Evian Agency EOOD

T ranslation Agency

1 Damyan Gruev Ste. Floor 4
1606, Sopia, Bulgaria

tel.: + 359 2 427 04 55

e-mail: officef@evian-agency.com

Azernua Ebuan EOOD
Azenyus sanpeBodu

ya. Dauan TpyeB 1.em. 4
Copus, 1606, Boazapusa

mea.: 02/ 427 04 55

e-mail: office(@evian-agency.com

Translation from Bulgarian

ACCESS FINANCE LTD
ANNUAL FINANCIAL STATEMENTS

For the year ended 31 December 2019




ACCESS FINANCE LTD
Table of Contents
31 DECEMBER 2019

Contents of the Financial Statements

Annual Report on the Activities
Auditor's Report

Statement of Financial Position
Statement of Comprehensive Income
Statement of Changes in Equity

Cash Flow Statement

Notes to the Financial Statements

Page

6
7
8
9

10-35




ACCESS FINANCE LTD
REPORT ON THE ACTIVITIES
31 DECEMBER 2019

Management presents its Annual Financial Statements as at 31 December 2019 prepared in
accordance with International Financial Reporting Standards (IFRSs).These AFSs are certified by
Moore Bulgaria Audit OOD.

CORPORATE INFORMATION

ACCESS FINANCE Ltd. (the “Company”) is a Limited Liability Company established on 7 November
2013 and operating in Bulgaria as a non-banking financial institution. The seat and registered
office of the Company are located at Ivan Vazov Residential District, 1 Balsha Street, Block 9, 2™
Floor, Sofia, Bulgaria. The Company is represented and managed by the manager Tsvetan Petkov
Krastev.

Access Finance Ltd. is a non-banking financial institution with a focus on microlending and
granting credits through credit cards using the White Card trademark. The Company grants small
unsecured loans to low- and middle-income customers. The Company has a subsidiary registered
in Romania and has no branches.

As of 31 December 2019, the total number of staff amounts to 203 employees (31 December
2018: 177 employees).

As of 31 December 2019, the capital of the Company amounts to BGN 1,250,000.00 divided into
1,250,000.00 shares of BGN 1.00 each as follows:

Partner Number of Amount of Totg! amount % of the capital
shares share in BGN in BGN
Management Financial Group JSco 962 500 1.00 962 500 77%
Tsvetan Petkov Krastev 125 000 1.00 125 000 10%
Svetoslav Georgiev Radovenski 62 500 1.00 62 500 5%
Ivan Paskalev Arnaudov 50000 1.00 50 000 4%
Apostol Ustiyanov Mushmov 25000 1.00 25000 2%
Antoniya Vasileva Sabeva 25000 1.00 25000 2%
Total capital 1250 000 1.00 1250000 100%

Each share gives the right to one vote at the General Meeting of Partners, the right to dividend
and liquidation quota. The right to dividend and liquidation quota is determined in proportion to
the nominal value of the shares. In 2019, the Company did not acquire or transfer own shares
and as at 31 December 2019 and 31 December 2018, the Company had no own shares.

OVERVIEW

In 2019, Access Finance Ltd. managed to establish its market positions against the background of
increasing competition in the sector and achieved good results. As of 31 December 2019, the
Company provided financing for 124,635 active credit cards (99,195 as of 31 December 2018)
with an average amount of utilized funds of BGN 253 (BGN 244 as of 31 December 2018). The
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the net profit increased by 56% due to the good management of the expenditure structure.

Access Finance Ltd. operates in a highly developed and competitive financial services market,
which is why it is affected by price risk. Some of the Company’s competitors are banking and
financial institutions, which have access to cheap financial resources, providing them with an
advantage in pricing of competing products.

Access Finance Ltd. manages the risk of default by customers of the amounts due on loans and
interest due through developed internal rules for management of credit activities. The rules
regulate the requirements for granting loans, classification of risk exposures and formation of
provisions for impairment losses.

In order to manage credit risk, the Company has developed strict procedures for analysis and
evaluation of potential borrowers, including scoring procedures and detailed verification of the
provided data. Access Finance has in place an effective system for monitoring payments, as well
as active measures for collection of receivables. Management closely monitors its exposure to
this risk at each stage of the loan.

In terms of liquidity, Access Finance Ltd. maintains liquid assets (including cash on hand and cash
in current accounts) at all times, sufficient to meet the demand for loans and cover current
payments.

The Company does not perform activities in the field of research and development.
Detailed overview of the financial results of the Company on pages 6 - 30.
Markets

Access Finance Ltd. successfully operates on the domestic market in Bulgaria by providing
unsecured credits through White Card credit card. The main users of the financial product are
individuals for whom quick and easy access to finance is important.

Significant events after the end of the reporting period

There is a significant non-adjusting event related to the spread of the coronavirus pandemic
(COVID-19) in Bulgaria. The disruption of normal economic activities in Bulgaria as a result of
COVID-19 may adversely affect the Company’s operations. Due to the unpredictable dynamics of
COVID-189, it is practically impossible at this stage to make a reliable assessment and measure the
potential effect of the pandemic on the Company.

For the period after the balance sheet date until the date of preparation of the separate annual
financial statements, the Company has not identified other significant or adjusting events that are
related to its activities in 2019 and which should be separately disclosed or require changes in the
separate financial statements as at 31 December 2019.

Company’s expected development and prospects

In 2020, the Company will focus on customer satisfaction in the process of servicing and using the

Company’s products. One of the main highlights of the Company’s activities this year will be loyal

customers and new credit products, initiatives and programs for their benefit are planned

Company. \9(\ "99”0}
/G
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The objectives of Access Finance Ltd. include increasing activities of sales team through active
systems of marketing and development of promotional schemes of the financial services offered.
The future development of Access Finance Ltd. is related to business expansion by attracting new
customers and establishing its leading position in the market.

Responsibilities of the management

The management of Access Finance Ltd. has prepared the Financial Statements for 2019, which
give a true and fair view of the state of the Company’s affairs at the end of the year and its
accounting results. The Financial Statements have been prepared in accordance with
International Financial Reporting Standards (IFRSs).

Management confirms that it has consistently applied adequate accounting policies and that the
principle of prudence in assessing assets, liabilities, income and expenses is complied with when

preparing the Financial Statements as at 31 December 20189.

Management also confirms that it has adhered to the applicable accounting standards, and the
Financial Statements have been prepared on the going concern basis.

Management is responsible for the proper keeping of accounting records, proper management of
assets and for taking the necessary measures to avoid and detect possible misuse and other
irregularities.

Tsvetan Krastev Round seal of Access Finance Ltd. Prepared by:

Manager [illegible signature] Ivaylo Stoynov

Date: 25 April 2020 [illegible signature]
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Moore Bulgaria Audit 0OD
10 Lege Str., fl. 6

1000 Sofia

Bulgaria

Telephone +359 2 987 53 80

INDEPENDENT AUDITOR’S REPORT
TO THE PARTNERS OF
ACCESS FINANCE LTD

Report on the audit of the financial statements

Opinion

We have audited the accompanying financial statements of ACCESS FINANCE LTD (“the Company”),
which comprise the statement of financial position as at 31 December 2019, statement of
comprehensive income, statement of changes in equity and statement of cash flows for the year
ended on that date, as well as accompanying notes to the financial statements, which also contain
the summarized disclosure of significant accounting policies presented from page 6 to page 35.

In our opinion, the enclosed financial statements give a true and fair view of the financial position of
the Company as at 31 December 2019, and of its financial position and cash flows for the period
ending on that date, in accordance with International Financial Reporting Standards as adopted by
the European Union (EU).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described below in ‘Auditor’s responsibilities for
the audit of the financial statements” section of our report. We are independent of the Company in
accordance with the Code of Ethics for Professional Accountants of the International Ethics Standards
Board for Accountants (IESBA Code), together with the ethical requirements under the Independent
Financial Audit Act (IFAA) that are relevant to our audit of the financial statements in the Republic of
Bulgaria, and we have fulfilled our other ethical responsibilities under the requirements of the IFAA
and the IESBA Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Emphasis of matter

We draw attention to Note 22 ‘Events after the balance sheet date’ to the financial statements,
which discloses a material non-adjusting event related to the spread of the coronavirus pandemic
(COVID-19). The disruption of normal economic activities in Bulgaria as a result of COVID-19 may
adversely affect the Company’s operations. Due to the unpredictable dynamics of COVID-19, it is
practically impossible at this stage to make a reliable assessment and measurement of the potential
effect of the pandemic. Our opinion is not modified in respect of this matter.

Information other than the financial statements and the auditor's report thereon




Management is responsible for the other information. The other information comprises a report on
the activities prepared by Management in accordance with Chapter 7 of the Accountancy Act, but
does not include the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon, unless expressly stated in our report and to the extent
that it is stated.

In connection with our audit of the annual financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially inconsistent
with the annual financial statements or our knowledge obtained in the audit, or otherwise appears
to be materially misstated. If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

Additional issues subject to reporting based on the Accountancy Act

In addition to our responsibilities and reporting under the ISAs, in respect of the report on the
activities, we have also fulfilled procedures added to those required by the ISAs, in accordance with
the Guidelines of the professional organization of certified public accountants and registered
auditors in Bulgaria - Institute of Certified Public Accountants (ICPA) issued on 29 November 2016
and approved by its Management Board on 29 November 2016. Those procedures relate to
verifications of the form and content of such other information in order to assist us in forming an
opinion as to whether the other information includes the disclosures provided for in Chapter Seven
of the Accountancy Act applicable in Bulgaria.

Opinion in connection with Article 37, §6 of the Accountancy Act

Based on the procedures performed, our opinion is that:

a) The information included in the report presented from pages 3 to 5 on the activities for the
financial year for which the financial statements have been prepared is consistent with these
financial statements.

b) The report on the activities has been prepared in compliance with the requirements of Chapter
Seven of the Accountancy Act.

Management's responsibilities for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards as adopted by the EU and for such
internal controls as management determines are necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters relating to going concern and
using the going concern basis of accounting based on assumption for going concern basis, unless
Management either intends to liquidate the Company or to cease its operation, or has no realistic
alternatives but to do so.

Auditor’s responsibilities for the audit of the financial statements




an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but
there is no guarantee that an audit conducted in accordance with ISAs will always detect a significant
misstatement, where such exists. Misstatements may arise from a fraud or error and are considered
to be material if, individually or in the aggregate, they could reasonably be expected to have an
impact on the economic decisions of users made on the basis of these financial statements.

As part of the audit in accordance with ISAs, we use professional judgment and maintain professional
skepticism throughout the audit. We also:

. identify and assess the risks of material misstatement in the financial statements, whether
due to fraud or error, design and perform audit procedures in response to those risks and
obtain audit evidence that is sufficient and appropriate to provide a basis (base) for our
opinion. The risk of not detecting a material misstatement resulting from a fraud is higher
than the risk of material misstatement resulting from an error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, as well as neglecting or
overriding internal controls;

. obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company's internal controls;

. evaluate the appropriateness of the accounting policies used and the reasonableness of the
accounting estimates and related disclosures made by Management;

. conclude on the appropriateness of management's use of the going concern basis of
accounting and, on the basis of the audit evidence obtained, whether there is material
uncertainty related to events or conditions that may cast significant doubts on the
Company's ability to continue as a going concern. If we come to the conclusion that material
uncertainty exists, we are required to draw attention in our auditor’s report to the related
disclosures in the financial statements relating to that uncertainty or, in the event that those
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. Future events or conditions may,
however, cause the Company to cease to continue as a going concern;

. evaluate the overall performance, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance, among other matters, the planned scope and
timing of the audit, and the material audit findings, including significant internal control deficiencies
that we identify during our audit.

The partner responsible for the audit engagement that led to this Independent Auditor's Report is
Ivan Simov.

Registered Auditor MOORE BULGARIA AUDIT OOD
Signature (illegible) Signature (illegible)
Ivan Simov Stefan Nenov

Managing Partner, Registered Auditor

10 September 2020
Sofia, Bulgaria Oval seal of Moore Bulgaria Audit OOD
Firm of Auditors, Sofia Reg. No 131




ACCESS FINANCE LTD
STATEMENT OF FINANCIAL POSITION
31 DECEMBER 2019

(All amounts are presented in BGN’000)

31 December

2019 2018
ASSETS Note
Cash 12 1,005 1,378
Receivables on trade loans 13 27,185 20,937
Trade receivables and other assets 14 11,401 7,779
Tangible fixed assets 15.1 822 74
Intangible fixed assets 15.2 12 59
Investments in subsidiaries 10 1,102 4,186
Deferred tax assets 7.1 17 14
Total assets 41,544 34,427
EQUITY
Owners’ equity and reserves
Fixed capital 18 1,250 1,250
Retained profit 18 21,518 15,324
TOTAL EQUITY 22,768 16,574
LIABILITIES
Current liabilities
Liabilities on loans 11 16,473 16,808
Trade and other payables 17 1758 496
Payables to staff and social security institutions 16 514 401
Tax payables 31 148
Total current liabilities 18,776 17,853
Total liabilities 18,776 17,853
Total equity and liabilities 41,544 34,427

The financial statements from page 6 to page 35 were approved on 25 April 2020.

Manager Prepared by:
Tsvetan Krastev Ilvaylo Stoynov
[illegible signature] Round seal of Access Finance Ltd [illegible signature]

Certified according to an auditor’s report by:  Oval seal of Moore Bulgaria Audit 00D
Firm of Auditors, Sofia Reg. No 131

Ivan Simov
Registered Auditor
10 September 2020

The accompanying notes on pages 10 to 35 shall form an integral part of these financial statements.



ACCESS FINANCE LTD
STATEMENT OF COMPREHENSIVE INCOME
31 DECEMBER 2019

(All amounts are presented in BGN’000)

31 December

2019 2018
Note

Revenue from interest and penalties for
non-performance of contractual obligations 3 29,776 25,970
Interest expense 9 (1,193) (1,160)
Net interest income 28,583 24,810
Other financial income/expenses, net 8 401 (62)
Expenses on impairment of financial assets 13 (10,573) (9,588)
Net interest income after impairment 18,411 15,160
Other revenue (net) 38 139
Expenses on materials 4 (623) (556)
Expenses on hired services 5 (6,236) (6,730)
Depreciation and amortization costs 15 (465) (102)
Personnel costs 6 (3,708) (3,135)
Other expenses (86) (98)
Profit/(loss) before tax 7,331 4,678
Tax expense 7 (737) (471)
Net profit/(loss) for the period 6,594 (4,207)
Total comprehensive income for the period 6,594 (4,207)

The financial statements from page 6 to page 35 were approved on 25 April 2020.

Manager Prepared by:
Tsvetan Krastev Ivaylo Stoynov
[illegible signature] Round seal of Access Finance Ltd [illegible signature]

Certified according to an auditor’s report by:  Oval seal of Moore Bulgaria Audit 00D
Firm of Auditors, Sofia Reg. No 131

lvan Simov
Registered Auditor
10 September 2020

The accompanying notes on pages 10 to 35 shall form an integral part of these financial statements.



ACCESS FINANCE LTD
STATEMENT OF CHANGES IN EQUITY
31 DECEMBER 2018

(All amounts are presented in BGN’000)

Fixed Retained ET Ot.‘:l
capital profit/loss can S
Balance as at 1 January 2018 1,250 11,417 12,667
Profit for the year - 4,207 4,207
Profit distribution - (300) (300)
Balance as at 31 December 2018 1,250 15,324 16,574
Balance as at 1 January 2019 1,250 15,324 16,574
Profit for the year = 6,594 6,594
Profit distribution - (400) (400)
Balance as at 31 December 2019 1,250 21,518 22,768

The financial statements from page 6 to page 35 were approved on 25 April 2020.

Manager Prepared by:
Tsvetan Krastev Ivaylo Stoynov
[illegible signature] Round seal of Access Finance Ltd [illegible signature]

Certified according to an auditor’s report by:  Oval seal of Moore Bulgaria Audit 00D
Firm of Auditors, Sofia Reg. No 131

Ivan Simov
Registered Auditor
10 September 2020

The accompanying notes on pages 10 to 35 shall form an integral part of these financial statements.



ACCESS FINANCE LTD
STATEMENT OF CASH FLOWS
31 DECEMBER 2019

(All amounts are presented in BGN’000)

31 December

2019 2018
Cash flows from operating activities
Credits repaid by customers, incl. interest repayments 147,218 110,888
Cash receipts from trade and other relationships 1,868 1,143
Credits provided to customers (132,101) (95,811)
Payments for assignment of receivables . (938)
Payments to suppliers (7,090) (7,328)
Payments related to staff (3,561) (3,043)
Tax payments (1,107) (1,081)
Other cash flows (1,108) (1,577)
Net cash flows from operating activities 4,119 (2,253)
Acquisition of fixed assets (98) (83)
Investment in subsidiaries (6) -
Loans granted (2,150) (3,129)
Net cash flows from investing activities (2,254) (3,212)
Loans received - 4,100
Loans repaid (1,500) (2,400)
Dividend paid (396) (297)
Principal payments of finance lease obligations (289) -
Other (53) (71)
Net cash flows from financing activities (2,238) (1,332)

(373) 373
Cash at the beginning of the year 1,378 1,005
Cash at the end of the year 1,005 1,378

The financial statements from page 6 to page 35 were approved on 25 April 2020.

Manager Prepared by:
Tsvetan Krastev Ivaylo Stoynov
[illegible signature] Round seal of Access Finance Ltd [illegible signature]

Certified according to an auditor’s report by:  Oval seal of Moore Bulgaria Audit 00D
Firm of Auditors, Sofia Reg. No 131

Ivan Simov
Registered Auditor

10 September 2020

The accompanying notes on pages 10 to 35 shall form an integral part of these financial statements.



ACCESS FINANCE LTD
NOTES TO THE ANNUAL FINANCIAL STATEMENTS
31 DECEMBER 2019

Notes to the financial statements
1. Business overview
COMPANY INFORMATION

ACCESS FINANCE Ltd. (the “Company”) is a Limited Liability Company established on 7 November
2013 and operating in Bulgaria. The seat and registered office of the Company are located at Ivan
Vazov Residential District, 1 Balsha Street, Block 9, 2" Floor, Sofia, Bulgaria. The Company is
represented and managed by the manager Tsvetan Petkov Krastev.

As of 31 December 2019, the capital of the Company amounts to BGN 1,250,000.00 divided into
1,250,000.00 shares of BGN 1.00 each as follows:

- Management Financial Group JSco - 962,500 shares of BGN 1.00 each - BGN 962,500.00
- Tsvetan Petkov Krastev - 125,000 shares of BGN 1.00 each - BGN 125,000.00
- Svetoslav Georgiev Radovenski - 62,500 shares of BGN 1.00 each - BGN 62,500.00
- Apostol Ustiyanov Mushmov - 25,000 shares of BGN 1.00 each - BGN 25,000.00
- Antoniya Vasileva Sabeva - 25,000 shares of BGN 1.00 each - BGN 25,000.00
- lvan Paskalev Arnaudov - 50,000 shares of BGN 1.00 each - BGN 50,000.00

As of 31 December 2018, the capital of the Company is distributed as follows:

- Management Financial Group JSco - 975,000 shares of BGN 1.00 each - BGN 975,000.00
- Tsvetan Petkov Krastev - 125,000 shares of BGN 1.00 each - BGN 125,000.00
- Svetoslav Georgiev Radovenski - 62,500 shares of BGN 1.00 each - BGN 62,500.00
- Apostol Ustiyanov Mushmov - 25,000 shares of BGN 1.00 each - BGN 25,000.00
- Antoniya Vasileva Sabeva - 25,000 shares of BGN 1.00 each - BGN 25,000.00
- Ivan Paskalev Arnaudov - 37,500 shares of BGN 1.00 each - BGN 37,500.00

The number of issued ordinary shares is 1,250,000, each with a nominal value of BGN 1.00,
amounting to a total amount of the share capital of BGN 1,250 thousand as of 31 December 2019.
Each share gives the right to one vote at the General Meeting of Partners, the right to dividend and
liquidation quota. The right to dividend and liquidation quota is determined in proportion to the
nominal value of the shares. As of 31 December 2019 and 31 December 2018, the Company does not
own any shares.

Access Finance Ltd. is a non-banking financial institution with a focus on microlending and credit card
lending using the White Card trademark. The Company grants small unsecured loans to low-and
middle-income customers.

As of 31 December 2019, the total number of staff amounts to 203 employees (31 December 2018:
177 employees).

As a parent Company, Access Finance Ltd. must prepare annual consolidated financia

i
""-'En\\

statements. Since Access Finance Ltd. is an intermediate parent, the Company will not pr,
annual consolidated financial statements. The annual results of the Company’s activities and

The accompanying notes on pages 10 to 35 shall form an integral part of these financial sta
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its subsidiary will be consolidated in Management Financial Group JSco, a Company that is the
ultimate parent.

2. Accounting policy

The accounting policy applied in the preparation of the financial statements is described below.
The policy has been consistently applied to all presented years, unless otherwise stated.

2.1 Basis of preparation of financial statements

These financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRSs) adopted by the European Union (IFRSs adopted by the EU) and IFRIC
Interpretations. These financial statements have been prepared on a historical cost basis, except for
the cases of revaluation of land and buildings, available-for-sale financial assets and financial assets
and liabilities (including derivative instruments) carried at fair value through profit or loss.

The preparation of financial statements in accordance with IFRSs requires the use of accounting
estimates. When applying the entity's accounting policies, the Management has relied on its own
judgment. The items of the financial statements, the presentation of which includes a higher degree
of discretion or subjectivity, as well as those items for which the assumptions and estimates have a
significant impact on the financial statements as a whole, are separately disclosed in Note 2.14.

2.1.1. Going concern principle

The Management has reasonable expectations that the Company has adequate resources to
continue its operational existence in the foreseeable future. Therefore, the Company continues to
adopt the going concern basis of accounting in preparing its separate financial statements.

2.1.2. Changes in accounting policies and disclosures
New and amended standards adopted by the Company

The Company applies, for the first time, the following standards and amendments to its annual
reporting period beginning on 1 January 2019:

IFRS 16 Leases

Interpretation 23 Uncertainty over Income Tax Treatments

Prepayment Features with Negative Compensation - Amendments to IFRS 9
Long-term interests in Associates and Joint Ventures - Amendments to IAS 28
Annual improvements to IFRS for the period 2015-2017

Plan Amendment, Curtailment or Settlement - Amendments to IAS 19

New standards and amendments applicable from 1 January 2019

The following standards and interpretations apply for the first time to financial reporting periods
beginning on or after 1 January 2019:

IFRS 16 Leases

IFRS 16 primarily affects the accounting by lessees and results in the recognition of almos
on the balance sheet. The standard removes the current distinction between operating
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leases and requires recognition of an asset (the right to use the leased item) and a financial liability
to pay rentals for virtually all lease contracts. An optional exemption exists for short-term and
low-value leases. Upon transition to IFRS 16, the Company has applied the modified retrospective
approach in accordance with the Standard, whereby the right-of-use asset is recognised on the date
of initial application (1 January 2019) in an amount equal to the lease obligation, using the current
interest rate laid down in the lease contract. Comparative information on the previous period has
not been restated.

The statement of comprehensive income is also affected because the total expense is typically higher
in the earlier years of a lease and lower in later years. Additionally, operating expense are replaced
with interest and depreciation, so key metrics like EBITDA will change.

Operating cash flows are higher because cash payments for the principal portion of the lease liability
are classified within financing activities. Only the part of the payments that reflects interest can
continue to be presented as operating cash flows.

The accounting by lessors will not significantly change. Some differences may arise as a result of the
new guidance on the definition of a lease. Under IFRS 16, a contract is, or contains, a lease, if the
contract conveys the right to control the use of an identified asset for a period of time in exchange
for consideration.

Effective date 1 January 2019. Early adoption is permitted only if IFRS 15 is adopted at the same
time.

Interpretation 23 Uncertainty over Income Tax Treatments

The interpretation discloses how to recognise and measure deferred and current tax assets and
liabilities when there is uncertainty over a tax treatment. In particular:

How to determine the appropriate current account and each uncertain tax treatment should be
considered separately or together as a group, depending on which approach better predicts the
resolution of the uncertainty.

An entity has to assume that the taxation authority will examine the uncertain tax interpretations
and will have the necessary information.

An entity is required to reflect the effect of uncertainty in its accounting on income tax where it is
unlikely that taxation authorities will accept the treatment.

The impact of uncertainty should be assessed using either the most probable amount or the
expected value method, depending on which method better predicts the resolution of the
uncertainty, and that judgments and estimates made should be re-evaluated whenever
circumstances have changed or there is new information that affects the judgments.

Although there are no new disclosure requirements, entities are reminded of the general
requirement to provide information on judgments and estimates made in preparing the financial
statements.

Effective date 1 January 2019

Prepayment Features with Negative Compensation - Amendments to IFRS 9

The narrow-scope amendments made to IFRS 9 Financial Instruments in October 2017 enable

entities to measure certain pre-payable financial assets with negative compensation at aml::f);;ti.t;_c_a;;i._~
cost. These assets, which include some loan and debt securities, would otherwise h &t‘_bﬂa,,
measured at fair value through profit or loss. N

The accompanying notes on pages 10 to 35 shall form an integral part of these financial
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To qualify for amortised cost measurement, the negative compensation must be “reasonable
compensation for early termination of the contract” and the asset must be held within a “held to
collect” business model.

Effective date 1 January 2019
Long-term interests in associates and joint ventures - Amendments to IAS 28

The amendments clarify the accounting for long-term interests in an associate or joint venture,
which in substance form a part of the net investment in the associate or joint venture, but to which
equity accounting is not applied. Entities must account for such interests under IFRS 9 Financial
Instruments before applying the loss allocation and impairment requirements in IAS 28 Investments
in Associates and Joint Ventures.

Effective date 1 January 2019
Annual Improvements to IFRS Standards 2015-2017 Cycle

The following improvements were finalised in December 2017:

IFRS 3 Business Combinations - clarified that obtaining control of a business that is a joint operation
is a business combination achieved in stages.

IFRS 11 Joint Arrangements - clarified that the party obtaining joint control of a business that is a
joint operation should not re-measure its previously held interest in the joint operation.

IAS 12 Disclosure of Interest in Other Entities - it is clarified that the income tax consequences of
dividends on financial instruments classified as equity should be recognised according to where the
past transactions or events that generated distributable profits were recognised.

IAS 23 Borrowing Costs - clarified if a specific borrowing remains outstanding after the related
qualifying asset is ready for its intended use or sale, it becomes part of general borrowings.

Effective date 1 January 2019
Plan Amendment, Curtailment or Settlement - Amendments to IAS 19

The amendments to IAS 19 Employee Benefits clarify the accounting for plan amendment,
curtailment or settlement. They confirm that entities must:

calculate the current service cost and net interest for the remainder of the reporting period after a
plan amendment, curtailment or settlement by using the updated assumptions from the date of the
change;

recognize any reduction in a surplus immediately in profit or loss, either as part of past service cost
or as a gain or loss on settlement. In other words, a reduction in a surplus must be recognised in
profit or loss even if that surplus was not previously recognised because of the impact of the asset
ceiling;

all changes in the asset ceiling are recognised separately through other comprehensive income.

Effective date 1 January 2019
Forthcoming requirements

As at 31 May 31 2019, the following standards and interpretations had been issued but were. Rot:x..
mandatory for annual reporting periods ending 31 December 2019: 7 Ceitiy

The accompanying notes on pages 10 to 35 shall form an integral part of these financial
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS
31 DECEMBER 2019

IFRS 17 Insurance Contracts

IFRS 17 was issued in May 2017 as replacement for IFRS 4 Insurance Contracts. It requires a current
measurement model where estimates are re-measured each reporting period. Contracts are
measured using the building blocks of:

discounted probability-weighted cash flows;

an explicit risk adjustment;

and a contractual service margin (“CSM”) representing the unearned profit of the contract which is
recognised as revenue over the coverage period.

The standard allows a choice between recognising changes in discount rates either in the statement
of profit or loss or directly in other comprehensive income. The choice is likely to reflect how insurers
account for their financial assets under IFRS 9.

An optional, simplified premium allocation approach is permitted for the liability for the remaining
coverage for short duration contracts, which are often written by non-life insurers.

There is a modification of the general measurement model called the ‘variable fee approach’ for
certain contracts written by life insurers where policyholders share in the returns from underlying
items. When applying the variable fee approach, the entity’s share of the fair value changes of the
underlying items is included in the CSM. The results of insurers using this model are therefore likely
to be less volatile than under the general model.

The new rules will affect the financial statements and key performance indicators of all entities that
issue insurance contracts or investment contracts with discretionary participation functions.

Effective date 1 January 2021 (likely to be extended until 1 January 2022)
Definition of material - Amendments to IAS 1 and IAS 8

The IASB has made amendments to IAS 1 Presentation of Financial Statements and IAS 8 Accounting
Policies, Changes in Accounting Estimates and Errors which use a consistent definition of materiality
throughout International Financial Reporting Standards and the Conceptual Framework for Financial
Reporting, clarify when information is material and incorporate some of the guidance in IAS 1 about
immaterial information.

In particular, the amendments clarify: that the reference to obscuring information addresses
situations in which the effect is similar to omitting or misstating that information, and that an entity
assesses materiality in the context of the financial statements as a whole, and the meaning of
“primary users of general-purpose financial statements” to whom those financial statements are
directed, by defining them as “existing and potential investors, lenders and other creditors” that
must rely on general purpose financial statements for much of the financial information they need.

Effective date 1 January 2020

Definition of business - Amendments to IFRS 3

The amended definition of a business requires an acquisition to include an input and a substantive
process that together significantly contribute to the ability to create outputs. The definition of the
term ‘outputs’ is amended to focus on goods and services provided to customers, generating
investment income and other income, and it excludes returns in the form of lower costs and othgf_“
economic benefits. =
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Effective date 1 January 2020

Revised Conceptual Framework for Financial Reporting

The IASB has issued a revised Conceptual Framework that will be used in standard-setting decisions
with immediate effect. Key changes include:

increasing the prominence of stewardship in the objective of financial reporting,

reinstating prudence as a component of neutrality,

defining a reporting entity, which may be a legal entity, or a portion of a legal entity,

revising the definitions of an asset and a liability,

removing the probability threshold for recognition and adding guidance on derecognition,

adding guidance on different measurement basis, and

stating that profit or loss is the primary performance indicator and that, in principle, income and
expenses in other comprehensive income should be recycled where the relevance or faithful
representation of the financial statements would be enhanced.

No changes will be made to any of the current accounting standards. However, entities that rely on
the Framework in determining their accounting policies for transactions, events or conditions that
are not otherwise dealt with under the accounting standards will need to apply the revised
Framework from 1 January 2020. These entities will need to consider whether their accounting
policies are still appropriate under the revised Framework

Effective date 1 January 2020

Sale or contribution of assets between an investor and its associate or joint venture - Amendments
to IFRS 10 and IAS 28

The IASB has amended the scope of IFRS 10 Consolidated Financial Statements and IAS 28
Investments in Associates and Joint Ventures.

The amendments clarify the accounting treatment for sales or contribution of assets between an
investor and its associates or joint ventures. They confirm that the accounting treatment depends on
whether the nonmonetary assets sold or contributed to an associate or joint venture constitute a
‘business’ (as defined in IFRS 3 ‘Business Combinations’). Where the non-monetary assets constitute
a business, the investor will recognise the full gain or loss on the sale or contribution of assets. If the
assets do not meet the definition of a business, the gain or loss is recognised by the investor only to
the extent of the other investor’s investors in the associate or joint venture. The amendments apply
prospectively.

** In December 2015, the IASB decided to defer the application date of this amendment until such
time as the IASB has finalised its research project on the equity method.

2.2. Foreign currency transactions
(a) Functional and presentation currency

The individual items of the financial statements of the Company are measured using the currency of

the primary economic environment in which the entity operates (‘the functional currency’).

The annual financial statements are presented in thousands of BGN, which is the function‘a,L.gml-,‘%
presentation currency. { Eetiagy
The Bulgarian lev is pegged to the euro (EUR) through the currency board mechanism i 3§G

The accompanying notes on pages 10 to 35 shall form an integral part of these financial
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the Republic of Bulgaria as from 1 January 1999.

(b) Transactions and balances
Foreign currency transactions are translated into the functional currency using the exchange rates at
the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of
foreign currency transactions and from revaluation of assets and liabilities denominated in foreign
currencies using the closing exchange rate are generally recognised in the income statement.

Foreign exchange gains and losses that relate to receivable and cash are presented in the income
statement as financial income or expense. All other foreign exchange gains and losses are presented
in the income statement on a net basis within other gains/(losses).

Foreign currency monetary assets and liabilities are reported at the closing exchange rate of the BNB
as at the balance sheet date.

Significant exchange rates: 31 December 31 December
2019 2018
BGN BGN

1 US dollar is equivalent to 1.74099 1.70815

1 Euro is equivalent to 1.95583 1.95583

2.3. Financial assets

The Company classifies its financial assets within the category of loans and receivables.

Classification depends on the purpose of acquiring a financial asset. The Management determines
the classification of financial assets at their initial acquisition and makes subsequent measurement of
the classification at the end of each reporting period.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. They are included in short-term assets, with the exception of
those maturing more than 12 months after the balance sheet date, which are classified as long-term
assets. Loans and receivables are included in the trade and other receivables category in the balance
sheet.

2.4, Trade receivables
Trade receivables are initially recognised at fair value, and are subsequently measured at amortized
cost (using the effective interest method), less any provision for impairment based on the review of
balances carried out by the management at the end of each month. A provision for impairment is
made in the event that there is objective evidence that the company will not be able to collect all
amounts due according to the original terms in respect of the respective estimate. Significant
financial difficulties, bankruptcy, late payment or non-payment on part of a customer are considered
to be indicators of the existence of grounds for impairment. The amount of impairment is the
difference between the Book value and the recoverable amount. The latter represents the present
value of the cash flows discounted at the effective interest rate. The amount of the allowance for
impairment is recognised in the income statement.

In determining the amount of impairment losses on loans, the Company makes esti
assumptions regarding the existence of a measurable decrease in the expected future

the credit and loan portfolio (see also Note.2.8). As at 31 December 2016 and 31 D 4 ®) \‘
g [ Codwa ) 324

, , SN (£ o e .

The accompanying notes on pages 10 to 35 shall form an integral part of these financi sta emenss
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the Company applies a provisioning model that reflects the characteristics of its portfolio based on
the accumulated historical information.

Accordingly, in determining the provisions, the peculiarities of two significant stages in the
development of the Company and lending are taken into account. From its establishment on 7
November 2013 to 31 December 2014 and from 1 January 2015 to 31 December 2016:
- From 7 November 2013 to 31 December 2014 - market entry policy, and more aggressive
lending;
- From 1 January 2015 to 31 December 2016 - stabilization of the policy, significant decline in
high-risk loans granted, and improvement of scoring models for approval of borrowers.

Due to the above factors, the Company’s portfolio is divided into two sub-portfolios according to the
loan period, and to each of the two portfolios a provisioning approach is applied, reflecting its risk
characteristics:

- For loans activated until 31 December 2014: based on an analysis of the behavior of
recovery, the collectability on the remaining part of the loans is observed after carrying out
assignments of bad debts as of the reporting date, - within 10 months in advance when
applying the approach of extrapolation of the expected collectability on the already
developed portfolio (see also the additional assumptions below);

- For loans activated in the period 1 January 2015 - 31 December 2016: the receivables curve
is observed starting from the total amount due as at each first day of the month (observation
point), which is compared with the payments actually received for the same loans within 12
months (see also the additional assumptions below). Only credit lines with a total amount
due > 0 at the observation point are considered.

Additional assumptions:

- Based on internal analyzes, it is observed that the amounts due on loans of the Company’s
customers are also collected after 12 months from the observation point. Also, many of the loans
that will be sold will be sold after that 12" month. This is evidence that revenue received after the
10" - 12" month - regular payments and/or sales revenue - do not participate in their full capacity in
the collectability curve, and hence in the percentage of applied provisions.

- In the models applied above, a development period of 10 months or 12 months is observed
depending on whether an extrapolation approach is applied, which aims to limit the forecast period
(extrapolation) or an approach of comparing actual collectability without extrapolation, in which an
extended collectability period is observed within the cycle of 10-12 months.

- Total amount due as at the first day of the month - the total amount due as at the first day of
the month represents the sum of all amounts due (principal, interest, fees, etc.) at this point of
observation. Only active customers who have a positive obligation (i.e. total amount due > 0) are
considered:

- Cash flows - collectability on a monthly basis; the received cash flows on a monthly basis
according to the observation point and the amount due at the observation point are considered.

- multiple loans, with a higher risk profile of borrowers.

2.5 Cash and cash equivalents
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Cash and cash equivalents include cash on hand and cash in bank accounts, other short-term highly
liquid investments with original maturities of three months and less, and bank overdrafts. In the
balance sheet, overdrafts are recognised as a short-term liability in the category of short-term loans.

2.6. Equity
Company shares are classified as fixed capital. The capital of the Company is presented at an amount
corresponding to the one registered with the court.

2.7. Current and deferred taxes

The tax expense for the period consists of current and deferred tax. The tax is recognised in the
income statement except in the case of transactions recognised directly in equity. In these cases, the
tax is also recognised in equity.

The cost of the current tax recognised in the income statement is determined in accordance with the
applicable tax laws in force in the country at the date of preparation of the annual financial
statements.

Deferred tax is calculated using the balance sheet method, for all temporary differences appearing
between the tax base of assets and liabilities and their Book value in the financial statements.
However, if tax temporary differences arise from the initial recognition of an asset or liability in a
transaction other than a business combination that have not affected neither accounting nor taxable
profit/loss/at the time of the transaction, then that difference is not accounted for.

In calculation of deferred tax, the tax rates and regulatory framework in effect at the balance sheet
date are used, which refer to periods of expected reversal of tax temporary differences.

A deferred tax asset is recognised only if it is probable that sufficient future taxable profits will be
available against which those assets can be utilized.

2.8. Trade payables
Trade payables are initially recognised at fair value and subsequently measured at amortized cost
using the effective interest method.

2.9. Recognition of revenue

Revenue includes the fair value of goods and services sold, net of value added tax and discounts
granted.

The company recognises revenue when: it can be reliably measured, there is certainty that there will
be future benefits for the company and the following specific conditions are met for each sale made
by the company. It is not considered that a reliable valuation of the proceeds has been made when
there are conditions in relation to its occurrence. Once they are removed, the revenue may be
reliably measured.

Interest income
Revenue is recognised when interest is accrued using the effective interest method (EIR), the rate
that most accurately discounts the expected future payments or receipts over the expected useful
life of the financial instrument or a shorter period, as appropriate, to the net Book value of the
financial asset or liability). Interest income is included as financial income in the state

comprehensive income. Given the specifics of the Company's credit claims - credit card S, ,<
the effective interest rate does not differ materially from the contractual parameters. o
Fees and commissions are charged at the time when the service is provided. Fees rec OGB@-,_\;.‘-
eums: j Wy
The accompanying notes on pages 10 to 35 shall form an integral part of these financial nts. / &
p .Q -"1
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provision of services for a specified period of time are charged within that time period. Fees related
to obligations for granting of loans that are most likely to be withdrawn and other credit related fees
are deferred (together with any additional costs) and recognised by changing the effective interest
rate of the loan.

2.10. Recognition of costs

Financial costs

The costs of interest on loans are recorded in the statement of comprehensive income for all
instruments measured at amortized cost using the method of effective interest rate.

2.11. Related parties

For the purposes of these financial statements, the Company presents the partners as related
parties, their subsidiaries and associated companies, officers, and close members of their families,
including companies controlled by all the above persons, shall be considered and treated as related
parties.

2.12. Distribution of dividends

The distribution of dividends to the partners of the Company is recognised as a liability in the
financial statements of the Company in the period in which it was approved by the partners of the
Company.

2.13. Significant accounting estimates and judgments

Presentation of financial statements under IFRSs requires the management to make the best
estimates and reasonable assumptions that affect the reported amounts of assets and liabilities, and
the disclosure of contingent receivables and liabilities at the reporting date, and consequently on the
value of revenue and expenses for the reporting period. Although the approximate accounting
estimates are based on management's best knowledge of current events and actions, actual results
could differ from those estimates.

2.14 Tangible fixed assets

Tangible fixed assets are initially measured at cost, which includes the purchase price, including
duties and non-recoverable taxes, and any direct costs necessary to bring the asset to its present
condition and location.

After their initial recognition, TFAs are carried at cost less accumulated depreciation and any
impairment losses.

Depreciation is calculated on a straight-line basis over the estimated useful lives of the assets. Assets
are amortized from the date of acquisition or commissioning.

Depreciation of assets is calculated using the straight-line method to allocate the difference between
the Book value and the residual value over the useful life of the assets, as follows:

- Equipment 3.33 years
- Computers and peripherals 2 years
- Vehicles 4 years
- Other TFAs 6.67 years

The residual value and useful lives of the assets are reviewed and, where appropriate, adjusted as
appropriate at each financial statement date.

When the book value is higher than the recoverable amount, the tangible fixed asset is carried at its
recoverable amount.

Gains and losses on the disposal of tangible fixed assets are determined by comparing the pro
with the book value and are recognised in the income statement.
Borrowing costs are recognised as an ongoing expense.

The accompanying notes on pages 10 to 35 shall form an integral part of these financial stat
Vi
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2.15 Intangible assets

Software products are reported at historical cost. They are amortized on a straight-line basis over 2
years.

2.16. Employee benefits

The Company has an approved supplementary pension plan. Pursuant to the Labor Code, upon
termination of employment, after the employee has acquired the right to retirement and old age
pension, the Company is obliged to pay them a benefit equal to double the gross monthly salary at
the date of termination of employment relationship. If the employee has worked for the Company
for the last 10 years, the amount of the compensation shall be equal to the six-month amount of
his/her gross remuneration.

The defined benefit obligation is calculated annually by independent actuaries using the unit credit
method. The present value of the defined benefit obligation is determined by discounting the
expected future cash outflows with interest rates on high quality government securities that have a
maturity close to that of the respective liability and in the currency in which the payments are
denominated.

2.17 Determination of fair value

For financial instruments that are traded in active markets, the determination of fair value is based
on market prices or dealer quotes. A financial instrument is regarded as quoted in an active market if
quoted prices are regularly available from an exchange, dealer, broker, company in the respective
industry or a regulatory agency and these prices represent current and regularly traded transactions.
If the above criteria are not met, the market is considered inactive.

For all other financial instruments, fair value is determined using valuation models. The fair values of
Loans and receivables, as well as liabilities to third parties, are determined using a current value
model based on contractual cash flows, taking into account credit quality, liquidity and costs; their
fair value does not differ materially from their net book value. The fair values of contingent liabilities
and irrevocable credit liabilities are consistent with their book values.

Financial assets and financial liabilities that have a short-term maturity (less than three months) are
considered to have a book value close to their fair value. This assumption shall also apply to demand
deposits and term savings deposits.

IFRS 7 Financial Instruments: Disclosures requires the notes to the financial statements to contain
information about the determination of fair value in accordance with IFRS 13 “Fair Value
Measurement” of financial assets and liabilities that are not presented at fair value in the statement
of financial position. IFRS 13 defines a hierarchy of measurement techniques, depending on whether
or not the inputs to the models can be observed. Observable inputs include market information
obtained from external sources of information; unobservable inputs include assumptions and
estimates of the Company.

These two types of input define the following hierarchy of fair value measurements:

* Level 1 - quotes from active markets for identical financial instruments. This includes listed equity
and debt instruments

* Level 2 - inputs other than Level 1 data that can be observed directly or indirectly (i;._:pgn-h
derived from market prices). ;
* Level 3 - unobservable inputs/or based on external market information. This
instruments whose significant components cannot be observed.

The accompanying notes on pages 10 to 35 shall form an integral part of these finan
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The hierarchy of measurement methods outlined above requires the use of market information
whenever possible. In making the measurements, the Company takes into account the relevant
observable market prices where possible.

Fair value of financial instruments:

As at 31 December 2019 As at 31 December 2018
Financial assets Book value Fair value Book value Fair value
Cash and cash equivalents 1,005 1,005 1,378 1,378
Loans and receivables 27,185 27,185 20,937 20,937
Trade and other receivables 11,401 11,401 7,779 7,779
Total assets 39,591 39,591 30,094 30,094
Financial liabilities
Liabilities on loans 16,473 16,473 16,808 16,808
Payables to staff and social security
institutions 514 514 401 401
Trade and other receivables 1,758 1,758 496 496
Total liabilities 18,745 18,745 17,705 17,705

The following table provides information about the financial instruments that require fair value
disclosure in accordance with IFRS 7, allocated according to the valuation methods used as at 31
December 2019:

Level 1 Level 2 Level 3 Total
Financial assets
Cash and cash equivalents 1,005 - - 1,005
Loans and receivables - - 27,185 27,185
Trade and other receivables - - 11,401 11,401
Financial liabilities
Liabilities on loans - - 16,473 16,473
Payables to staff and social security institutions - - 514 514
Trade and other payables B - 1,758 1,758

The table provides information about the financial instruments that require fair value disclosure in
accordance with IFRS 7 allocated according to the valuation methods used as at 31 December 2018:
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Level 1 Level 2 Level 3 Total
Financial assets
Cash and cash equivalents 1,378 - - 1,378
Loans and receivables - - 20,937 20,937
Trade and other receivables - - 7,779 7,779
Financial liabilities
Liabilities on loans - - 16,808 16,808
Payables to staff and social security institutions - - 401 401
Trade and other payables - - 496 496

2.18. Lease

The Company has adopted IFRS 16 Lease. The Standard is applicable to the annual reporting periods
starting on 1 January 2019 on which date the Company applied the standard for the first time. The
Company has applied the exemptions relating to right-of-use assets of low value and short-term
leases. Upon transition to IFRS 16, the Company applied the modified retrospective approach in
accordance with the Standard, whereby a right-of-use asset is recognized at the date of initial
application (1 January 2019) in an amount equal to the lease liability using the current interest rate,
laid down in the contract. Comparative information for the previous period has not been
recalculated.

Leases are classified as finance or operating leases, depending on the extent to which the risks and
rewards of ownership of the leased asset are for the lessor or lessee. Determining whether an
agreement constitutes or contains a lease is based on the nature of the agreement, after evaluating
whether the implementation of the agreement depends on the use of a particular asset, and
assessing whether and to what extent the agreement transfers the right to use the asset. The
assessment of whether an agreement involves a lease is made at the beginning of the contract.

A reassessment of whether an agreement contains a lease after its commencement is only made if
one of the following conditions is satisfied:

(a) there is a change in the contractual terms, unless the change merely renews or extends
the agreement;

(b) a renewal option has been exercised or an extension of the agreement has been agreed
between the parties, unless the renewal or the extension was initially included in the lease term;

(c) there is a change in determining whether performance depends on the particular asset;

(d) there is a material change in the asset, such as a material physical change;

If an agreement is revaluated and determined to contain a lease (or not contain a lease), the
accounting for the lease is applied (or discontinued) from the occurrence of the change in the
circumstances giving rise to the revaluation or, respectively, from the beginning of the renewal
period or extension.

Leases that do not transfer all the significant risks and rewards of ownership of the asset are
classified as operating leases. Operating lease payments are recognised as an expense in the
statement of comprehensive income in proportion to the entire term of the lease. Upon termination
of a lease contract prior to the expiration of the contract, an expense is recognised in the statement
of comprehensive income in the amount of the penalties due to the lessor or other payments > retated=x
to the termination of the contract. ,{,‘-‘;j\ enay

£F >
.
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Leases that transfer all significant risks and rewards of ownership of an asset are classified as finance
leases. At the beginning of the lease term, the financial lease is recognised as an asset and liability in
the statement of financial position in the amount equal to the fair value of the leased property at the
beginning of the lease term or, if lower, the present value of the minimum lease payments
determined at the beginning of the lease. Initial direct costs are added to the value recognised as an
asset. The liability for future lease payments, less any financial expense for future periods, is
recognised in the separate statement of financial position.

Minimum lease payments are apportioned between the finance charge and the reduction of the
outstanding liability. The finance charge is allocated to each period during the lease term so as to
produce a constant periodic rate of interest on the remaining balance of the liability. The depreciable
amount of a leased asset is allocated to each accounting period during the period of expected use on
a systematic basis consistent with the depreciation policy the adopted by the Company. If there is a
reasonable degree of certainty that ownership will be obtained by the end of the lease term, the
expected use period is equal to the useful life of the asset; otherwise, the asset shall be depreciated
over the shorter of the lease term or the useful life of the asset.
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(All amounts are presented in BGN’000 unless otherwise stated)

3. Revenue

2019 2018
Interest income on loans granted 8,786 6,885
Interest income on individually significant loans 282 643
Penalties for non-performance of contractual obligations 20,708 18,442
29,776 25,970

4. Expenses on materials
Expenses on materials 623 556
623 556

The major part of inventories is card plastics used in the principal activity of the Company.

5. Expenses on hired services

2019 2018
Operating leases 2,569 3,706
Advertising and marketing 1,049 891
Telecommunication and postal costs 4 4
Office security 6 6
Insurance 151 113
Repair and technical support 60 99
Ent_e»l'tamment expenses and expenses unrelated to the 2132 1,457
activity
Expenses on commissions and fees 243 152
Consultancy services 22 302
Other expenses on hired services 6,236 6,730
6. Staff costs

2019 2018
Wages and salaries 3,190 2,713
Health insurance and social security costs 518 422

3,708 3,135
7. Tax costs

2019 2018
Profit tax for the current year

737 471
737 471

The tax on the taxable profit due by the Company differs from the theoretical amount which results

using the basic tax rate as follows:
2019

Profit (Loss) before tax 7,331

The accompanying notes on pages 10 to 35 shall form an integral part of these financial s
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Tax at a tax rate of 10% (2018: 10%) 733 468
Effect of permanent tax differences and unrecognized tax 4 3
assets

Tax due 737 471

7.1 Tax temporary differences

Temporary tax differences are offset when there is a legal right to offset short-term tax assets
against short-term tax liabilities and when the tax temporary differences relate to the same tax
administration.

2019 2019

Deferred tax assets:
- Deferred tax assets subject to recovery within 12 months

17 14

The movements of the account for tax temporary differences are as follows:

2019 2018
At the beginning of the year: 14 11
(Expense) / Income in the income statement 3 3
At the end of the year 17 14

The movement of tax temporary differences (before offsetting amounts in the relevant tax
jurisdiction) during the period is as follows:

Deferred tax assets Unused leaves Retirement Other Total
benefit
obligations
As at 31 December 2018 11 1 2 14
(Expense) / Income in the 2 1 3
income statement
As at 31 December 2019 13 2 2 17

8. Other financial income/(expenses)
2019 2018

Income

Result of the sale of shares of the subsidiary — Financial
Company M Cash Macedonia DOOEL Skopje

Result of assignments of assigned receivables, incl. result 160 9
of the assignment of an active portfolio

293

453 9
2019 2018
Expenses
Expenses on foreign currency transactions (10)
Expenses on fees and commissions (42)

(52)
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Total financial income/(expenses) net 401 (62)
9. Interest expenses 2019 2018
Loan interest 1,165 1,160
Interest on right-of-use assets 28 -

1,193 1,160

10. Investments in subsidiaries

The Company owns 99.999% of Axi Finance IFN SA (Subsidiary).The subsidiary was registered in
accordance with Romanian law in October 2015. The subsidiary applied for a license for a
non-banking financial institution with the Romanian National Bank, which was obtained in April
2016. The total amount of the registered capital of the Company is RON 880 thousand (BGN 390
thousand).

In 2019, the investment in the subsidiary Axi Finance IFN SA was impaired from BGN 3,990 thousand
to 1,096 thousand BGN.

In 2019, Access Finance Ltd. established a 100% subsidiary in Spain - Access Finance S.L. with a
capital of BGN 6 thousand (EUR 3 thousand).

In 2019, Access Finance Ltd. sold 100% of its shares in M Cash Macedonia to Easy Asset
Management AD. The shares had a book value of BGN 195 thousand (EUR 100 thousand) and have
been sold for BGN 489 thousand (EUR 250 thousand).

As of 31 December 2018 the Company’s investment in its subsidiary Axi Finance IFN SA is reported
as a capital investment available-for-sale, stated at cost, and its value is equal to the BGN equivalent
of the capital contribution as of the date of incorporation. As of 31 December 2018, the investment
was impaired by BGN 4,970 thousand. The valuation of the investment after the impairment was
BGN 3,990 thousand.

As of 31 December 2018, Access Finance Ltd. also owns 100% of M Cash Macedonia. M Cash
Macedonia is a company licensed to provide unsecured non-bank loans in the Republic of
Macedonia. The capital amounts to BGN 196 thousand, which is equal to EUR 100 thousand.

11. Liabilities on loans

2019 2018
Easy Asset Management AD 16,473 16,808
16,473 16,808

Borrowings have a fixed interest rate (9%) and are unsecured. The Company has no arrears on
principal, interest and other similar liabilities as of 31 December 2019 and 31 December 2018.

12. Cash and cash equivalents

2019

Cash in bank accounts and cash on hand 1,005

1,005

For the purposes of the cash flow statement, cash includes the following:
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2019 2018
Cash in bank accounts 1,002 1,376
Cash on hand 3 2

1,005 1,378
13. Commercial loans granted 2019 2018
Consumer credits in the form of credit card overdrafts:
Gross receivables on principal and interest 32,105 23,345
Minus: impairment losses charged (4,920) (3,408)

27,185 20,937

The change in impairment losses of loans of customers is as follows:

2019 2018
At the beginning of the period: 3,408 3,185
Charged in the year on consumer loans in the form of 6,949 4,618
credit card overdraft
Written off upon sale of receivables (5,437) (4,395)
At the end of the period 4,920 3,408

The total amount of accrued impairment costs is estimated at BGN 10,573 thousand, of which:
- BGN 6,949 thousand on consumer loans in the form of credit card overdraft;
- BGN 730 thousand on a loan granted to Axi Finance IFN SA (Romania) - a subsidiary;
- BGN 2,894 thousand on impairment of the financial investment in Axi Finance EFN SA
(Romania) - a subsidiary.

14. Trade receivables and other assets

2019 2018

Guarantees and advances 5,498 3,626
Receivables under assignment of loans and receivables 224 182
Receivables from trustees 525 308
Loans granted to group companies 4,991 3,287
Inventories 162 357
Prepaid expenses - 14
Other 1 5
11,401 7,779

A guarantee deposit for executing payment transactions in the amount of BGN 4,690 thousand (31
December 2018 — BGN 3,579 thousand) is included in the value of the provided guarantees as at 31
December 2019.

15.1. Tangible fixed assets

Plantand Computer Right-of-use Other -, -
equipment  equipment HEBUtR

The accompanying notes on pages 10 to 35 shall form an integral part of these financial statements.
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1 January 2018
Book value at the beginning of 7 58 - 4 69
the period
Acquired 22 38 - - 60
Depreciation and amortization (5) (49) - (1) (55)
costs
Book value at the end of the 24 47 - 3 74
period
As at 31 December 2018
Carrying value 48 222 - 9 279
Accumulated depreciation (24) (175) - (6) (205)
Book value 24 47 - 3 74
1 January 2019
Book value (effect of initial 1,068 1,068
application of IFRS 16 (change of
accounting policy)
Total effect of IFRS 16 1,068 1,068
Book veflue at the beginning of 24 a7 1,068 3 1,142
the period
Acquired B 98 - - 98
Depreciation and amortization (9) (51) (356) 2) (418)
costs
Boc!k value at the end of the 15 94 712 1 882
period
As at 31 December 2019
Book value 48 320 1,068 9 1,145
Accumulated depreciation (33) (226) (356) (8) (623)
Book value 15 94 712 1 822
15.2. Intangible Fixed Assets
Software Total
products
1 January 2018
Book value at the beginning of the period 83 83
Acquired 22 22
Depreciation and amortization costs (46) (46)
Book value at the end of the period 59 59
As at 31 December 2018
Book value 157
Accumulated amortization (98)
Book value 59
1 January 2019

The accompanying notes on pages 10 to 35 shall form an integral part of these financi
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ACCESS FINANCE LTD
NOTES TO THE ANNUAL FINANCIAL STATEMENTS
31 DECEMBER 2019

Book value at the beginning of the period 59 59
Acquired 2 =
Depreciation and amortization costs (47) (47)
Book value at the end of the period 12 12
As at 31 December 2019

Book value 157 157
Accumulated depreciation (145) (145)
Book value 12 12

16. Payables to staff and social security institutions

2019 2018
Wages and salaries 229 180
Social security contributions 84 65
Unused leave and other short-term employee benefits 131 106
Provision for retirement 23 12
Income taxes on natural persons 47 38
514 401

17. Payables to suppliers and other payables
2019 2018
Payables to suppliers 978 490
Finance lease payables 779 -
Other payables 1 6
1,758 496

18. Equity

Fixed capital

As of 31 December 2019, the registered capital of the Company amounts to BGN 1,250,000, divided
into 1,250,000 shares, each with a nominal value of BGN 1.00 (one) and is fully paid up. As of 31
December 2019, the capital is allocated as follows:

Management Financial Group JSco 962,500 shares 77 %
Tsvetan Petkov Krastev 125,000 shares 10%
Svetoslav Georgiev Radovenski 62,500 shares 5%
Apostol Ustiyanov Mushmov 25,000 shares 2%
Antoniya Vasileva Sabeva 25,000 shares 2%
Ivan Paskalev Arnaudov 50,000 shares 4 %
1,250,000 shares 100%

The Company's retained profit amounts to BGN 15,324 thousand and current profit of BGN 6,594. In
2019, Access Finance Ltd distributed dividend in the amount of BGN 400 thousand, and as at 31
December 2019, and the dividend has been paid up.

19. Financial risk management

The nature of the Company's operations requires the assumption and professional man
certain financial risks, which include their identification, measurement and manag

The accompanying notes on pages 10 to 35 shall form an integral part of these financial s



ACCESS FINANCE LTD

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

31 DECEMBER 2019

Company regularly reviews its policies and risk management systems to reflect changes in markets,
products and/or market practices.

The objective of the Company is to strike an appropriate balance between the risks assumed and the
return received, as well as minimize the potential adverse effects on the financial results. In this
context, risk is defined as the likelihood of incurring loss or loss of profit due to internal or external
factors. Risk management is performed within rules and procedures approved by the Management.
The Company identifies, assesses and manages financial risks in close interaction with the operating
units. The Management sets the principles for overall risk control and management, as well as
written policies for company-specific areas. The risks that arise in connection with financial
instruments to which the Company is exposed include credit risk, liquidity risk, market risk and
operational risk, as disclosed below.

19.1 Credit risk

Credit risk is related to the incurrence of financial losses due to failure to fulfill the obligations of the
Company's customers, suppliers, creditors. Credit risk is primarily related to loans granted to
customers by the Company.

For its internal needs, the Company uses its own models for measuring and analyzing credit risk
when granting credits. These models are subjected to periodic review and comparison of their
behavior as compared to the actual dimensions in order to optimize the performance of the model.
These credit risk measurement procedures are part of the Company's routine operating activities.

For the purposes of calculating credit impairment, the Company applies models for determining the
recoverable amount of the portfolio, as disclosed in Note 2.5.

. Concentration of risks associated with financial instruments
The Company's management considers that the portfolio of loans and receivables is well diversified

and that there are no significant concentrations of credit risk at the individual and/or group level.
The Company's exposure to credit risk is limited to the Book value of the following financial assets:

31 December 2019 31 December 2018
Financial assets Book value Maximum risk Book value Maximum risk
Credits and
receivables from 27,185 27,185 20,937 20,937
customers
Trade and other 11,401 11,401 7,779 7,779
receivables
Total 38,586 38,586 28,716 28,716

The Company did not use derivatives for credit risk management.

Amount of overdue and impaired loans and receivables 2019 2018»’"“{_’;:?:‘4
Measures on a portfolio basis 32,105 24,?;4-’-_1;:;?@ 4
Impairment charged (4,920) (3,408) f//-

i< ﬂ{ Codgpun
The accompanying notes on pages 10 to 35 shall form an integral part of these financial s!:'_.ate entsijog
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Total 27,185 20,936

The next table presents the gross amount of impaired loans by days of default:

Overdue loans 2019 2018
regularly repaid 26,952 20,383
from 4 to 90 days 3,405 2,552
from 91 to 360 days 1,748 1,409

32,105 24,344

The majority of overdue loans over 360 days are sold and the risks on the receivables sold are
transferred to the third party.

Loans granted as at 31 December 2019 and 31 December 2018 are substantially unsecured.

Loan commitments not utilized as at 31 December 2019 and 31 December 2018 by products are as
follows:

2019 2018
Consumer loans in the form of credit card overdrafts 35,917 27,243
Total 35,917 27,243

19.2. Market risk

The Company is exposed to market risk, which is the likelihood that the fair value or cash flows
associated with financial instruments will fluctuate due to changes in market prices. Market risks
arise mainly from positions in interest, foreign exchange and capital products, which are exposed to
general and specific market movements and changes in the level of dynamics of market rates or
prices. Due to the specificity of the Company's financial instruments, the Company is primarily
exposed to interest rate risk.

° Interest rate risk

Interest rate risk associated with cash flows is related to the fact that future cash flows from financial
instruments are affected by changes in market interest rates. Interest rate risk associated with fair
value is related to the fact that the value of a financial instrument varies due to changes in market
interest rates.

The Company is exposed to both risks - related to fair value and related to cash flow. Interest
margins could increase as a result of these changes, which in turn would limit potential losses for the
Company caused by changes in market interest rates. The table below presents the structure of
interest-bearing financial assets and liabilities of the Company:

Variable Fixed interest
As at 31 December 2019 interest rate rate Interest-free  Total
Loans and receivables from customers - 27,185 - 27,185
Trade and other receivables - - 11,401 = 401 Y
Investment in subsidiaries - - 1 IQ;'v '{5 /1,.1Q ,Q\.\\

..J'_---n-.=
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ACCESS FINANCE LTD

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

31 DECEMBER 2019

Total assets - 27,185 12,503 39,688
Variable Fixed interest
As at 31 December 2019 interest rate rate Interest-free Total
Liabilities on loans - 16,473 - 16,473
Trade and other payables - - 1,758 1,758
Total liabilities - 16,473 1,758 18,231
Variable Fixed interest
As at 31 December 2018 interest rate rate Interest-free  Total
Loans and receivables from customers - 20,937 - 20,937
Trade and other receivables - - 7,779 7,779
Investment in subsidiaries - - 4,816 4,186
Total assets - 20,937 11,965 32,902
Variable Fixed interest
As at 31 December 2018 interest rate rate Interest-free  Total
Liabilities on loans - 16,808 - 16,808
Trade and other payables - - 496 496
Total liabilities - 16,808 496 17,304

s Foreign exchange risk

Exchange rate fluctuations affect the financial position and cash flows of the Company. As a result of
the currency board, the Bulgarian lev is pegged to the euro at a lev to euro ratio of 1.95583 / EUR,
which means that positions in that currency do not lead to significant currency risk unless the ratio is
changed in the future.

19.3. Liquidity risk

Liquidity risk is related to the inability to fulfill the obligations of the Company when they become
due. Net cash outflows would reduce the available cash resources, which play an important role in
the Company's lending process and meeting its obligations. In certain circumstances, a lack of
liquidity may result in the sale of assets or the potential inability to meet the credit commitments of
pre-approved customers. The risk that the Company may not be able to meet its monetary liabilities
is inherent in the activity and can be caused by a wide range of institutional-specific and market
events such as mergers and acquisitions, systemic shocks and natural disasters, etc.

The Company's liquidity management involves monitoring of future cash flows. This includes
maintaining a portfolio of highly liquid assets; monitoring the liquidity ratios of the statement of
financial position; management of concentration and maturity structure of liabilities, etc. An analysis
of the contractual maturities of financial liabilities and financial assets is carried out.

The Company has a diversified portfolio of cash and high-quality highly liquid assets to meet its
current obligations.

e ———

The table below shows an analysis of assets and liabilities analyzed according to the periocﬂpﬁé_
they are expected to be recovered or settled. @
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As of As of
31 December 2019 31 December 2018
Upto12 Over 12 Upto 12 Over 12
months months months months

Assets
Cash and cash equivalents 1,005 - 1,378 -
Loans and receivables from customers 27,185 - 20,936 -
Trade and other receivables 1,860 9,541 866 6,913
Investment in subsidiaries - 1,102 - 4,186
Deferred tax assets - 7 - 14
Total assets 30,050 10,660 23,181 11,113
Liabilities
Liabilities on loans - 16,473 - 16,808
Payables to staff and social security
institutions 514 - 401 -
Tax payables 31 - 149 =
Trade and other payables 979 - 495 -
Financial lease payables 384 395
Total liabilities 1,908 16,868 1,045 16,808

Due to the characteristics of credit receivables, credit in the form of credit card overdrafts, the
disclosed value does not include future interest payable, and it is equal to the book value as at 31
December 2019 and 31 December 2018.

19.4. Operational risk

Operational risk is the risk of loss due to system failure, human errors, fraud or external events. When
the control systems and activities in place do not prevent such events, operational risks may damage
reputation, have legal or regulatory consequences, or cause financial loss to the Company. The
Company does not expect to eliminate all operational risks, but seeks to manage those risks by
establishing a good control environment, as well as by monitoring and managing potential risks.
Control measures include effective segregation of duties, definition of access rights, authorization of
transactions, and reconciliation of information from various sources, training and assessment of staff
and other controls.

20. Related party transactions
The Company is related to the following persons:

Management Financial Group JSco - parent company

Axi Finance IFN SA (Romania) — subsidiary

Tsvetan Petkov Krastev - Manager

Easy Asset Management AD — company under common control

Agency for Control of Outstanding Debts LTD — company under common control

The accompanying notes on pages 10 to 35 shall form an integral part of these financial statements.”
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Unless otherwise stated, related party transactions are not carried out under special conditions.

Related party transactions
i) Revenue

Interest revenue
Axi Finance IFN S.A.

Assigned receivables
Agency for Control of Outstanding Debts LTD

Shares sold
Easy Asset Management AD

ii) Costs
Interest costs
Easy Asset Management AD

Received services
Easy Asset Management AD

Impairment

Axi Finance IFN S.A. —impairment of investments in subsidiary
Axi Finance IFN S.A. —impairment on a loan granted

iii) Loan granted

Axi Finance IFN S.A.

iv) Trade and other receivables

Agency for Control of Outstanding Debts LTD - receivables under assigned

credits
Easy Payment Services LTD - prepayment
Easy Payment Services LTD - provided guarantee deposit

v) Trade and other payables
Easy Payment Services LTD - payable for received services
Easy Payment Services LTD - utilized credits on credit cards

Agency for Control of Outstanding Debts LTD — amounts received on

assigned credits

The accompanying notes on pages 10 to 35 shall form an integral part of these financial statements.

2019 2018
282 643
282 643
1,285 970
1,285 970
489 :

489 %
1,165 1,160
1.165 1,160
1,099 :
1,099 :
2,894

730 :
3,624 s
2019 2018
4,992 3,287
4,992 3,287
225 182
750 -
1015 .
1,990 182
17 .

166 -
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184 :
Received funding
Easy Asset Management AD 16,473 16,808
16,473 16,808

The remuneration of the key executives for 2019 amounted to BGN 178 thousand (2018 - BGN 146
thousand).

21. Contingent liabilities

The tax authorities may at any time carry out audits on accounting documents and entries for five tax
periods starting from the tax period following the year of issuance of the respective accounting
documents.

The Company's management has no information about any circumstances that could lead to
potential tax liabilities of a significant amount.

22. Events occurring after the balance sheet date

There is a significant non-adjusting event related to the spread of the coronavirus pandemic
(COVID-19) in Bulgaria. The disruption of normal economic activities in Bulgaria as a result of
COVID-19 may adversely affect the Company’s operations. Due to the unpredictable dynamics of
COVID-19, it is practically impossible at this stage to make a reliable assessment and measure the
potential effect of the pandemic on the Company.

For the period after the balance sheet date until the date of preparation of the separate annual
financial statements, the Company has not identified other significant or adjusting events that are
related to its activities in 2019 and which should be separately disclosed or require changes in the
separate financial statements as at 31 December 2019.

I, the undersigned Eva Valerieva Angelova, hereby certify that | have accurately translated the
attached document, Annual Financial Statements for 2019 of Access Finance Ltd, from Bulgarian into
English. The translation consists of 38 (thirty-eight) pages.
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