are transferred to customers, and it has the ability to direct the use of
the equipment or obtain benefits from the equipment. The following factors indicate that the Group
controls the goods before they are being transferred to customers. Therefore, the Group has
determined that it acts as a principal in these contracts.

— The Group is primarily responsible for fulfilling the promise to provide the specified
equipment.

- The Group bears the inventory risk before or after the specified equipment has been
transferred to the customer as it purchases equipment and holds it in a warehouse.

- The Group has discretion in establishing the price for the specified equipment.

In addition, the Group has concluded that it transfers control over its services at a point in time, upon
completed tests of functioning equipment and acceptance by the customer.

* Determining the timing of satisfaction of services
Judgment is required to determine the degree of satisfaction of the performance obligation.

The Group determined that, depending on the specifics of the contract with customers, the cost-plus-
margin method of inputs or linear recognition of revenue over time based on the period in the
contract, are the best methods in measuring progress of services provided.

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the
balance sheet date, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are discussed below.

Useful lives of property, plant and equipment, and intangible assets

Financial reporting of plant and equipment, and intangible assets involves estimates as to their
expected useful lives and residual values, based on management assessments. Further details about
the useful lives of property, plant and equipment, and intangible assets are provided in Note 4
»Summary of significant accounting policies”.

Revaluation of investment property

The Group measures its investment property at fair value with any changes in the fair value being
recognised in profit or loss. The Group engages an independent valuer to determine the fair value at
the reporting period-end or at the date of change in use. The key assumptions used to determine the
fair value of investment property and sensitivity analyses are provided in Note 19,Investment
property”.
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Estimates and assumptions (continued)
Provision for expected credit losses of trade receivables and contract assets

The Group uses a provision matrix to calculate ECLs for trade receivables and contract assets. The
provision matrix is initially based on the Group’s historical observed default rates. The Group will
calibrate the matrix to adjust the historical credit loss experience with forward-looking information.
For instance, if forecast economic conditions are expected to deteriorate over the next year which can
lead to an increased number of defaults in the manufacturing sector, the historical default rates are
adjusted. At every reporting date, the historical observed default rates are updated and changes in the
forward-looking estimates are analysed.

The assessment of the correlation between historical observed default rates, forecast economic
conditions and ECLs is a significant estimate. The amount of ECLs is sensitive to changes in
circumstances and of forecast economic conditions. The Group’s historical credit loss experience and
forecast of economic conditions may also not be representative of customer’s actual default in the
future.

Write down of inventories

In general, inventories are written down to net realisable value. Estimates of net realisable value are
based on the most reliable evidence available at the time the estimates are made, of the amount the
inventories are expected to realise. Estimates of net realisable value also take into consideration the
purpose for which the inventory is held.

Income tax

Current income tax liabilities are for the current and prior periods and are measured at the amounts
expected to be paid to the taxation authorities, using the tax rates that have been enacted by the
balance sheet date. Provision for income taxes reported in the respective income tax returns includes
an estimate of the potential additional tax assessments that may be imposed by the tax authorities
upon settlement of the open tax years. Accordingly, the final settlement of the income taxes might
differ from the income taxes that have been accounted for in the financial statements.

Fair value measurement

The Group measures non-financial assets, such as, investment property at fair value at each reporting
date. The fair values of financial instruments and investment properties are disclosed in note 34"Fair
value measurement".

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is
based on the presumption that the transaction to sell the asset or transfer the liability takes place
either:

e Inthe principal market for the asset or liability, or
e Inthe absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible to the Group.

The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their economic
best interest.
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Estimates and assumptions (continued)

Fair value measurement (continued)

A fair value measurement of a non-financial asset takes into account a market participant's ability to
generate economic benefits by using the asset in its highest and best use or by selling it to another
market participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient
data are available to measure fair value, maximising the use of relevant observable inputs and
minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorised within the fair value hierarchy, described as follows, based on the lowest level input that
is significant to the fair value measurement as a whole:

e Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities;

e Level 2 — Valuation techniques for which the lowest level input that is significant to the fair
value measurement is directly or indirectly observable;

e Level 3 — Valuation techniques for which the lowest level input that is significant to the fair
value measurement is unobservable.

For assets and liabilities that are recognised in the financial statements on a recurring basis, the Group
determines whether transfers have occurred between Levels in the hierarchy by re-assessing
categorisation (based on the lowest level input that is significant to the fair value measurement as a
whole) at the end of each reporting period.

The Group’s management determines the policies and procedures for both recurring fair value
measurement, and for non-recurring measurement, such as assets held for distribution in discontinued
operation.

At each reporting date, the management analyses the movements in the values of assets and liabilities
which are required to be re-measured or re-assessed as per the Group’s accounting policies. For this
analysis, the management verifies the major inputs applied in the latest valuation by agreeing the
information in the valuation computation to contracts and other relevant documents. The
management, in conjunction with the valuation experts, also compares each the changes in the fair
value of each asset and liability with relevant external sources to determine whether the change is
reasonable.

For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities on
the basis of the nature, characteristics and risks of the asset or liability and the level of the fair value
hierarchy as explained above.

Legal guarantees

The Group does not report legal guarantee obligations for goods sold as they are borne by the
equipment manufacturer.
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Estimates and assumptions (continued)
External temporary differences in consolidated financial statement

The Group does not recognise deductible temporary differences associated with investments in
subsidiaries, associates and interests in joint ventures, as the Group considers there is no probability
that the temporary differences will reverse in the foreseeable future and taxable profit will be available
against which the temporary differences can be utilised.

Significant funding component

In some cases the Group receives long-term advances from customers. The Group accrues one time
advance amount for the services, since other payment terms would affect the nature of the risks, borne
by the Group for rendering the services, and may turn the provision of the service unprofitable.
Following the analysis, the Group determines there is no significant funding component.

6. Changes in accounting policies and disclosures

New and amended standards and interpretations

The Group applied for the first-time certain standards and amendments, which are effective for annual
periods beginning on or after 1 January 2021. The Group has not early adopted any other standard,
interpretation or amendment that has been issued but is not yet effective.

Amendments to IFRS 16 Covid-19 Related Rent Concessions

In March 2021, the Board amended the conditions of the practical expedient in IFRS 16 that provides
relief to lessees from applying the IFRS 16 guidance on lease modifications to rent concessions arising
as a direct consequence of the covid-19 pandemic. The amendments provide relief to lessees from
applying IFRS 16 guidance on lease modification accounting for rent concessions arising as a direct
consequence of the Covid-19 pandemic. As a practical expedient, a lessee may elect not to assess
whether a Covid-19 related rent concession from a lessor is a lease modification. A lessee that makes
this election accounts for any change in lease payments resulting from the Covid-19 related rent
concession the same way it would account for the change under IFRS 16, if the change were not a lease
modification. The 2021 amendment is effective for annual reporting periods beginning on or after 1
April 2021. Earlier application is permitted. Following the 2021 amendment, the practical expedient
now applies to rent concessions for which any reduction in lease payments affects only payments
originally due on or before 30 June 2022, provided the other conditions for applying the practical
expedient are met. Lessees apply the practical expedient retrospectively, recognising the cumulative
effect of initially applying the amendment as an adjustment to the opening balance of retained
earnings (or other component of equity, as appropriate) at the beginning of the annual reporting
period in which the lessee first applies the amendment. In the reporting period in which a lessee first
applies the 2021 amendment, the lessee is not required to disclose the amount of the adjustment for
each financial statement line affected and earnings per share required by paragraph 28(f) of IAS 8.
These amendments had no impact on the financial statements of the Group.
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Interest Rate Benchmark Reform — Phase 2 —IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 (Amendments)

In August 2020, the IASB published Interest Rate Benchmark Reform — Phase 2, Amendments to IFRS
9, IAS 39, IFRS 7, IFRS 4 and IFRS 16, completing its work in response to IBOR reform. The amendments
provide temporary reliefs which address the financial reporting effects when an interbank offered rate
(IBOR) is replaced with an alternative nearly risk-free interest rate (RFR). In particular, the amendments
provide for a practical expedient when accounting for changes in the basis for determining the
contractual cash flows of financial assets and liabilities, to require the effective interest rate to be
adjusted, equivalent to a movement in a market rate of interest. Also, the amendments introduce
reliefs from discontinuing hedge relationships including a temporary relief from having to meet the
separately identifiable requirement when an RFR instrument is designated as a hedge of a risk
component. Furthermore, the amendments to IFRS 4 are designed to allow insurers who are still
applying IAS 39 to obtain the same reliefs as those provided by the amendments made to IFRS 9. There
are also amendments to IFRS 7 Financial Instruments: Disclosures to enable users of financial
statements to understand the effect of interest rate benchmark reform on an entity’s financial
instruments and risk management strategy. The amendments are effective for annual periods
beginning on or after 1 January 2021 with earlier application permitted. While application is
retrospective, an entity is not required to restate prior periods. These amendments had no impact on
the financial statements of the Group.

Amendments to IFRS 3 Business combinations

In May 2020, the IASB issued Amendments to IFRS 3 Business Combinations - Reference to the
Conceptual Framework. The amendments are intended to replace a reference to the Framework for
the Preparation and Presentation of Financial Statements, issued in 1989, with a reference to the
Conceptual Framework for Financial Reporting issued in March 2018 without significantly changing its
requirements.

The Board also added an exception to the recognition principle of IFRS 3 to avoid the issue of potential
‘day 2’ gains or losses arising for liabilities and contingent liabilities that would be within the scope of
IAS 37 or IFRIC 21 Levies, if incurred separately. At the same time, the Board decided to clarify existing
guidance in IFRS 3 for contingent assets that would not be affected by replacing the reference to the
Framework for the Preparation and Presentation of Financial Statements. The amendments are
effective for annual reporting periods beginning on or after 1 January 2022 and apply prospectively.
Earlier application is permitted if, at the same time or earlier, an entity also applies all of the
amendments contained in the Amendments to References to the Conceptual Framework in IFRS
Standards (March 2018). It is not expected that the amendments would impact the financial position
or performance of the Group.
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Amendments to IAS 16 Property, Plant and Equipment: Proceeds before Intended Use

In May 2020, the IASB issued Property, Plant and Equipment — Proceeds before Intended Use, which
prohibits entities deducting from the cost of an item of property, plant and equipment, any proceeds
from selling items produced while bringing that asset to the location and condition necessary for it to
be capable of operating in the manner intended by management. Instead, an entity recognises the
proceeds from selling such items, and the costs of producing those items, in profit or loss. The
amendment is effective for annual reporting periods beginning on or after 1 January 2022 and must
be applied retrospectively to items of property, plant and equipment made available for use on or after
the beginning of the earliest period presented when the entity first applies the amendment. It is not
expected that the amendments would impact the financial position or performance of the Group.

Amendments to IAS 37: Onerous Contracts — Costs of Fulfilling a Contract

In May 2020, the IASB issued amendments to IAS 37 to specify which costs an entity needs to include
when assessing whether a contract is onerous or loss-making. The amendments apply a “directly
related cost approach”. The costs that relate directly to a contract to provide goods or services include
both incremental costs and an allocation of costs directly related to contract activities. General and
administrative costs do not relate directly to a contract and are excluded unless they are explicitly
chargeable to the counterparty under the contract.

The amendments are effective for annual reporting periods beginning on or after 1 January 2022 and
must be applied prospectively. It is not expected that the amendments would impact the financial
position or performance of the Group.

IFRS 1 First-time Adoption of International Financial Reporting Standards — Subsidiary as a first-time
adopter

As part of its 2018-2020 annual improvements to IFRS standards process, the IASB issued an
amendment to IFRS 1 First-time Adoption of International Financial Reporting Standards. The
amendment permits a subsidiary that elects to apply paragraph D16(a) of IFRS 1 to measure cumulative
translation differences using the amounts reported by the parent, based on the parent’s date of
transition to IFRS. This amendment is also applied to an associate or joint venture that elects to apply
paragraph D16(a) of IFRS 1. The amendment is effective for annual reporting periods beginning on or
after 1 January 2022 with earlier adoption permitted. It is not expected that the amendments would
impact the financial position or performance of the Group.

IFRS 9 Financial Instruments — Fees in the 10 per cent’ test for derecognition of financial liabilities
As part of its 2018-2020 annual improvements to IFRS standards process the IASB issued amendment
to IFRS 9. The amendment clarifies the fees that an entity includes when assessing whether the terms
of a new or modified financial liability are substantially different from the terms of the original financial
liability. These fees include only those paid or received between the borrower and the lender, including
fees paid or received by either the borrower or lender on the other’s behalf. An entity applies the
amendment to financial liabilities that are modified or exchanged on or after the beginning of the
annual reporting period in which the entity first applies the amendment. The amendment is effective
for annual reporting periods beginning on or after 1 January 2022 with earlier adoption permitted. It
is not expected that the amendments would impact the financial position or performance of the
Group.
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IAS 41 Agriculture — Taxation in fair value measurements

As part of its 2018-2020 annual improvements to IFRS standards process the IASB issued amendment
to IAS 41 Agriculture. The amendment removes the requirement in paragraph 22 of IAS 41 that entities
exclude cash flows for taxation when measuring the fair value of assets within the scope of IAS 41. An
entity applies the amendment prospectively to fair value measurements on or after the beginning of
the first annual reporting period beginning on or after 1 January 2022 with earlier adoption permitted.
It is not expected that the amendments would impact the financial position or performance of the
Group.

Covid-19-Related Rent Concessions beyond 30 June 2021 Amendments to IFRS 16

On 28 May 2020, the IASB issued Covid-19-Related Rent Concessions - amendment to IFRS 16 Leases.
The amendments provide relief to lessees from applying IFRS 16 guidance on lease modification
accounting for rent concessions arising as a direct consequence of the Covid-19 pandemic. As a
practical expedient, a lessee may elect not to assess whether a Covid-19 related rent concession from
a lessor is a lease modification. A lessee that makes this election accounts for any change in lease
payments resulting from the Covid-19 related rent concession the same way it would account for the
change under IFRS 16, if the change were not a lease modification. The amendment was intended to
apply until 30 June 2021, but as the impact of the Covid-19 pandemic is continuing, on 31 March 2021,
the IASB extended the period of application of the practical expedient to 30 June 2022.The amendment
applies to annual reporting periods beginning on or after 1 April 2021.

7. Standards issued but not yet effective and not early adopted

The new and amended standards and interpretations that are issued, but not yet effective, up to the
date of issuance of the Group’s financial statements are disclosed below. The Group intends to adopt
these new and amended standards and interpretations, if applicable, when they become effective.

IFRS 17 Insurance Contracts

In May 2017, the IASB issued IFRS 17 Insurance Contracts (IFRS 17), a comprehensive new accounting
standard for insurance contracts covering recognition and measurement, presentation and disclosure.
Once effective, IFRS 17 will replace IFRS 4 Insurance Contracts (IFRS 4) that was issued in 2005. IFRS 17
applies to all types of insurance contracts (i.e., life, non-life, direct insurance and re-insurance),
regardless of the type of entities that issue them, as well as to certain guarantees and financial
instruments with discretionary participation features.

A few scope exceptions will apply. The overall objective of IFRS 17 is to provide an accounting model
for insurance contracts that is more useful and consistent for insurers. In contrast to the requirements
in IFRS 4, which are largely based on grandfathering previous local accounting policies, IFRS 17 provides
a comprehensive model for insurance contracts, covering all relevant accounting aspects. The core of
IFRS 17 is the general model, supplemented by:

. A specific adaptation for contracts with direct participation features (the variable fee
approach)
. A simplified approach (the premium allocation approach) mainly for short-duration contracts
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7. Standards issued but not yet effective and not early adopted (continued)

IFRS 17 Insurance Contracts (continued)

IFRS 17 is effective for reporting periods beginning on or after 1 January 2023, with comparative figures
required. Early application is permitted, provided the entity also applies IFRS 9 on or before the date
it first applies IFRS 17. It is not expected that the standard would impact the financial position or
performance of the Group.

Amendments to IAS 1: Classification of Liabilities as Current or Non-current
In January 2020, the IASB issued amendments to paragraphs 69 to 76 of IAS 1 to specify the
requirements for classifying liabilities as current or non-current. The amendments clarify:

o What is meant by a right to defer settlement

o That a right to defer must exist at the end of the reporting period

o That classification is unaffected by the likelihood that an entity will exercise its deferral right
o That only if an embedded derivative in a convertible liability is itself an equity instrument

would the terms of a liability not impact its classification

In July 2021 the Board tentatively decided to propose several amendments to the clarifications made
in January 2020. In particular, the Board decided to propose that if a right to defer settlement for at
least twelve months is subject to an entity complying with conditions after the reporting date, those
conditions do not affect whether the right to defer settlement exists at the reporting date for the
purpose of classifying a liability as current or non-current. Additional presentation and disclosure
requirements would be applicable in such circumstances. Furthermore, the Board tentatively decided
to defer the effective date to no earlier than 1 January 2024 (from 1 January 2023).

The amendments have not yet been endorsed by the EU. The Group will analyze and assess the impact
of the new amendments on its financial position or performance.

Amendments to IFRS 10 and IAS 28 - Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture

In December 2015, the IASB decided to defer the effective date of the amendments until such time as
it has finalised any amendments that result from its research project on the equity method. The
amendments address the conflict between IFRS 10 Consolidated Financial Statements and IAS 28
Investments in Associates and Joint Ventures in dealing with the loss of control of a subsidiary that is
sold or contributed to an associate or joint venture. The amendments clarify that a full gain or loss is
recognised when a transfer to an associate or joint venture involves a business as defined in IFRS 3.
Any gain or loss resulting from the sale or contribution of assets that does not constitute a business,
however, is recognised only to the extent of unrelated investors’ interests in the associate or joint. The
amendments have not yet been endorsed by the EU. The Group will analyse and assess the impact of
the new amendments on its financial position or performance.

Amendments to IAS 1 Presentation of Financial Statements and IFRS Practice Statement 2: Disclosure
of Accounting policies

In February 2021, the Board issued amendments to IAS 1 and IFRS Practice Statement 2 Making
Materiality Judgements (the PS), in which it provides guidance and examples to help entities apply
materiality judgements to accounting policy disclosures. The amendments aim to help entities provide
accounting policy disclosures that are more useful by:

. Replacing the requirement for entities to disclose their ‘significant’ accounting policies with a
requirement to disclose their ‘material’ accounting policies and
. Adding guidance on how entities apply the concept of materiality in making decisions about

accounting policy disclosures
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7. Standards issued but not yet effective and not early adopted (continued)

Amendments to IAS 1 Presentation of Financial Statements and IFRS Practice Statement 2: Disclosure
of Accounting policies (continued)

The amendments are effective for annual reporting periods beginning on or after 1 January 2023.
Earlier application of the amendments to IAS 1 is permitted as long as this fact is disclosed. The
amendments have not yet been endorsed by the EU. The Group will analyze and assess the impact of
the new amendments on its financial position or performance.

Amendments to IAS 8 Accounting policies, Changes in Accounting Estimates and Errors: Definition of
Accounting Estimates

In February 2021, the Board issued amendments to IAS 8, in which it introduces a new definition of
‘accounting estimates’. The amendments clarify the distinction between changes in accounting
estimates and changes in accounting policies and the correction of errors. Also, they clarify how
entities use measurement techniques and inputs to develop accounting estimates.

The amended standard clarifies that the effects on an accounting estimate of a change in an input or
a change in a measurement technique are changes in accounting estimates if they do not result from
the correction of prior period errors. The aspect of the definition for the accounting estimates that
changes in accounting estimates may result from new information or new developments is retained
by the Board.

The amendments are effective for annual reporting periods beginning on or after 1 January 2023.
Earlier application is permitted. The amendments have not yet been endorsed by the EU. The Group
will analyse and assess the impact of the new amendments on its financial position or performance.

Amendments to IAS 12 Income Taxes: Deferred Tax related to Assets and Liabilities arising from a
Single Transaction

In May 2021, the Board issued amendments to IAS 12, which narrow the scope of the initial recognition
exception under IAS 12, so that it no longer applies to transactions that give rise to equal taxable and
deductible temporary differences. The amendments clarify that where payments that settle a liability
are deductible for tax purposes, it is a matter of judgement whether such deductions are attributable
for tax purposes to the liability recognised in the financial statements or to the related asset
component. This judgement is important in determining whether any temporary differences exist on
initial recognition of the asset and liability.

Under the amendments, the initial recognition exception does not apply to transactions that, on initial
recognition, give rise to equal taxable and deductible temporary differences. It only applies if the
recognition of a lease asset and lease liability (or decommissioning liability and decommissioning asset
component) give rise to taxable and deductible temporary differences that are not equal.

The amendments are effective for annual reporting periods beginning on or after 1 January 2023. An
entity should apply the amendments to transactions that occur on or after the beginning of the earliest
comparative period presented. In addition, at the beginning of the earliest comparative period
presented, it should also recognise a deferred tax asset (provided that sufficient taxable profit is
available) and a deferred tax liability for all deductible and taxable temporary differences associated
with leases and decommissioning obligations. The amendments have not yet been endorsed by the
EU. The Group will analyse and assess the impact of the new amendments on its financial position or
performance.
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8. Revenue from contracts with customers

Set out below, is the disaggregation of the revenue from contracts with customers:

01.01.2022 - 01.01.2021 -
30.06.2022 30.06.2021
Revenue from contracts with customers BGN' 000 BGN' 000
Geographical markets

Bulgaria 38,288 68,832
Other European countries 32,613 29,187
Counties outside Europe 909 290
71,810 98,309

Timing of revenue recognition
At a point 42,009 86,026
Over time 29,801 12,283
71,810 98,309

The geographical information on revenue from the sale of products and provision of services is based
on the customer’s location.

Contract balances

30.6.2022 31.12.2021

BGN'000 BGN'000
Trade receivables (note 22) 24,748 23,684
Contract assets (note 22) 1,528 2,468
Contract liabilities (note 29) 21,751 19,312

Trade receivables are non-interest bearing and are generally on terms of 30 to 60 days.

Contract assets are initially recognised for obligations fulfilled, which have not yet been invoiced to the
customer, as well as payments withheld by the customer as warranties. When the payment becomes
due, the amounts recognised as contract assets are reclassified to trade receivables.

Contract liabilities include advances from customers. They are recognized as revenue when the
performance obligation is satisfied.

Performance obligations

Sale of equipment /goods

The performance obligation is satisfied upon delivery of the equipment / goods and payment is
generally due within 30 to 90 days from delivery.

Extended maintenance

Contracts which provide for an extended warranty for new equipment or equipment owned by the
customer. Maintenance is accounted for as a separate performance obligation and part of the
transaction price is allocated to it. The performance obligation with regard to the extended warranty

is satisfied over the maintenance period (one, three, five years) based on based on the expired period
of time.
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8. Revenue from contracts with customers (continued)

Installation services
The performance obligation is satisfied over time and payment is generally due upon completion of
installation and its acceptance by the customer.

Managed services
Long-term contracts for a period of three to five years for managing the customers’ IT infrastructure
where the performance obligation is satisfied over time.

Services related to licensing and software, developed by third parties
As for the customer contracts that involve a combination of consultancy services and licensing of third
party software, revenue is recognized at a point in time of delivery of the software product.

The transaction price allocated to the remaining performance obligations (unsatisfied or partially
unsatisfied) as at the end of the period are, as follows:

30.6.2022 31.12.2021

BGN'000 BGN'000
Within one year 10,280 11,142
More than one year 11,471 8,141
21,751 19,283

9. General and administrative expenses

01.01.2022 - 01.01.2021 -

30.06.2022 30.06.2021

BGN'000 BGN'000
Employee benefit expenses (2,075) (1,669)
Depreciation & amortisation (167) (133)
Consulting services (419) (365)
Office rent and utilities (192) (135)
Representative expenses (140) (51)
Other (307) (235)
(3,300) (2,588)
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10. Sales and marketing expenses

Employee benefit expenses
Depreciation & amortisation
Consulting and agency services
Marketing and advertisement
Other

11. Expenses by nature

Telelink Business Services Group AD

01.01.2022- 01.01.2021 -
30.06.2022  30.06.2021
BGN'000 BGN'000

(1,936) (1,722)

(319) (274)

(1,350) (1,111)

(404) (403)

(291) (305)

(4,300) (3,815)

Expenses by nature, included in the cost of sales, administrative expenses and sales and marketing

expenses are as follows:

Changes in inventories of finished goods and work in progress

Capitalised development costs and contract costs
Raw materials and consumables

Hired services

Employee benefit expenses (note 14)
Depreciation and amortisation (note 18, 20)
Other, including Cost of goods sold

12. Other operating income / (expenses)

Other operating income

Gain on disposal of property, plant and equipment
Government grants (note 25)

Rental income

Other

Other operating expenses

Penalties
Other

01.01.2022-  01.01.2021 -
30.06.2022 30.06.2021
BGN'000 BGN'000
1,776 996
17 44
(258) (218)
(32,524) (24,091)
(7,942) (6,581)
(1,538) (1 446)
(26,208) (57,392)
(66,677) (88,688)
01.01.2022-  01.01.2021 -
30.06.2022 30.06.2021
BGN'000 BGN'000
1 2
138 75
14 13
2 7
155 97
01.01.2022-  01.01.2021 -
30.06.2022 30.06.2021
BGN'000 BGN'000
- (18)
(4) (6)
(4) (24)
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13. Finance income and finance costs

Finance costs
Interest on financing
Net foreign exchange loss
Other financial costs

Finance income
Interest income - loans granted
Net foreign exchange gain

14. Employee benefit expenses

Salaries

Social security contributions

The average full-time staff number and its breakdown by function are presented below:

Management
Operations
Sales
Administration

Telelink Business Services Group AD

01.01.2022-  01.01.2021 -
30.06.2022 30.06.2021
BGN'000 BGN'000
(81) (105)
- (81)
(117) (155)
(198) (341)
01.01.2022-  01.01.2021 -
30.06.2022 30.06.2021
BGN'000 BGN'000
15 1
705 -
720 1
01.01.2022 - 01.01.2021 -
30.06.2022 30.06.2021
BGN'000 BGN'000
(6,880) (5,717)
(1,062) (864)
(7,942) (6,581)
01.01.2022 - 01.01.2021 -
30.06.2022 30.06.2021
Number Number
10 9
166 168
52 36
48 54
276 267
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15. Income tax

The major components of income tax expenses are as follows:

01.01.2022 - 01.01.2021 -
30.06.2022 30.06.2021

BGN'000 BGN'000
Current income tax
Current income tax charge (917) (1,227)
Deferred income tax
Relating to origination and reversal of temporary differences (35) (13)
Income tax reported in the statement of comprehensive income (952) (1,240)

The reconciliation between income tax expense and the product of accounting profit multiplied by the
statutory tax rate for the Group for the period ended 30.06.2022 and 30.06.2021 is as follows:

01.01.2022 - 01.01.2021 -
30.06.2022 30.06.2021

BGN'000 BGN'000
Accounting profit before income tax 5,806 9,354
Income tax rate 10% 10%
At parent's corporate income tax rate 10% (2020: 10%) (581) (935)
Tax effects of profits from subsidiaries taxed at different rate (215) (184)
Tax effect of non-deductible expenses (156) (121)
(952) (1,240)
At the effective income tax rate of: 16% 13%
Income tax reported in the statement of comprehensive income (952) (1,240)
(952) (1,240)

Deferred taxes of the Group as at the end of the reporting period relate to the following items:

Statement of financial Statement of

position comprehensive income

01.01.2022 - 01.01.2021 -
30.06.2022 30.06.2021 30.6.2022 31.12.2021

Deferred income tax assets / (liabilities) BGN'000 BGN'000 BGN'000 BGN'000
Accrued expenses 167 202 (35) (13)
Employee benefits 182 182 - -
Property, plant and equipment/Intangible assets (160) (160) -
Impairment losses on fanancial and contract assets 330 330 -
Share-based payments 67 67 -
Impairment losses on investment 8 8 -
Deferred tax expense/(income) 18

Deferred income tax asset / (liability) 612 629

Movement in deferred taxes (35) (13)

41




:« telelink

BUSINESS SERVICES

Telelink Business Services Group AD
NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For the period ended 30 June 2022

15. Income tax (continued)

The Group’s tax liabilities are based on the tax returns submitted to the tax authorities and are
determined finally after being verified by the national tax authorities or after the expiry of a five-year
term following the year of submission, as the case may be.

16. Assets classified as held for sale

In previous period, Telelink Business Services EAD acquired apartments located in town of Aheloi
against its trade receivables from a customer as a result of a public sale procedure. During 2021 one
of the apartments was sold.

In October 2018, Telelink Business Services EAD acquired apartments in Serbia as collateral on a loan.
The apartments were sold to Comutel DOO in 2019 and in 2020 and 2021 sale of the assets was
realised.

The apartments have been classified as held for sale as management is committed to a plan for their
sale.

At the end of 2021 and 2020, an external valuer was engaged to assess the market value of the
properties. The assessment showed no indications of impairment of these assets.

17. Prepayments

30.6.2022 31.12.2021

BGN'000 BGN'000

Balance on 1 January 15,502 8,854
Accrued during the year 10,187 18,478
Released to profit and loss (7,402) (11,829)
Balance at the end of the period 18,287 15,502
Current 7,783 8,142
Non-current 10,504 7,360
18,287 15,502

Prepayments comprise mainly prepaid extended maintenance in addition to the standard warranty
provided by the suppliers of the equipment.
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18. Property, plant and equipment

Managed
Right-of-use Machinery & Motor Furniture Services
assets equipment  Computers Vehicles  and Fittings assets Total
Book value BGN'000 BGN'000 BGN'000 BGN'000 BGN'000 BGN'000 BGN'000
Balance as of 1 January 2022 8,192 1,644 1,665 26 621 2,843 14,991
Additions 200 26 123 - 38 1,589 1,976
Disposals (40) - (2) - - - (42)
Transferred to inventory - - - - - (54) (54)
Balance as of 31 December 2022 8,352 1,670 1,786 26 659 4,378 16,871
Accumulated depreciation:
Balance as of 1 January 2022 (4,523) (1,128) (1,374) (22) (393) (862) (8,302)
Depreciation for the year (812) (147) (142) (2) (38) (234) (1,375)
Disposals 22 - 2 - - - 24
Transferred to inventory - - - - - 29 29
Balance as of 31 December 2022 (5,313) (1,275) (1,514) (24) (431) (1,067) (9,624)
Net book value as of 1 January 2022 3,669 516 291 4 228 1,981 6,689
Net book value as of 30 June 2022 3,039 395 272 2 228 3,311 7,247
Machinery Furniture  Managed
Right-of-use & Motor and Services
assets equipment Computers Vehicles Fittings assets Total
Book value BGN'000 BGN'000 BGN'000 BGN'000  BGN'000 BGN'000 BGN'000
Balance as of 1 January 2021 7,969 1,605 1,474 26 700 2,133 13,907
Additions 223 147 296 - 25 748 1,439
Disposals - (129) (108) - (104) (25) (366)
Transferred from inventory - 21 3 - - - 24
Transferred to inventory - - - - - (13) (13)
Balance as of 31 December 2021 8,192 1,644 1,665 26 621 2,843 14,991
Accumulated depreciation:
Balance as of 1 January 2021 (2,939) (973) (1,210) (17) (427) (431) (5,997)
Depreciation for the year (1,581) (282) (260) (6) (70) (440) (2,639)
Disposals (3) 129 95 - 104 8 333
Transferred to inventory - - - - - 1 1
Balance as of 31 December 2021 (4,523) (1,126) (1,375) (23) (393) (862) (8,302)
Net book value as of 1 January 2021 5,030 632 264 9 273 1,702 7,910
Net book value as of 31 December 2021 3,669 518 290 3 228 1,981 6,689

The Group has performed impairment testing on the property, plant and equipment as at the end of
2021. There are no indicators that the balance value exceed the carrying value of the assets. Therefore
no impairment loss was recognised in the financial statements. Managed services assets represent
machinery and equipment, computers and inventory used under contracts for managed services.
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Geographical information

Telelink Business Services Group AD
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as at 30 June 2022 Other European  Counties outside
Bulgaria countries Europe Total
BGN '000 BGN '000 BGN '000 BGN '000
Property, plant and equipment 2,675 4,056 516 7,247
Investment properties 409 409
Intangible assets 441 7 448
Prepayments 2,291 8,096 117 10,504
5,407 12,568 633 18,608
as at 31 December 2021 Other European  Counties outside
Bulgaria countries Europe Total
BGN '000 BGN '000 BGN '000 BGN '000
Property, plant and equipment 3,401 2,900 388 6,689
Investment properties 409 409
Intangible assets 480 2 482
Prepayments 2,184 5,021 155 7,360
6,065 8,332 543 14,940
19. Investment property
30.6.2022 31.12.2021
BGN'000 BGN'000
Opening balance at 1 January 409 372
Net result from a fair value remeasurement - 37
Closing balance at the end of the period 409 409
30.6.2022 31.12.2021
BGN'000 BGN'000
Rental income derived from investment properties 14 28
Net profit arising from investment properties carried at fair value 14 28

Description of valuation techniques and key assumptions used in determining the fair value of the
investment property

Valuation technique DCF method

Significant unobservable inputs Range

-Estimated rental value per sgm per month EUR 8,85 - 7,10
-Rent growth p.a. 1%
-Discount rate 9%
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20. Intangible assets

Development

Software Other Total
Costs

Book value: BGN'000 BGN'000 BGN'000 BGN'000
Balance as of 1 January 2022 3,393 139 281 3,813
Additions 106 17 6 129
Balance as of 30 June 2022 3,499 156 287 3,942
Accumulated amortization:

Balance as of 1 January 2022 (3,189) - (142) (3,331)
Amortisation for the year (135) - (28) (163)
Balance as of 30 June 2022 (3,324) - (170) (3,494)
Net book value as of 1 January 2022 204 139 139 482
Net book value as of 30 June 2022 175 156 117 448

Software Development Other Total
Costs

Book value: BGN'000 BGN'000 BGN'000 BGN'000
Balance as of 1 January 2021 3,382 32 284 3,698
Additions 28 116 3 147
Disposals (26) - (6) (32)
Transfers 9 9) - -
Balance as of 31 December 2021 3,393 139 281 3,813
Accumulated amortization:

Balance as of 1 January 2021 (2,973) - (94) (3,067)
Amortisation for the year (242) - (54) (296)
Disposals 26 - 6 32
Balance as of 31 December 2021 (3,189) - (142) (3,331)
Net book value as of 1 January 2021 409 32 190 631
Net book value as of 31 December 2021 204 139 139 482

The Group invests considerable resources in the development of new products - software solutions in
areas, such as, next generation communications, information and cyber security, integrated security,
Internet of Things.

The Group carried out an annual impairment testing as at the end of 2021. There were no indicators

that the carrying amount of the intangible assets exceeded their recoverable amount and, as a result,
no impairment loss was recognized in the financial statements.
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21. Inventories

30.6.2022 31.12.2021
BGN'000 BGN'000
Materials 398 219
Goods 4,458 2,086
Dispatched goods - 162
Work in progress 4,383 2,571
9,239 5,038
Write-down allowance for inventories
30.6.2022 31.12.2021
BGN'000 BGN'000
At 1 January 62 62
At the end of the period 62 62
22. Trade and other receivables and contract assets
Trade and other receivables
30.6.2022 31.12.2021
BGN'000 BGN'000
Trade receivables from related parties, gross (note 31) 909 1,130
Trade receivables from third parties, gross 24,291 23,007
Loss allowance (452) (452)
Trade receivables 24,748 23,684
Dividend and other receivables from related parties - 1
Other receivables 3047 1733
Trade and other receivables 27,794 25,419

Trade receivables are non-interest bearing and are generally on terms of 30 to 60 days.

The Group has established registered pledge over current and future trade receivables under individual
contracts of Telelink Business Services EAD in order to secure the funds utilised under an overdraft
facility and additional pledges of current and future receivables of Telelink Business Services EAD under
the projects financed by the revolving credit facility. The funds utilized by Telelink Business Services
EAD under the contract amounted to zero as at 30 June 2022 (as at 31 December 2021: zero BGN).

Under the conditions of the loan agreement signed between Comutel DOO and Raiffeisen AD Beograd,
the respective loan funds are utilized against a pledge of at least equal amounts of the receivables
from a key account. As at 30 June 2022, the funds utilized amounted to BGN 274 thousand (as at 31

December 2021: BGN 1,725 thousand).
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22. Trade and other receivables and contract assets (continued)

As at 30 June 2022, the Group had contract assets amounted BGN 1,528 thousand (31 December 2021:
BGN 2,468 thousand). The Group does not expect credit losses on contract assets.

Set out below is the movement in the allowance for expected credit losses of trade receivables:

30.6.2022 31.12.2021

BGN'000 BGN'000

Loss allowance at 01 January 452 471
Amounts written off - (19)
Loss allowance at the end of the period 452 452

The ageing analysis of trade receivables and contract assets as at 30 June 2022 and 31 December 2021
is presented in the following table:

Days past due
30 June 2022 Current <30days 31-60days 61-90days 91-180days >181days Total
BGN'000 BGN'000 BGN'000 BGN'000 BGN'000 BGN'000 BGN'000
Expected credit loss rate 0% 0% 0% 0% 0% 0%
Receivables from related parties, gross 819 36 1 - - 53 909
Receivables from third-party customers,
gross 19,552 1,785 526 1,438 188 802 24,291
Contract assets, gross 1,528 - - - - - 1,528
Loss allowance of trade receivables and
contract assets - - - - - (452) (452)
Total trade receivables and contract
assets 21,899 1,821 527 1,438 188 403 26,276
Days past due
31 December 2021 Current <30days 31-60days 61-90days 91- 180 days > 181 days Total
BGN'000 BGN'000 BGN'000 BGN'000 BGN'000 BGN'0O00 BGN'000
Expected credit loss rate 0% 0% 0% 0% 0% 0%
Receivables from related parties, gross 415 280 315 4 17 99 1,130
Receivables from third-party customers,
gross 17,928 452 1,815 314 328 2,170 23,007
Contract assets, gross 2,468 - - - - - 2,468
Loss allowance of trade receivables and
contract assets - - - - - (452) (452)
Total trade receivables and contract
assets 20,811 732 2,130 318 345 1817 26,153
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23. Loans granted

30.6.2022 31.12.2021

Current Maturity BGN'000 BGN'000
Third parties 2017/2020 2,540 2,540
Loss allowance (2,540) (2,540)

As at 30 June 2022 and 31 December 2021, the Group have not granted loans, besides the USD loans

that are fully impaired as at 31 December 2017. The revaluation of the impaired loans for 2021 amounts
to the negative value of BGN 84 thousand.

24. Cash and cash equivalents

30.6.2022 31.12.2021

BGN'000 BGN'000

Cash and cash equivalents in hand 5 3

Cash and cash equivalents in current accounts 10,843 12,359
Cash and cash equivalents in accounts subject of

special conditions 301 301

Short-term deposits 166 152

11,315 12,815

Cash in bank accounts bear floating interest rates based on the daily interest rates on bank deposits.
Short-term deposits are made for various periods between one week and three months depending on
the immediate cash requirements of the Group and earn interest at the respective short-term deposit

rates. The fair value of cash and short-term deposits at 30 June 2022 and 31 December 2021 equals
their carrying amount.

25. Government grants

In 2019, Telelink Business Services EAD, being part of a Consortium, in which more than 30 partners
from various European countries participate, received the first tranche from financing under the
Operational Program ECHO European network of Cybersecurity centres and competence Hub for
innovation and Operations. The funds of BGN 464 thousand under the Program was provided and

utilized to cover personnel costs. In 2020 the Group received second tranche of funds under the
Program at the amount of BGN 383 thousand.

In 2022, Telelink Business Services EAD received funding under the Human Resources Development

operational program from the Ministry of Labour and Social Policy. The funds were provided to cover
costs for approved staff trainings.
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25. Government grants (continued)

The amount of government grants recognized in the financial statements corresponds to the useful
life of the acquired items of property, plant and equipment, and intangible assets, and the hired
services used:

30.6.2022 31.12.2021

BGN'000 BGN'000

Balance on 1 January 143 290
Received during the year 96 -
Released to profit and loss (note 12) (138) (147)
Balance on 31 December 101 143
Current 101 143
101 143

26. Interest-bearing loans and borrowings

30.6.2022 31.12.2021

Current Interest rate % BGN'000 BGN'000
Revolving credit facilities 1M LIBOR + 1.6% 274 1,725
274 1,725

In May 2022, Telelink Business Services EAD signed an Annex No7 for the extension of the availability
period of the Agreement for undertaking credit commitments under an overdraft credit line Ne
0018/730/10102019 dated 10.10.2019 with Unicredit Bulbank AD extended until May 31 2023.
According to the Annex the limits subject to utilization amend form EUR 7 million to EUR 13 million as
follows:
e overdraft credit limit of up to EUR 3,000 thousand, with a utilization period until May 31 2023
and repayment period until July 31 2023;
e revolving credit limit of up to EUR 4,000 thousand, with a utilization period until May 31 2023
and repayment period until May 31 2023;
e contingent bank credit of up to EUR 13,000 thousand, with a utilization period until June 30
2030;
e extension of letters of credit terms until May 15 2024.

All limits remain available for utilization in BGN, EUR or USD at respectively applicable interest rates of
BIR + 1.357%, 1m. EURIBOR + 1.5% and 1m. LIBOR + 1.5%, but no less than 1.5% (regardless of the
currency of utilization).

As of June 30 2022 and 31 December 2021, Telelink Business Services EAD did not have any utilized
and outstanding overdraft, conditional bank loan and revolving credit funds.

In January 2022, Comutel signed an Annex for the annual renewal of its Credit facility agreement with
Raiffeisen Banka AD Beograd (Serbia) from 2015 with limit up to USD 5,000 thousand. The interest rate
applied under the agreement remained unchanged at 1m. LIBOR + 1.6%. The loan is fully secured by a
pledge of receivables from a key account. As of June 30 2022, funds utilized amounted to an equivalent
of BGN 274 thousand (31 December 2021: BGN 1,725thousand).

On 15th February 2022 Telelink Business Services Group AD has signed an overdraft agreement with
Raiffeisenbank (Bulgaria) EAD with the following parameters:
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26. Interest-bearing loans and borrowings (continued)

- Overdraft up to EUR 2 000 000, with a drawdown period until 27th February 2026 and a
repayment period until 31.07.2022;

- Conditional bank loan up to EUR 2 000 000, with a drawdown period no later than 27th
February 2026;

All limits can be drawdown in BGN, EUR or USD, at the applicable interest rates of reference rate +
1.5%, 1 month EURIBOR + 1.5% and 1 month LIBOR + 1.5%, but not less than 1.5% (regardless of the
drawdown currency).

Collaterals, provided under the agreement continue to include:

- pledge of receivables on bank accounts;

- pledge of present and future receivables under trade contracts of TBSG AD with its
subsidiaries;

- surety by TBS AD

As of June 30 2022 the Company does not have any liabilities towards the overdraft.

Reconciliation of the movement of liabilities to cash flows from financing activity:

30.6.2022 31.12.2021

BGN'000 BGN'000
Interest-bearing loans and borrowings at 01 January 1,725 2,003
Proceeds from borrowings 3,004 9,708
Repayments of borrowings (4,455) (9,986)
Interest expense 32 109
Interest paid (32) (109)
Interest-bearing loans and borrowings at the end of the period 274 1,725

27. Leases

The Group has leases for offices, vehicles, and managed services assets used in the business. Leases
for managed services assets have lease terms between 3 and 4 years, vehicles - 4 years, and rented
offices 5 years. The Group’s obligations under its leases are secured by the lessor’s title to the leased
assets. Generally, the Group is restricted from assigning and subleasing the leased assets and some
contracts require the Group to maintain certain financial ratios.

There are no lease contracts that include extension and termination options and variable lease
payments.

The Group also has certain leases of premises or equipment with lease terms of 12 months or less and
leases of office equipment with low value. The Group applies the ‘short-term lease’ and ‘lease of low-
value assets’ recognition exemptions for these leases.

Set out below are the carrying amounts of right-of-use assets recognised and the movements during
the period:
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27. Leases (continued)

Managed
Motor Services
Buildings Vehicles assets Total

BGN '000 BGN '000 BGN '000 BGN '000

Balance at 1 January 2022 1,901 503 1,265 3,669
incl. under Lease contracts with transfer of

ownership by the end of the lease term - 63 1,265 1,328

Additions 110 90 - 200

Disposals (18) - - (18)

Depreciation (449) (135) (228) (812)
incl. under Lease contracts with transfer of

ownership by the end of the lease term - (9) (228) (237)

Balance at 30 June 2022 1,544 458 1,037 3,039

Managed
Motor Services
Buildings Vehicles assets Total

BGN '000 BGN '000 BGN '000 BGN '000

Balance at 1 January 2021 2,606 698 1,726 5,030
incl. under Lease contracts with transfer of

ownership by the end of the lease term - 81 1,726 1,807

Additions 158 65 - 223

Depreciation (863) (260) (461) (1,584)
incl. under Lease contracts with transfer of

ownership by the end of the lease term - (19) (461) (480)

Balance at 31 Dec 2021 1,901 503 1,265 3,669

Set out below are the carrying amounts of lease liabilities and the movements during the period:

30.6.2022 31.12.2021

BGN '000 BGN '000

Balance at the beginning of the period 2,933 4,590
Additions 173 225
Accretion of interest 41 118
Payments (791) (2,000)
Balance at the end of period 2,357 2,933
Current 1,355 1,456
Non-current 1,002 1,477

The Group had total cash outflows for leases of BGN 806 thousand for the period 01 June-30 June
2022, including BGN 15 thousand related to short-term leases (2021: BGN 2,029 thousand, including

BGN 29 thousand related to short-term leases).
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27. Leases (continued)

Set out below are the lease related amounts recognised in profit and loss:

01.01.2022 - 01.01.2021 -

30.06.2022 30.06.2021

BGN '000 BGN '000

Depreciation expense of rights-of-use assets (812) (785)

incl. under Lease contracts with transfer of ownership by the end of the lease
term (237) (238)
Interest expenses on lease liabilities (41) (54)
Expenses relating to short-term leases (15) (14)
Total amount recognised in profit or loss (868) (853)
28. Trade and other payables

30.6.2022 31.12.2021

BGN'000 BGN'000
Trade payables to related parties (note 31) 335 146
Trade payables to third parties 23,665 21,505
Accrued expenses 3,771 2,192
Trade payables 27,771 23,843
Tax and other statutory liabilities 953 1,752
Dividend and other payables to related parties (note 33) 301 302
Other payables 1,373 2,558
Trade and other payables 30,398 28,455

Trade payables are non-interest bearing and are normally settled on 30-60-day terms.

Tax liabilities are non-interest bearing and are settled within the statutory deadlines.

Other payables are non-interest bearing and have an average term of 30 days. Other liabilities are
mainly formed by short-term payables to personnel and accrued unused paid leave.

29. Contract liabilities

30.6.2022 31.12.2021

BGN'000 BGN'000

Contract liabilities to related parties 370 29
Advances received 1,732 2,172
Deferred income 19,650 17,111
Total contract liabilities 21,751 19,312
Current 10,280 11,172
Non-current 11,471 8,140
21,751 19,312

Following the initial application of IFRS 15, Advances received from clients and Deferred income
represent customer billed amounts in advance of performance are classified within Contract liabilities.
Advances received represent short-term upfront amount received by customers for services or goods.
Deferred income comprises of short and long term advances received for extended customer support.
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30. Retirement benefit liability

Balance on 1 January
Accrued for the year
Balance at the end of the period

Telelink Business Services Group AD
NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS

Major assumptions used for accounting purposes:

Major assumptions
Discount Rate
Future Salary Increases

Personnel Retention Rate (depending on the age)

30.6.2022 31.12.2021
BGN'000 BGN'000
19 16

- 3

19 19
30.6.2022 31.12.2021
0,40% 0,40%
5,00% 5,00%
80,14% 80,14%

There have been no reasonably possible changes in key assumptions that could have a significant
impact on the retirement benefit liability as of year-end.
The average duration of the retirement benefit obligation is 27.79 years.

31. Related party disclosure

Group related parties

Name

Telelink Business Services EAD (Bulgaria)
Comutel DOO (Serbia)

Telelink Business Services DOO - Podgorica

(Montenegro)

Telelink DOO (Bosna and Herzegovina)
Telelink DOO (Slovenia)

Telelink Albania SH.P.K. (Albania)

Telelink Business Services DOOEL (Macedonia)

Telelink Business Services DOO (Croatia)
Telelink Business Services LLC (USA)
Telelink Business Services SRL (Romania)
Telelink Business Services GmbH (Germany)

Other related parties
Name

Telelink Bulgaria EAD (Bulgaria)

Telelink Infra Services EAD (Bulgaria)
Secnet AD (Bulgaria)

Telelink Services Romania SRL (Romania)
Telelink Infra Services SHPK (Albania)
Telelink MK DOOEL (North Macedonia)

Telelink MK DOOEL - branch Kosovo (Republic of

Kosovo)

Telelink UK Limited (United Kingdom)
Telelink GmbH (Germany)

Marifons Holdings Limited (Cyprus)
V-Investment Holdings B.V. (Netherlands)
V_investments Bulgaria EOOD (Bulgaria)

Subsidiary of
Subsidiary of
Subsidiary of

Subsidiary of
Subsidiary of
Subsidiary of
Subsidiary of
Subsidiary of
Subsidiary of
Subsidiary of
Subsidiary of

Nature of relationship

Telelink Business Services Group AD —100%
Telelink Business Services Group AD —100%
Telelink Business Services Group AD —100%

Telelink Business Services Group AD —100%
Telelink Business Services Group AD —100%
Telelink Business Services Group AD —100%
Telelink Business Services Group AD —100%
Telelink Business Services Group AD —100%
Telelink Business Services Group AD —100%
Telelink Business Services Group AD —100%
Telelink Business Services Group AD —100%

Nature of relationship

Under joint control
Under joint control
Under joint control
Under joint control
Under joint control
Under joint control

Under joint control
Under joint control
Under joint control
Under joint control
Under joint control
Under joint control
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31. Related party disclosure (continued)

Field on Track OOD (Bulgaria)

Develiot EOOD (Bulgaria)

TOTAI TV B.V. (The Netherlands)
V_Investments Cyprus Limited (Cyprus)
Modeshift Inc, (USA)

Field on Track LTD. (United Kingdom)
TOTALNA TELEVIZIJA DOO (Croatia)
Modeshift Europe EAD( Bulgaria)
Telelink Investments EOOD (Bulgaria)
Telelink City Group AD (Bulgaria)

EARLS Investment- und Verwaltungs GmbH (Austria)

Under joint control
Under joint control
Under joint control
Under joint control
Under joint control
Under joint control
Under joint control
Under joint control
Under joint control
Under joint control
Under joint control

Participation in joint arrangements
Name
Consorcium SysTel (Bulgaria)
Consortium ATP Services (Bulgaria)
Consortium Telesec (Bulgaria)
Consortium Telelink Info (Bulgaria)
Consortium Telelink Group (Bulgaria)
Consortium Telechnolink (Bulgaria)
Consortium Bulgarski porechiya

Nature of relationship

TeleLink Business Services EAD - 50%
TeleLink Business Services EAD

TeleLink Business Services EAD - 50%
TeleLink Business Services EAD - 78%
TeleLink Business Services EAD - 50%
TeleLink Business Services EAD - 59,10%
TeleLink Business Services EAD - 15%
TeleLink Business Services EAD - 63,50%
TeleLink Business Services EAD

TeleLink Business Services EAD - 50%
TeleLink Business Services EAD - 50%

Participation
Participation
Participation
Participation
Participation
Participation
Participation
Consortium TeleSystems

Consortium Smart City Systems (Bulgaria)
Consortium Digital Backpack (Bulgaria)

Participation
Participation
Participation
Consortium Te Le Es (Bulgaria) Participation
Set out below is the total amount of the transactions concluded with related parties throughout the
respective financial year, as well as the outstanding balances as at the end of each financial year:

Trade Sales to related parties Purchases from related parties
01.01.2022 - 01.01.2021 - 01.01.2022 - 01.01.2021 -

30.06.2022 30.06.2021 30.06.2022 30.06.2021

Name BGN'000 BGN'000 BGN'000 BGN'000
Other related parties (under common control) 396 166 992 777
396 166 992 777

Trade Receivables from related Payables to related parties

30.6.2022 31.12.2021 30.6.2022 30.6.2022

Name BGN'000 BGN'000 BGN'000 BGN'000
Other related parties (under common control) 893 774 335 146
893 774 335 146

Amounts due by related parties are included in trade and other receivables (Note 22). Amounts due to
related parties are included in trade and other payables (Note 28).
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31. Related party disclosure (continued)

Receivables and payables from and to related parties cannot be set-off. Outstanding balances of trade
receivables and trade payables at the year-end are unsecured, interest-free and settlement occurs in
cash.

As of 30 June 2022 and 31 December 2021, other payables to related parties at the amount of BGN
301 thousand represent unclaimed dividend.

Joint arrangements

The interests of Telelink Business Services EAD in joint arrangements are regulated by consortium
agreements. Telelink Business Services EAD and the other parties agree, based on mutual cooperation,
to combine their efforts in the form of consortium to implement certain projects where no party holds
control. The partners participate with assets, liabilities, income and expenses corresponding to their
share in the consortium. The consortiums generate no profit or loss.

Set out below are the interests of Telelink Business Services EAD — income, expenses, assets and
liabilities in the consortiums:
Income Statement

Sales to joint operations Purchases from joint operations

01 Jan 2022 - 01 Jan 2021 - 01 Jan 2022 - 01Jan 2021 -
30 June 2022 31 June 2021 30 June 2022 31 June 2021
Name BGN '000 BGN '000 BGN ‘000 BGN '000
Consortium ATP Services (Bulgaria) 117 198 - -
Consortium Telesec (Bulgaria) 131 2 - -
Consortium Telelink Group (Bulgaria) 1 385 - -
Consortium TelechnoLink (Bulgaria) 5 - - -
Consorcium SysTel (Bulgaria) 161 10,312 - -
Consortium TeleSystems (Bulgaria) 6 7 - -
Consortium Digital Backpack (Bulgaria) 9,609 - - -
Consortium Smart City Systems (Bulgaria) 28 - - -
Consortium TeleEs (Bulgaria) 15 12 - -
10,073 10,916 - -

Statement of Financial Position Trade receivables from Trade payables to
30.6.2022 31.12.2021 30.6.2022 31.12.2021
Name BGN '000 BGN '000 BGN '000 BGN ‘000
Consortium ATP Services (Bulgaria) 16 22 - -
Consortium Telesec (Bulgaria) - 312 - -
Consortium Telelink Group (Bulgaria) - 22 - -
16 356 - -
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32. Share capital and reserves

Telelink Business Services Group AD

30.06.2022 31.12.2021

Registered capital shares shares
Ordinary shares of BGN 1 each 12,500,000 12,500,000
12,500,000 12,500,000

Ordinary shares issued, fully paid-in shares shares
At 31 December, issued and fully paid-in 12,500,000 12,500,000

Telelink Business Services Group AD was established in July 2019 with a share capital of BGN 50
thousand. The share capital available as of 31 December 2020 amounting to BGN 12,500 thousand was
formed as a result of the Reorganization of Telelink Bulgaria EAD, whereby Telelink Bulgaria EAD
allocated the net assets attributable to the separated Business Services activity amounting to BGN
12,667 thousand and the latter amount was allocated to the formation of additional share capital
amounting to BGN 12,450 thousand and general reserves amounting to BGN 217 thousand.

Legal reserves

Legal reserves are formed from retained earnings in accordance with the statutory requirements and
can be used to offset future losses. Pursuant to article 246 of the Commercial Act, legal reserves should
be set aside until they reach one tenth or more of the company's registered capital. The sources of
funding these reserves may be at least one tenth of the net profit, share premiums upon share issuing,
and other sources provided for by the statutes of the Company or by resolution of the General Meeting
of Shareholders.

Legal reserves are formed from the retained earnings of Telelink Business Services Group AD (2022:
BGN 269 thousands, 2021: BGN 981 thousand and 2020: BGN 239 thousand), Telelink Business Services
EAD (BGN 100 thousand) and Telelink Business Services Macedonia (BGN 2 thousand).

The Group’s legal reserves as at 30 June 2022 were BGN 1,352 thousand (31 December 2021 : BGN
1,083 thousand).

Other reserves

Other reserves were formed after applying the predecessor method upon the acquisition of the
companies under common control, and represent the difference between the investment in acquirees
and the share capital of these entities.

The Group’s other reserves formed following the acquisition as at 30 June 2022 and 31 December 2021
were BGN (14,123) thousand.

In 2020 and 2021 the Group establishes one-off share-based payments incentive Procedure for
employees (the Procedure), long-term share-based payment incentive Programme for management
and key personnel (the Programme) and share-based payment incentive Scheme for members of the
Managing board (the Scheme). (Note 37)
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32. Share capital and reserves (continued)

The increase in Other reserves equals the expense at the amount of BGN 391 thousand in 2021 (2020:
BGN 211 thousand). (Note 37)

Other components of equity

On 21 December 2020, the Company implemented the Procedure, transferring 28,608 shares to 137
persons without limitations to further disposal. In accordance with the respective decisions of the
General Meeting of Shareholders (“GMS”) from 10 September 2020 and the MB from 27 November
2020, the program was implemented entirely on the basis of own shares bought back by the Company.
Share capital net

of shares bought

Number of shares back

2021 BGN '000

At the beginning of the reporting period (356) 40
Shares bought back on market - -
Share -based payments - -
Buy-back transaction costs -

At the end of the reporting period (356) 40

2022

At the beginning of the reporting period (356) 40

Shares bought back on market (3874) (51)
Share -based payments -
Buy-back transaction costs -

At the end of the reporting period (4 230) (11)

In total, 28,964 own shares were bought back in 2020 for the purposes of employee incentive plans.
After the implementation of the above-mentioned one-time share incentive program, as of 31
December 2020 and as of 31 December 2021, the Group held 356 shares in treasury stock. In the year
2021 the Group has not acquired own-shares. In the first half of 2022 3,874 shares were bought-back
in accordance with a resolution of the MB for the purchase of up to 42,000 shares from May 25 2022.

Translation reserves

Translation reserves are formed from the restatement of the subsidiaries’ operating results and
financial performance in the Group’s presentation currency.

The translation reserves as at 30 June 2022 were BGN (557) thousand (31 December 2021: BGN (558)
thousand).

33. Dividends distributed

Set out below are the dividends distributed by the Group companies to the parent company as at 30
June 2022 and 30 June 2021:
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33. Dividends distributed (continued)

01.01.2022 - 01.01.2021 -

30.06.2022 30.06.2021

Name BGN'000 BGN'000
Comutel DOO 1,408 391
Telelink Business Services DOOEL (North Macedonia) 196 -
Telelink DOO (Bosnia and Herzegovina) - 782
Telelink DOO (Slovenia) 1,369 841
Telelink Business Services EAD 10,366 11,442
13,339 13,456

As at 30 June 2022 the dividends from Comutel DOO, Telelink Business Services DOOEL (North
Macedonia), Telelink DOO (Bosnia and Herzegovina) and Telelink DOO (Slovenia) are not paid. The
dividend payables from Telelink Business Services EAD as of 30 June 2022 amounted at BGN 8,866
thousands after partial payment of BGN 1,500 thousands in June 2022. At 31 December 2021 all
dividends are fully paid.

34. Fair value measurement

The following table provides the fair value measurement hierarchy of the Group’s assets and liabilities.
If carrying amounts approximate fair values of financial assets and liabilities not measured at fair value,
no information on the fair values is shown.

Fair value measurement

Quoted
prices in Significant Significant
active observable unobservable
Date of markets inputs inputs
Year ended at 31 December 2021 valuation Total (Level 1) (Level 2) (Level 3)
BGN'000 BGN'000 BGN'000 BGN'000
Assets measured at fair value:
Investment properties:
Office properties 31.12.2021 409 - - 409
Total assets measured at fair value 409 - - 409

35. Commitments and contingencies

Litigations and claims: There are no significant litigation or claims against the Group.

Guarantees: Bank guarantees under contracts with clients and participation in tenders, issued by the
Group servicing banks at 30 June 2022, amounted to BGN 6,186 thousand (at 31 December 2021: BGN
7,375 thousand).

Capital commitments: The Group had no capital commitments as at 30 June 2022 and 31 December
2021.
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35. Commitments and contingencies (continued)

Commitments to the benefit of related parties

As of June 30 2022 and during the reporting period as a whole, Telelink Business Services Group AD
maintained its commitments as a guarantor, respectively pledgor under the following contracts signed
in 2019 as security to the obligations of TBS EAD (UIN 130545438) under an Agreement for the
undertaking of credit commitments under an overdraft credit line with Unicredit Bulbank AD from
October 10 2019, extended with an annex from May 31 2022 with a total amount of the limits subject
to utilization in cash of EUR 7 million and a total amount of all limits, including contingent bank credit
for the issuance of guarantees, of EUR 13 million and a utilization period until May 31 2023:

e a suretyship agreement with Unicredit Bulbank AD, securing all receivables of the bank from
Telelink Business Services EAD stemming from the above credit agreement and the annexes
thereto until their full repayment;

e ashare pledge agreement with Unicredit Bulbank AD over the Issuer’s 100% stake in the capital
of Telelink Business Services EAD, securing all receivables of the bank from Telelink Business
Services EAD stemming from the above credit agreement and annexes thereto until their full
repayment.

As of June 30 2022, Telelink Business Services Group AD also maintained:

e a corporate guarantee issued on July 01 2020 in favour of Citi Bank and Cisco Systems
International B.V. (the Netherlands), securing the possibility for Comutel (UIN 07554133) and
Telelink Slovenia (UIN 6596240000) to make high-volume equipment purchases under
contracts with Cisco Systems International B.V. on deferred payment terms, up to the amount
of USD 5,100 thousand,;

e a counter-guarantee issued on October 26 2020 in favour of Telelink Business Services
Macedonia (UIN 7385986) in the amount of EUR 22,000 with regard to a contract with
Operator Electrical Distribution Systems, North Macedonia, valid until November 10 2023;

e a corporate guarantee issued on December 10 2021 for the amount of EUR 145,435.43,
securing the obligations of Telelink Business Services Albania (UIN L91803017J) from a
purchase agreement with Veracomp D.0.0;

e acorporate guarantee issued on February 15 2022 for the amount of EUR 56,554.95, securing
the obligations of Telelink Business Services Croatia (UIN 081341811) from operating lease
agreements with Unicredit Leasing Croatia d.o.0.;

e acorporate guarantee issued on March 16 2022, securing the obligations of Telelink Slovenia
(UIN 6596240000) under Framework Credit Agreement Neo. 5074/2022 with Unicredit Banka
Slovenia d.d. for the amount of EUR 1,500,000;

e a corporate guarantee issued on June 28 2022, securing the obligations of Telelink Business
Services Croatia (UIN 081341811) under Framework Agreement for Bank Guarantees No.
0200126236 from 27.06.2022 with Zagrebacka Banka d.d. for the amount of HRK 1,500,000.

With regard to the annual renewal of a Loan agreement between Comutel and Raiffeisen Banka AD,
Serbia with a credit limit of USD 5,000 thousand, on January 21 2022, the suretyship agreement,
whereby Telelink Business Services EAD has guaranteed the due performance of the respective
obligations of Comutel, was extended until January 31 2023.
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36. Financial risk management objectives and policies

The Group’s principal financial liabilities comprise interest-bearing loans and borrowings, and trade
payables. The main purpose of these financial liabilities is to finance the Group’s operations. The
Group’s principal financial assets include trade receivables, loans granted, and cash and short-term
deposits that derive directly from its operations.

In 2022 and 2021, the Group neither owned nor traded in derivative financial instruments.

The Group is exposed primarily to interest rate risk, liquidity risk, currency risk, and credit risk. The
Group’s policies for managing each of these risks are summarised below.

Interest rate risk

The Group’s exposure to the risk of changes in market interest rates relates primarily to the Group’s
revolving credit lines for current financing of working capital and to a lesser extent, to finance lease
contracts bearing floating (variable) interest rates.

The Group is exposed to the risk of increase in market interest rates mainly in connection with the use
of overdraft limits and revolving credit lines in Bulgaria, Serbia and Slovenia based on the base interest
rate (BIR) of the Bulgarian National Bank, EURIBOR and USD LIBOR indexes and the reference interest
rate of a lending bank based on the variable yields on retail deposits in Bulgaria, as well as finance
leases in Bulgaria and Macedonia based on the periodically updated average deposit index (ADI) of the
financing bank and floating EURIBOR indexes. Due to the dynamic nature of overdraft and credit line
exposures, the predominantly low or negative levels of such indexes observed in recent years and the
low effective variability of BIR and EURIBOR determined by the application of fixed minimum total
interest rates by financing banks, the Group considers interest rate risk as relatively insignificant and
has no current hedging practices. Consequently, a potential sharp rise in market indexes could have a
negative impact on its results

Currency risk

The Group trades in different markets and in local currencies that are different from its functional
currency, as well as in third-party currencies, including mostly purchases in US dollars. Consequently,
it faces transaction and translation exchange rate risks. The Group’s exposure to changes in exchange
rates of local currencies is substantially limited owing to the fixed EUR/BGN and EUR / BAM exchange
rate maintained under the currency board systems operating in Bulgaria and Bosnia and Herzegovina,
as well as by the adoption of the Euro as a National currency of Montenegro. Therefore, the total sales
and profits generated in jurisdictions using or pegged to the Euro or BGN have the largest share in the
consolidated results. The Group is exposed to translation currency risk in Serbia, Croatia, Albania and
North Macedonia relative to the floating exchange rates of the local currencies.

A significant part of revenue and cost of sales, including locally sourced goods and services, employee
benefits and other fixed costs, are denominated in the local currencies of the operational subsidiaries.
Third-party currency risk relative to other trading is limited by existing contractual arrangements for
the exchange rate indexation of receivables in Serbia, Albania and North Macedonia.

The main source of transaction-driven currency risk is the purchase of equipment from global
technological partners denominated in US dollars and financed with credit limits in the same currency.
Despite the presence of mechanisms of currency indexation in some contracts and the practice of
voluntary forward hedging of larger purchases at the discretion of respective Group companies, such
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36. Financial risk management objectives and policies (continued)

Currency risk (continued)

transactions continue to generate net results (including losses) from foreign currency operations
Group subsidiaries

Outstanding risks from foreign currency trading are mitigated by Group companies by matching the
timing and currencies of its trade receivables and payables, to the extent possible, as well as by
occasional forward purchases of US Dollars for the payment of uncovered payables.

Credit risk

The Group trades generally with recognised, creditworthy third parties, such as, leading telecoms,
public institutions and multinational companies, and long-lasting partners with proven credit history.
The receivable balances and maturities are monitored on an ongoing basis. Therefore, the Group’s
credit risk exposure is very limited.

The credit risk that arises from other financial assets of the Group, such as cash and other financial
assets, is related to the Group’s credit exposure to default risks on the part of its counterparties.

The maximum credit exposure of the Group related to the recognised financial assets equals their
carrying amount as stated in the balance sheet as of 30 June 2022 and 31 December 2021.
Liquidity risk

Liquidity risk is managed through the planning of cash flows and ensuring sufficient cash, as also by
agreeing credit limits and financial support with renown local banks and strategically engaged
partners.

The following table summarises the maturity profile of the Group’s financial liabilities at the end of the
period based on contractual discounted payments.

30 June 2022 On <3 months 3-12 months 1-5 >5 Total
demand years years
BGN'000 BGN'000 BGN'000 BGN'000 BGN'000 BGN'000
Interest-bearing loans and borrowings - - 274 - - 274
Lease liabilities 3 312 1,058 984 - 2,357
Trade and other payables 527 23,973 4,558 15 - 29,073
31 December 2021 On <3 months 3-12 months 1-5 >5 Total
demand years years
BGN'000 BGN'000 BGN'000 BGN'000 BGN'000 BGN'000
Interest-bearing loans and borrowings - - 1,725 - - 1,725
Lease liabilities - 302 1,152 1,479 - 2,933
Trade and other payables 565 23,079 2,789 - - 26,433
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36. Financial risk management objectives and policies (continued)

Capital management

The main objective of capital management of the Group is to ensure that it maintains a strong credit
rating and healthy capital ratios in order to support its business and maximise shareholder value..

The Group manages its capital structure and adjusts it, where necessary, depending on the changes in
the economic environment. To maintain or adjust the capital structure, the Group may adjust the
dividend payment to shareholders, return capital to shareholders or issue new shares. No changes
were made in the objectives, policies or processes during the years ended 30 June 2022 and 31
December 2021.

The Group monitors capital using a gearing ratio, which is net debt divided by total capital plus net
debt. The Group includes within net debt, interest bearing loans and borrowings, trade and other
payables, less cash and cash equivalents, excluding discontinued operations.

30.6.2022 31.12.2021

BGN'000 BGN'000
Interest bearing loans and borrowings 274 1,725
Lease liabilities 2,357 2,933
Trade and other payables 30,398 28,455
Contract liabilities 21,751 19,312
Less cash and short term deposits (11,315) (12,815)
Net debt 43,465 39,610
Equity 22,388 17,585
Less other reserves 13,467 13,467
Adjusted Equity 35,855 31,052
Capital and net debt 79,320 70,662
Gearing ratio 55% 56%

37. Share-based payments

In 2020 the Group established one-off share-based payment incentive Procedure for employees (the
Procedure). Under the Procedure employees with at least 24 months length of service in the Group
and its preceding companies are eligible to receive one-off supplementary remuneration (bonus) in
the form of shares without restrictions for subsequent disposal. The implementation of the Procedure
took place on 21 December 2020. Telelink Business Services Group AD has transferred to employees
of the Group 28 608 shares with nominal value of BGN 1 each and price at the day of the transfer of
BGN 12 per share. The Group has measured the fair value of the services received by reference to the
fair value of the shares transferred which is equal to the closing price of the Bulgarian Stock Exchange
on the date of the grant. The Group accounts for the Procedure as an equity-settled share-based
payments plan. The Procedure is implemented entirely at the expense of the shares bought back by
the Company. The total expense of the shares transferred under the Procedure is at the amount of
BGN 343 thousand.
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37. Share-based payments (continued)

In 2020 the Group established long-term share-based payment incentive Programme for management
and key personnel (the Programme). Under the Programme eligible employee is any employee who
works at managerial position or is a key employee, nominated by resolution of the Managing Board,
who has at least 365 days length of service at the Group. The supplementary remuneration under the
Programme is conditional on the Group’s performance for a period of three years 2020-2022 and
personal performance of each employee with regard to financial and non-financial results. The final
number of shares to be transferred is measured by reference to the Group's performance for a period
of three years.

In 2020 the Group establishes share-based payment incentive Scheme for members of the Managing
board (the Scheme). Granting conditions and final number of shares to be transferred are subject to
the continuing employment of the members of the Managing board and the Group's performance for
the three-year period 2020-2022.

According to the Programme and the Scheme shares will be transferred to employees in the year
following the three-year period 2020-2022. The Group has estimated the fair value of the services
received by reference to the fair value of the shares granted, but not yet vested, using the closing price
of the Bulgarian Stock Exchange at 31 December 2020 adjusted with the present value of future
dividend. The Group accounts for the Programme and the Scheme as an equity-settled share-based
payments plans. The expense accrued according to the Programme and the Scheme in 2021 is BGN
219 thousand (2020: BGN 211 thousand).

In 2021 the Group establishes new identical share-based payment incentive Programme for
management and key personnel and Scheme for members of the Managing board related to
continuing employment and Group performance for new three-year period 2021-2023. Shares are
transferred to the participants in the year following the three-year period 2021-2023. The Group has
estimated the fair value of the services received by reference to the fair value of the shares granted,
but not yet vested, using the closing price of the Bulgarian Stock Exchange at 24 September 2021
adjusted with the present value of future dividend. The expense accrued according to the Programme
and the Scheme related to the new three-year period in 2021 is BGN 171 thousand.

The Group accounts for all plans as equity-settled share-based payments.

38. Events after the date of the consolidated financial statements

On August 17 2022, the Issuer posted an invitation and materials for an Extraordinary General Meeting
of Shareholders (EGMS) to be held on September 21 2022 from 10.00 am in Sofia-1766, 6 Panorama
Sofia Str., Richhill Business Center, with the following agenda:

1. Adoption of the 6-months financial statements for the first half of 2022;

2. Resolution as per art. 41 para. 2 of the Company’s Articles of Association upon the distribution
of profit and payment of 6-month dividend on the basis of the adopted 6-months financial
statements;

3. Election of a registered auditor to perform an independent financial audit for 2022;

4. Extension of the term of office of the current members of the Company’s Supervisory Board;

5. Determination of the remuneration and the amount of the management guarantee for the
members of the Supervisory Board;
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38. Events after the date of the consolidated financial statements (continued)

6. Resolution to provide the members of the Managing Board with remuneration based on shares
of the Company for 2022 and approval of a schedule for providing remuneration based on
shares of the Company to the members of the Managing Board for 2022.

Except as described above, the Group’s management declares that from the end of the reporting
period to the date of approval of these financial statements no significant and / or materials events
have occurred that have an impact on the results or affect the Group’s operations, the non-disclosure
of which would have an effect on the true and fair presentation of the financial statements.
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