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Interim Management report of

Exchange-traded fund
Expat Poland WIG20 UCITS ETF

for the six-month period 30 June 2018

Expat Poland WIG20 UCITS ETF (‘the Fund") is a collective open-ended investment scheme for
investing in securities and other liquid financial assets established and operating in accordance with
the Collective Investment Schemes and Other Undertakings for Collective Investment Act
(CISOUCIA), the Public Offering of Securities Act (POSA) and the regulations for its implementation,
the Markets in Financial Instruments Act (MFIA), the Obligations and Contracts Act (OCA) and the
other applicable laws of the Republic of Bulgaria.

The Fund is organised and managed by the management company "Expat Asset Management” EAD
(hereinafter referred to as the Management Company, or MC) under CISOUCIA and the regulations
for its implementation, the Obligations and Contracts Act and the other applicable laws of the
Republic of Bulgaria.

The Management Company is authorized to organize and manage the Fund by the Financial
Supervision Commission as of 1 December 2017. The Fund is fully compliant with the European
directives for UCITS.

The sole shareholder of the MC Expat Asset Management EAD is Expat Capital AD. During the
reporting period there have been no changes in the representatives or the members of the Board of
Directors of the MC Expat Asset Management EAD.

There are no internal events that might have affected the operations or performance of the ETF or of
the Management Company during the reporting period.

There are no significant events between the end of the reporting period and the date that the financial
statements are authorized for issue which require disclosure.

Expat Poland WIG20 UCITS ETF is a passively-managed exchange-traded fund which follows the
model of full physical replication of the WIG20 index calculated by the Warsaw Stock Exchange. The
Fund is listed on the Bulgarian Stock Exchange — Sofia as well as on the Frankfurt Stock Exchange
(XETRA) with the ticker PLX.

Risk Profile and Risk Management

The risk profile of the fund could be amended only following an authorization from the Financial
Supervision Commission as disclosed in the Prospectus and the Rules of the Fund. During the
reporting period the risk profile of the Fund has not been subject to changes. The main risks of
investing in shares of “Expat Poland WIG20 UCITS ETF" have been outlined in detail in the Fund’s
Prospectus and can be found on the website of the MC Expat Asset Management EAD. The
management of the Fund does not foresee further risks or sources of uncertainties, other than those
disclosed in the Prospectus of the Fund, that could affect the performance of the Fund during the
rest of the financial year.

In compliance with the requirements of the Collective Investment Schemes and Other Undertakings
for Collective Investments Act (CISOUCIA), as a collective investment scheme the Fund may not
enter into transactions with related parties.

During the reporting period the Fund has not executed any repo transactions.

-
Translation in English of the interim MManagement report issued in Bulgarian expatcap‘tal



Interim report on activity of
Exchange-traded fund
Expat Poland WIG20 UCITS ETF
for the six-month period 30 June 2018
(continued)

Tracking error report in compliance with Article 82e of Ordinance 44, 20th October 2011, on the
Requirements on the Activity of Collective Investment Schemes, Their Management Companies, National
Investment Funds and Managers of Alfernative Investment Funds.

ISIN Name of the exchange-traded fund Expected tracking error
for 2018
BGPLWIG04173 Expat Poland WIG20 UCITS ETF up to 10%

The standard world practice is to calculate the realized tracking error on the basis of weekly values
for the previous 52 weeks to be statistically and economically meaningful. Furthermore, the
statistically required minimum of 30 observations are not available. In this case, the Fund started to
accumulate capital as of December 2017, and in this initial phase, the subscriptions, redemptions
and costs have had a greater effect on the net asset value of the Fund due to the comparatively
lower base.

The tracking error represents the volatility (measured through the annual standard deviation) of the
return of the Fund and the one of the corresponding index for a defined period. A lower tracking error
would mean a closer index tracking. The tracking error differentiates from the tracking difference
which measures to what percentage extent the Fund performed better or worse than the
corresponding index, while the tracking error represents the consistency in the different performance
of the Fund and the corresponding Index.

Date: 30.07.2018

Lachezar

Member Board of Directors

Member of the Board of Directors

-
I'ranslation in English of the interim Management report issued in Bulgarian expatcapltal



Ernst & Young Audit OOD Tel: +3592 8177 100
Polygraphia Office Center Fax: +35928177111
47A Tsarigradsko Shose Blvd., floor 4 ey.com

Building a better 1124 Sofia, Bulgaria

working world

Report on Review of Interim Financial Information
To the unit holders

In Exchange-traded fund

Expat Poland WIG20 UCITS ETF

Introduction

We have reviewed the accompanying condensed statement of financial position of Exchange-
traded Fund Expat Poland WIG20 UCITS ETF (“The Fund") as of June 30, 2018 and the
related condensed statements of comprehensive income, changes in equity and cash flows
for the six-month period then ended.

Responsibility of Management for the interim financial information

Management is responsible for the preparation and fair presentation of this interim financial
information in accordance with International Accounting Standard 34 “Interim Financial
Reporting”.

Auditor’'s responsibility

Our responsibility is to express a conclusion on this interim financial information based on
our review,

Scope of review

We conducted our review in accordance with International Standard on Review Engagements
2410 “Review of Interim Financial Information Performed by the Independent Auditor of the
Entity.” A review of interim financial information consists of making inquiries, primarily of
persons responsible for financial and accounting matters, and applying analytical and other
review procedures. A review is substantially less in scope than an audit conducted in
accordance with International Standards on Auditing and consequently does not enable us
to obtain assurance that we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit opinion.

A member firm of Ernst & Young Global Limited

Ernst & Young Audit OOD,
Translation in English of the official Review report issued in Bulgarian. P DT Gy i Sofa
47A, Tsarigradsko Shose Blvd., floor 4
UIC: 130972874, VAT # BG130972874
BGN IBAN: BG48 UNCR 7000 1520 6686 91
SWIFT/BIC: UNCRBGSF with Unicredit Bulbank AD



EY

Building a better
working world

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying interim financial information is not prepared, in all material respects, in
accordance with International Accounting Standard 34 “Interim Financial Reporting”.

Audit Firm Ernst & Young Audit OOD:

Nikolay Garnev
Legal Representative and
Registered Auditor

Sofia, Bulgaria

30 July 2018

Translation in English of the official Review report issued in Bulgarian.



Expat Poland WIG20 UCITS ETF

Condensed Statement of Comprehensive Income

For the six-month period ended 30 June 2018
In thousands of BGN

Net gain/(loss) on financial assets at fair value through profit
or loss
Net foreign exchange loss

Operating expenses
Operating loss for the period

Tax expenses

Loss for the period

Other comprehensive income

Total comprehensive income for the period

Basic earnings/(losses) per share
Basic loss per share (in BGN)

Date: 30.07.2018

Interim financial statements
for the six-month period 30 June 2018

Notes 30 June 2018
5 (54)
(2)

3 (12)
(68)

g -
(68)

(68)

7 ] (0.438)

Approved by: Prepared by: (/&u
c&lanager

Member of the Boarg of Directors Vanya Nikova, Finan

Approved by:
Member of the Board of Directors

The notes on pages 7 to 20 are an integral part of the interim condensed financial statements.

Iranslation in English of the interim condensed financial statements issued in Bulgarian

expatcapital
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Expat Poland WIG20 UCITS ETF Interim financial statements
for the six-month period 30 June 2018

Condensed Statement of Financial Position

In thousands of BGN Notes 30 June 2018 31 December
2017

Assets

Cash and cash equivalents 4 46 119

Financial assets at fair value

through profit or loss 5 250 =

Total assets 296 119

Equity

Share capital 371 118

Share premium (8) -

Accumulated losses (68) -

Total equity 6 o 295 ) 118

Liabilities

Trade and other payables 8 1 1

Total liabilities 1 1

Total equity and liabilities 296 119

Date: 30.07.2018

Approved by: Prepared by: %}?M%
Member of the Béard of Directors Vanya Nikova, Finance Manager

Approved by:
Member of the Board of Directors

The notes on page 7 to page 20 are an integral part of the interim condensed financial statements.

L
[ranslation in English of the interim condensed financial statements issued in Bulgarian expatcapltal



Expat Poland WIG20 UCITS ETF Interim financial statements
for the six-month period 30 June 2018

Condensed Statement of Changes in Equity

in thousands of BGN Notes Share Share  Accumulated Total
capital premium losses  capital

Balance at 1 January 2018 118 . . 118

Comprehensive income

Loss for the period - - (68) (68)

Total comprehensive income - - (68) (68)

Issue and redemption of own
shares by equity holders

Issue of shares 351 (27) - 324
Redemption of own shares (98) 19 - (79)
Issue and redemption of own

shares by equity holders 253 (8) - 245
Balance at 30 June 2018 6 371 (8) (68) 295

Date: 30.07.2018

Approved by: Prepared by: ovh
Member of the Board of Directors Vanya Nikova, Finance Manager

Approve
Member of the Board of Directors

The notes on page 7 to page 20 are an integral part of the interim condensed financial statements.

L4
Iranslation in English of the interim condensed financial statements issued in Bulgarian expatcapltal



Expat Poland WIG20 UCITS ETF Interim financial statements
for the six-month period 30 June 2018

Condensed Statement of Cash Flows

For the six-months period ended 30 June 2018
In thousands of BGN Notes 2018

Cash flows from operating activities
Payments related to financial assets at fair value through

profit or loss (304)
Payment to suppliers (12)
Other cash flows from operating activities ) (2)
Net cash flows used in operating activities o (318)
Cash flows from financing activities

Proceeds from issue of shares 325
Payments for redemption of own shares (79)
Payment to suppliers for financing activities (1)
Net cash flows from financing activities 245
Net change in cash and cash equivalents (73)
Cash and cash equivalents at 1 January 2018 119
Cash and cash equivalents at 30 June 2018 4 46

Date: 30.07.2018

Member of the Board of Directors Vanya Nikova, Finan

Approved%

Member of the Board of Directors

Approved by: Prepared by: @f;‘?
Manager

The notes on page 7 to page 20 are an integral part of the interim condensed financial statements.

L]
Translation in English of the interim condensed financial statements issued in Bulgarian expatcapltal



Expat Poland WIG20 UCITS ETF Interim financial statements
for the six-month period 30 June 2018

Notes to the Interim financial statements

1. Corporate information

Expat Poland WIG20 UCITS ETF (the Fund) is an exchange-traded fund organized and managed
by the Management Company “Expat Asset Management’ EAD (hereinafter referred to as the
Management Company, or MC). The Fund is registered on 1 December 2017 in the Bulstat Register
with code 177233744.

The address of the management of the Fund and the Management Company is Sofia, zip code 1000,
96A Georgi S. Rakovski Str.

Expat Poland WIG20 UCITS ETF is a passively-managed exchange-traded fund which follows the
model of full physical replication of the ‘WIG20" index. The Fund is listed on the Bulgarian Stock
Exchange - Sofia as well as on the Frankfurt Stock Exchange (XETRA) with the ticker PLX. The
Fund's activities include issue and sale of shares which provide the same rights to their holders. The
number of shares of the Fund changes depending on the volume of sales and redemptions of shares.

2. Basis of preparation of the financial statements

(a) Statement of compliance

These interim condensed financial statements for the six-month period ended 30 June 2018 are
prepared in accordance with the International Accounting Standard 34 Interim Financial Reporting.
The interim condensed financial statements do not include all information and disclosures required
for the preparation of the annual financial statements and should be read in conjunction with the
Fund's financial statements as of 31 December 2017.

Expat Poland WIG20 UCITS ETF was registered on 1 December 2017, therefore the Interim financial
statements do not contain comparative information for a previous six-months period for the statement
of comprehensive income, statement of cash flows and the statement of changes in equity.

The line items in the statement of financial position are presented in order of their liquidity.
(b) Measurement base

The financial statements have been prepared on a historical-cost basis except for the financial assets
held at fair value through profit or loss (FVPL) that have been measured at fair value.

(c) Functional currency and presentation currency

The shares of the Fund are issued in EUR, the net asset value per share and the redemption price
is calculated in euro, therefore the functional currency of the Fund is the euro.

These financial statements presented in Bulgarian levs (BGN), which is the presentation currency of
the Fund. All financial information in BGN is rounded to the nearest thousand unless otherwise stated.

From 1 January 1999 the exchange rate of the Bulgarian lev (BGN) is pegged to the euro (EUR). For
this reason, there are no currency translation differences arising from the use of the BGN as a
presentation currency in these financial statements. The exchange rate is BGN 1.95583 / EUR 1.0.

(d) Use of judgements and estimates

The preparation of financial statements under IFRS requires the Management Company to make
judgments, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. The actual result may be different from
these estimates.

-
Iranslation in English of the interim condensed financial statements issued in Bulgarian expatcapltal



Expat Poland WIG20 UCITS ETF Interim financial statements
for the six-month period 30 June 2018
Notes to the Interim financial statements

2. Basis of preparation of the financial statements (continued)

(d) Use of judgements and estimates (continued)

The review of the accounting estimates is recognized in the period in which the review has been made,
when it affects that period and in future periods if the review has an effect on future periods.

Judgements

Information about significant judgements made in applying the accounting policies which have the most
significant effect on the amounts presented in the financial statements is presented in the following notes:

o Note 6 Equity - classification of the Fund's units as an equity instrument
The Fund as an investment entity within the meaning of IFRS 10

Companies that meet the definition of an IFRS 10 Investment Entity are required to report investments in
subsidiaries at fair value rather than consolidate them. The criteria that define an Investment Entity are:
- A company that buys funds from one or more investors for the purpose of providing relevant
investment services;
- A company that has a business purpose only to increase its capital value, investment income, or
both;
- Acompany that accounts for and evaluates a significant portion of its investments at fair value.

The Fund invests primarily in shares and investors are not related parties, which is an additional
characteristic of an investment entity.

The Management Company has determined that the Fund meets the criteria and characteristics above and
falls within the definition of an investment entity. The judgment is reviewed regularly on a change in
circumstances.

The Management Company has assessed that the Fund does not exercise control over its investments in
shares and therefore does not consolidate them.

Fair Value Measurement

Some of the accounting policies and disclosures of the Fund require fair values to be estimated for financial
and non-financial assets and liabilities.

When assessing the fair value of an asset or liability, the Fund uses observable data as far as possible. Fair
values are categorized at different levels in the fair value hierarchy based on incoming data in valuation
techniques, as follows:

e Level 1: quoted prices (uncorrected) in active markets for similar assets or liabilities.

s Level 2: Inputs other than quoted prices included in Level 1 that are directly available (i.e. as
prices) or indirectly (i.e. derived from prices) for observation of the asset or liability.

o« Level 3: Inputs for the asset or liability that are not based on observable market data
(unobservable incoming data).

If the input data used to measure the fair value of an asset or liability fall into different levels of the fair value
hierarchy then the fair value measurement is categorized in its entirety at that level from the fair value
hierarchy whose input is relevant for the overall assessment.

Information on significant positions that are affected by estimates and assumptions in applying the
accounting policies that have the most significant effect on the amounts recognized in these financial
statements is described in Note 11 Financial Instruments.

L
Iranslation in English of the interim condensed financial statements issued in Bulgarian expatcapltal



Expat Poland WIG20 UCITS ETF

Notes to the Interim financial statements

3. Operating expenses
In thousands of BGN
Fees for stock brokers

Fees and commissions to the custodian bank
Fees and commissions to the management company

4. Cash and cash equivalents

In thousands of BGN

Interim financial statements
for the six-month period 30 June 2018

01.01.2018 -
30.06.2018

NI D

30.06.2018  31.12.2017

Cash at bank accounts 46 119
Cash and cash equivalents 46 119
Cash and cash equivalents in the Statement of Cash Flows 46 119

The cash of the Fund is kept in the depository bank "Eurobank EFG Bulgaria" AD.

Iranslation in English of the interim condensed financial statements issued in Bulgarian

expatcapital



Expat Poland WIG20 UCITS ETF Interim financial statements
for the six-month period 30 June 2018
Notes to the Interim financial statements

5. Financial assets at fair value through profit or loss

Expat Poland WIG20 UCITS ETF is a passively-managed fund and adheres to the full physical
replication method of the WIG20 index. The reference index WIG20 composes of shares
denominated and traded in Polish zloty.

The value of the financial assets in the statement of financial position at the date of the reporting
period is determined as the close price quote of the respective asset on the Warsaw Stock Exchange
on the last business day of the relevant reporting period.

The structure of the Fund's financial assets measured at fair value through profit and loss as of 30
June 2018 is, as follows:

Type of financial instrument Shares
Regulated market on which shares are ~ Warsaw Stock Exchange
traded
Issuer Number Value at the end Percentage
of the reporting of the total
period financial assets
In BGN
Polski Koncern Naftowy Orlen 1093 41 091 16.42%
Polskie Gornictwo Naftowe | 2630 6716 2.69%
CD Projekt SA 220 15 920 6.36%
Cyfrowy Polsat SA 920 9 521 3.81%
PGE SA 1760 7 352 2.94%
CCC SA 75 6 943 2.78%
Bank Pekao SA 494 24 965 9.98%
Powszechny Zaklad Ubezpiecze 1768 30 822 12.32%
PKO Bank Polski SA 2792 46 188 18.47%
Kghm Polska Miedz SA 470 18 497 7.40%
LPP SA 3 11 384 4.55%
Mbank SA 55 9 834 3.93%
Bank Zachodni WBK SA 140 20 887 8.35%
12 420 250 120 100.00%

As of 31 December 2017, the Fund does not hold equity instruments.

Net profit / (loss) on financial assets at fair value through profit or loss

In thousands of BGN 01.01.2018 -
30.06.2018

Loss from valuation of financial assets at fair value through profit and
loss (54)
Net loss on financial assets at fair value through profit or loss (54)

10

-
Iranslation in English of the interim condensed financial statements issued in Bulgarian expatcapltal



Expat Poland WIG20 UCITS ETF Interim financial statements
for the six-month period 30 June 2018
Notes to the Interim financial statements

6. Equity

The Fund's equity is equal to the net asset value (NAV). The movement in units and in the NAV of
the Fund at the beginning and at the end of the reporting period is, as follows:

Number of Value
shares

(in thousands

of levs)

At 1 January 2018 60 150 118

Issue of shares 179 850 324

Redemption of shares (50 000) (79)
Loss for the period ~ = (68)

At 30 June 2018 190 000 295

Net asset value per unit as of 30 June 2018 (in BGN) 1.5668

Equity

The Fund classifies the shares it issues as an equity instrument based on the following criteria:

- The shares entitle the holder to a proportionate share of the Fund's net assets at any time and in
the event of the Fund’s liquidation;

- The units issued by the Fund are in the class of instruments that is subordinate to all other classes
of instruments in the event of the Fund liquidation;

- Apart from the contractual obligation of the Fund for redemption, the shares issued by the Fund do
not incur any other contractual obligation to the Fund to provide cash or other financial assets or to
exchange financial assets or financial liabilities;

- The total expected cash flows attributable to the shares issued by the Fund over the life of the
instrument are based substantially on the profit or loss, the change in the recognized net assets or
the change in the fair value of the recognized and unrecognized net assets of the Fund;

- The Fund does not issue financial instruments other than shares.

Premium reserve
The Fund's equity is divided into shares. The nominal value of the shares is 1 (one) euro. The shares
of the Fund are acquired at issue value. The number of shares of the Fund changes because of their

sale or redemption. The difference between the issue and the nominal value of the shares on sale
or redemption is recorded as a premium reserve.

Capital management

The Fund's equity is equal to the net asset value of the assets (NAV), which may not be less than
BGN 500,000, or their equivalence. This minimum threshold must be reached within two years from
the date of receipt of the authorization from the Financial Supervision Commission for the
organization and management of the Fund.

For the Fund's admission to trading on a regulated market, the minimum net asset value may not be
less than BGN 100,000 or the euro equivalent.

Dividend policy

The policy of the Fund is not to pay dividends. The dividends received from the shares in which the
Fund has invested, as well as the capital gains realized on trading of the shares are reinvested.

-
Translation in English of the interim condensed financial statements issued in Bulgarian expatcapltal



Expat Poland WIG20 UCITS ETF Interim financial statements
for the six-month period 30 June 2018
Notes to the Interim financial statements

7. Basic earnings per share

In thousands of BGN 01.01.2018 -
30.06.2018
Net loss per share for the period 01.01.2018 - 30.06.2018 (in BGN) (0.438)

The basic earnings per share is calculated by dividing the profit or loss for the period to be distributed
among the equity holders (numerator) to the weighted average number of shares issued for the
period (denominator).

The weighted average number of issued shares for the reporting period is 154 170. The weighted
average number is calculated by taking the arithmetic mean of the issued shares for each day of the
period.

8. Trade and other payables

In thousands of BGN 30.06.2018 31.12.2017
Payables to the custodian bank and the management company 1 1
1 1

9. Income taxes

The profit of the Fund is not subject to corporate tax.

10. Related parties

The Fund is a separate entity without management body and its management is carried out by the
Management Company "Expat Asset Management' EAD. The sole shareholder of MC is "Expat
Capital" AD. As of 30 June 2018, related parties of the Fund are the MC Expat Asset Management
EAD and Expat Capital AD. Related party transactions are performed on contractual terms and no
guarantees are provided or received.

The expenses accrued to the MC "Expat Asset Management" EAD (note 4) incurred during the
reporting period under contracts include:

¢ Remuneration under a management contract;

¢ Expenditures for issue and redemption of shares.

L
[Tanslation in English of the interim condensed linancial statements issued in Bulgarian expatcapltal



Expat Poland WIG20 UCITS ETF Interim financial statements
for the six-month period 30 June 2018
Notes to the Interim financial statements

11. Financial instruments

Fair value measurements

The fair value of the Fund's financial instruments is determined as 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 following methods and assumptions are used in measuring the fair value:

» Quoted shares use the close market price on the date of the reporting period

e Cash and short-term deposits, trade receivables, trade payables and other current financial
assets and liabilities — due to the short-term maturity of these financial instruments, their fair
value approximates to the respective carrying amount.

Risk profile and risk management
Risk profile

The Fund's risk profile represents the amount and type of risk the Management Company undertakes
by investing the Fund's assets with the aim of replicating the Reference Index, which at the date of
this Prospectus is an index of shares traded on the Warsaw Stock Exchange. It that context, investing
in units of “Expat Poland WIG20 UCITS ETF" is associated with taking high risk, given that the
Reference Index is composed of shares.

As regards its operations, "Expat Poland WIG20 UCITS ETF" is exposed to various types of risks
affecting its performance.

Credit risk

The Fund owns cash and quoted shares, and the level of exposure to credit risk is mainly related to
cash held in current accounts with banks. The credit risk associated with the quoted shares is part
of the total investment risk of unit-holders in the fund.

The main risks that investors will incur when investing in units of "Expat Poland WIG20 UCITS ETF"
are presented below.

Market risk

Possibility of losses due to unfavorable changes in securities prices, market interest rates, exchange
rates, etc. This market risk affects the net asset value of the Fund, which will also fluctuate as a result
of changes in the market prices of the shares and other securities in which the Fund has invested.
The Fund is not exposed to the risk of a change in market interest rates as financial assets represent
quoted shares.

Currency risk

The Fund has been set up and traded in EUR, but the reference index WIG20 is composed of shares
denominated and traded in Polish zloty, and therefore the value of the Fund's financial assets
depends on the exchange rate of the Polish zloty against the euro and the lev respectively.

The policy of the Fund is not to hedge currency risk. The currency risk of the Fund is part of the
overall investment risk.

A change of 5% in the exchange rate of the euro against the Polish zloty would have the following
effect on the Fund's profit / (loss), based on the Fund's portfolio as of 30.06.2018:

Effect on the

profit / (loss)

(In thousands of BGN)
5% appreciation of the Polish zloty against the euro 13
5% depreciation of the Polish zloty against the euro (13)

"
Iranslation in English of the interim condensed inancial statements issued in Bulgarian expatcapltal



Expat Poland WIG20 UCITS ETF Interim financial statements
for the six-month period 30 June 2018

Notes to the Interim financial statements

11. Financial instruments (continued)

Risk profile and risk management (continued)

Extreme market movements

The market price of the financial instruments in which the Fund has invested may vary due to
changes in the economic and market environment, central bank monetary policy, business activity
of issuers, the sector in which the issuer operates and the demand and supply of the securities
market. At certain times, stock market prices (stock market) may vary considerably. In case of large
movements of the Index, including large daily movements, the Fund's performance may deviate from
its investment objectives. The revaluation of the Fund will vary as a result of a change in the value
of the Fund's assets and the Reference Index.

A change of 5% in market prices of assets would have the following effect on the Fund's profit/ (loss),
based on the Fund's portfolio as of 30.06.2018:

Effect on the profit /

(loss)

(In thousands of BGN)

5% increase in market prices 13
5% decrease in market prices (13)

Inability of the Management Company to adapt to market changes

The Fund follows a passive strategy, i.e. is not actively managed. Accordingly, the Management
Company shall not change the composition of the portfolio except to follow closely the overall
profitability of the Reference Index. The fund does not try to "beat" the market and does not take
defensive positions when the market falls or is considered overvalued. Therefore, a decline in the
Reference Index may result in a fall in the value of the Fund's assets.

Liquidity risk

Risk related to the possibility of losses or lost profits from urgent or forced sales of assets under
unfavorable market conditions (such as low demand in the presence of oversupply). Liquidity risk
exists also when the Fund may need to redeem the shares of the investors. The Fund invests in

quoted shares which, under normal market conditions, are quickly and easily sellable, which
substantially reduces the exposure to this risk.

Purchase and redemptions

If orders for the purchase and redemption of units are received late or do not comply with the
requirements of the Prospectus and the Fund Rules, there will be a delay between the time of the
order submission and the actual date of purchase or redemption. Such postponements or delays
may result in a reduction in the number of units or the amount of redemptions.

L]
Translation in English of the interim condensed financial statements issued in Bulgarian expatcapltal



Expat Poland WIG20 UCITS ETF Interim financial statements
for the six-month period 30 June 2018
Notes to the Interim financial statements

11. Financial instruments (continued)

Risk profile and risk management (continued)

Trading on regulated market

There is no certainty that the Fund will receive approval for trading on a regulated market and/or that
the Fund's units will be traded or that the conditions for admission to trading will not change.
Furthermore, trading units on a stock exchange may be suspended according to the rules of the
relevant stock market due to market conditions and investors may not be able to sell their units until
the trade is restored

Regulatory risk

The prospectus has been prepared in accordance with applicable laws and regulations. The
Management Company and/or the Fund and its investment objectives and policies may be affected
by future changes in laws and regulations. New or modified laws, rules and regulations in Bulgaria
or the European Union may prevent or significantly limit the ability of the Fund to invest in certain
instruments. They may also impede the conclusion of Agreements with certain third parties. This may
impair the ability of the Fund to comply with the relevant investment objectives and policies. The
implementation of such new or amended laws, rules and regulations may result in an increase in all
or some of the Fund's costs and may require a restructuring of the Fund in order to comply with the
new rules. Such possible restructuring may invelve restructuring costs. Where restructuring is not
possible, the Fund may be terminated. Fund assets and the Reference Index are subject to change
in laws or regulations and/or such a change may affect their value and/or their liquidity.

Operational risk

It is related to the possibility of incurring losses due to errors or inadequacies in the system of
organization, insufficiently qualified personnel, unfavourable external events of a non-financial
nature, including legal risk.

Risk of tracking the Reference Index error

Tracking the Reference Index by investing in all index positions may be costly and difficult to
implement. The Portfolio Manager may use optimization techniques such as selecting individual
items in the Index in proportions that are different from those in the Index. The use of such
optimization techniques may increase the tracking error and lead to a different performance of the
Fund compared to that of the Index. Also, existing restrictions or future amendments to the law and
Fund's regulations regarding but not limited, the composition, concentration, and way of asset
valuation may lead to the Fund’s inability to replicate the index entirely. Moreover, exchange traded
funds in markets with low liquidity are at greater risk of tracking error.

Reference Index

In the event of an event that affects the Index, the Fund may have to discontinue the purchase and
redemption of shares. The revaluation of the Fund may also be affected. In case of ongoing problems
with the Index, the Fund will take appropriate actions that may reduce the net asset value of the
Fund.

Systemic risks

Systemic risks depend on general fluctuations in the economy and the markets. The Fund may not
influence systemic risks but takes them into account and comply therewith. The risks posed by the
political and economic conjuncture are the possible instability or military action in the region.
Disasters and accidents are factors that complicate any risk management system. Consequences
are difficult to predict, but access to information and the implementation of a forecasting and action
system in extreme situations are possible ways to minimize the negative effect.
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12. Events after the reporting date

There are no events after the reporting date that require adjustments or disclosures in the Interim
financial statements of the Fund that occurred in the period from the reporting date to the date when
these financial statements are authorized for issue by the Board of Directors of the Management
Company.

13. Changes in the accounting policies and disclosures

The accounting policies applied in the preparation of the interim condensed financial statements are
consistent with those applied in the preparation of the annual financial statements of the Fund for the
year ended 31 December 2017, except for the adoption of new standards with effect from 1 January
2018. The Fund has not previously adopted other standards, interpretations or amendments that
have been published but are not yet in force.

The Fund applies for the first time IFRS 9 Financial Instruments. Under IAS 34, the nature and effect
of the application are disclosed below.

IFRS 15 Revenue from contracts with customers and several other amendments and interpretations
that also have effect from 2018 have no impact on the Fund's Interim financial statements.

13.1 IFRS 9 Financial Instruments

The final version of IFRS 9 Financial Instruments reflects all phases of the draft financial instruments
and replaces 1AS 39 Financial Instruments: Recognition and Measurement and all previous IFRS 9
amendments. The Standard introduces new requirements for the classification and measurement,
impairment and hedge accounting.

There is no material effect on the statement of financial position and equity as a result of the initial
application of IFRS 9.

Changes in classification and evaluation

In order to determine the classification and measurement category under IFRS 9, all financial assets,
except for equity instruments and derivatives, should be valued on the basis of a combination of the
asset management business model and the contractual cash flow characteristics of the instruments.
The valuation categories of financial assets IAS 39 (fair value through profit or loss, available-for-
sale, held-to-maturity and amortized cost) are replaced by:

e Debt instruments at amortized cost;

e Debt instruments at fair value through other comprehensive income, where the gain or loss is
recycled to profit or loss on disposal;

¢ Equity instruments at fair value through other comprehensive income, without recycling profits or
losses on disposal or loss;

s Financial assets at fair value through profit or loss.

Business model assessment

The Fund' defines the following business models for management of financial assets:

¢ Business model that aims at collecting the contractual cash flows. It includes assets which are held
with the aim to collect the contactual payments during the whole term of the instrument.

¢ Business model which aims at realizing cash flows through the sale of the asset. This model
includes the assets for which the Fund intends to monitor their fair value and their fair value is the
base for decisions regarding sale or purchase; there is evidence of active sale and purchase
activities with these assets, the contractual cash flows from the asset do not comprise solely of
payments of principal or interest; the collection of contractual cash flows from the asset are only in
addition to the main purpose — realization of the cash flows from sale.
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13. Changes in the accounting policies and disclosures (continued)

13.1 IFRS 9 Financial Instruments (continued)
Categories of valuation of financial assets and liabilities

From 1 January 2018, the Fund classifies and values its portfolio at fair value through profits or loss
as the financial assets are held in a business model in which valuation at fair value through profit and
loss is made and the Fund manages its financial assets with the aim to realize cash flows through
sale of the assets.

From 1 January 2018 the Fund classifies its receivables at amortized cost as these have been held
in a business model which goal is the assets to be held with the aim to collect the contractual cash
flow.

From 1 January 2018 the Fund classifies its financial liabilities as trade payables measured at
amortized cost.

Before 1 January 2018, the Fund classifies its financial assets as trade receivables (amortized cost)
or assets measured at fair value through profit or loss.

The Fund classifies its financial liabilities as trade payables measured by (amortized cost) and
derivative instruments (at fair value).

Financial assets and liabilities
Trade receivables and payables (amortized cost)

Before 1 January 2018 trade receivables and payables include non-derivative financial assets with
fixed or determinable payments that were not quoted in an active market other than those:

¢ which the Fund intends to sell immediately or in the near future;

s which the Fund, at initial recognition, has determined at fair value through profit or loss or
available for sale;

o for which the Fund cannot substantially recover all of its initial investment due to a different
reason than that of the exposure deterioration that is designated as available for sale.

Financial assets and financial liabilities at fair value through profit or loss

The classification and measurement of financial assets and financial liabilities at fair value through
profit or loss does not change with the entry into force of IFRS 9.

Financial assets and financial liabilities in this category are those that are not held for trading or that
are required to be measured at fair value under IFRS 9. Upon initial recognition, the asset
management company determines a fair value instrument through profit or loss when one of the
following criteria is satisfied. This designation is based on an instrument:

¢ Determination eliminates or significantly reduces inconsistent treatment that would otherwise arise
from measuring assets or liabilities, or from recognizing gains or losses on a different basis, or

e Liabilities (and assets until 1 January 2018, in accordance with IAS 39) are part of a group of
financial liabilities (or financial assets or both under IAS 39) that are managed and the results are
measured on a fair value basis in accordance with documented risk management or investment
strategy, or

¢ Liabilities (and assets until 1 January 2018, in accordance with IAS 39), containing one or more
embedded derivatives, unless they significantly change the cash flows which would otherwise be
required by the contract or it is clear, in little or no analysis, when a similar instrument is considered
first that the division of the embedded derivative (s) is prohibited.

Financial assets and financial liabilities at fair value through profit or loss are reported in the
statement of financial position at fair value. Changes in fair value are recognized in profit or loss.
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13. Changes in the accounting policies and disclosures (continued)

13.1 IFRS 8 Financial Instruments (continued)

Financial assets and financial liabilities at fair value through profit or loss (continued)

Revenue from dividends from equity instruments measured at fair value through profit or loss is
recognized in profit or loss as other operating income when the entitlement to payment is established.

Impairment of financial assets

The calculation of impairment of financial assets at fair value through profit or loss does not change
with the entry into force of IFRS 9.

IFRS 9 requires the Fund to record a fair value adjustment for expected credit losses for all financial
assets that are not held at fair value through profit or loss. The adjustment is based on the expected
losses related to the probability of default over the next twelve months, unless there has been a
significant increase in the credit risk after its occurrence.

The Management Company performs periodic review of indications of impairment of the carrying
amount of the Fund's assets as follows:

¢ receivables - at the end of each month when preparing the monthly financial statements to the
management;

The Fund applies a simplified impairment approach for trade receivables where the credit losses adjustment
is determined on the basis of the expected credit losses over the entire life of the instrument. The choice of
the Simplified Approach is a consequence of the specificities of these financial assets and the matrix for
determining the expected credit losses for these financial assets is mainly based on period overdue in terms
of loss at default.

Financial assets are classified in three phases according to changes in counterparty / instrument credit
quality:

- Phase 1 ("regular") - financial assets without an indication of credit risk increase compared to the initial
recognition.

- Phase 2 ("impaired service") - financial assets with a significant increase in credit risk but without objective
indicators of impairment / incurred losses ("default");

- Phase 3 ("default”) - financial assets with a significant increase in credit risk and objective evidence of
impairment (assets for which there is a default).

In case of impairment indicators, the recoverable amount of the asset is calculated. Impairment losses are
determined as the difference between the carrying amount of the financial asset and its estimated
recoverable amount and are recognized in profit or loss. When subsequent events result in a reduction in
impairment losses already recognized, the adjustment is recognized through profit or loss.

Derivatives measured at fair value through profit or loss

The Fund does not enter into derivative transactions.

Financial assets or financial liabilities held for trading

The Fund does not recognize financial assets or financial liabilities as held for trading.
Date of recognition

Financial assets and liabilities, except for loans and advances, are initially recognized at the date of the
transaction, i.e. on the date the Fund becomes a party to the contractual provisions of the instrument.
Contracts for the purchase or sale of financial assets that require settlement of transactions within the normal
timeframe, established by the market rules or agreement, are recognized in the statement of financial
position at the settlement date.
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13. Changes in the accounting policies and disclosures (continued)

13.1 IFRS 9 Financial Instruments (continued)
Initial recognition of financial instruments

Upon initial recognition, the Fund assesses a financial asset or financial liability at its fair value, plus or minus,
in the case of a financial asset or financial liability not measured at fair value through profit or loss, transaction
costs that are directly attributable to the acquisition or issue of the financial asset or financial liability.

Upon initial recognition, the Fund assesses receivables that do not have a significant component of financing
at the appropriate transaction price.

Write off of financial assets and liabilities

A financial asset is written off on the value date after the Fund has no more control over the contractual
rights and has transferred substantially the risks of ownership of the asset. This occurs when the rights are
realized, their validity expires, or they are redeemed. A financial liability is derecognized when it is written off
or canceled.

Compensation of financial assets and liabilities

Financial assets and liabilities are netted, and the netamount s reported in the statement of financial position
when the Fund has a legally enforceable right to net the recognized amounts and the transactions are
intended to be settled on a net basis.

13.2 Other new standards and interpretations in effect from 1 January 2018

The following new standards and interpretations that are effective from 2018 have no impact on the Fund's
interim financial statements.

¢ IFRS 15 Revenue from contracts with customers

e IFRS 15: Revenue from contracts with customers (clarifications)

¢ |FRS 2: Classification and measurement of share-based payment transactions (amendments)
e |AS 40: Transfer to Investment Property (Amendments)

e IFRIC INTERPRETATIONS 22 : Foreign currency transactions and advance considerations

e The IASB has issued Annual Improvements to IFRSs - Cycle 2014-2016, which represent a set
of amendments to IFRS.

» IFRS 1 First-time Adoption of International Financial Reporting Standards
» IAS 28 Investments in Associates and Joint Ventures
13.3 Standards issued but not yet effective and not early adopted

The following standards, new interpretations and changes to existing standards are not expected to have
an impact on the Fund's financial statements upon their entry into force.

e |IFRS 16: Leases

e Amendments to IFRS 10 Consolidated Financial Statements and IAS 28 Investments in
Associates and Joint Ventures: Sale or contribution of assets to parties of the investor
transaction and its associate or joint venture

¢ IFRS 9: Prepayment features with negative compensation (Amendment)

¢ |IAS 28 Long-term Investments in Associates or Joint Ventures (amendments)
¢ |FRIC INTERPRETATION 23: Uncertainty over Income Tax Treatments

¢ |AS 19: Plan Amendment, Curtailment or Settlement (Amendments)

e Conceptual framework in IFRS
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13. Changes in the accounting policies and disclosures (continued)

13.3Standards issued but not yet effective and not early adopted (continued)

The IASB has issued the Annual Improvements to IFRS - Cycle 2015-2017, which represent a set of
amendments to IFRS. The amendments are effective for annual periods beginning on or after 1
January 2019, allowing for earlier application. These annual improvements have not yet been
endorsed by the EU:

o [FRS 3 Business Combinations and IFRS 11 Joint Arrangements
o [AS 12 Income Taxes

s |AS 23 Borrowing cosls

14. Contingent liabilities and assets

The Fund does not recognize contingent liabilities and contingent assets in its financial statements due to
the fact that there are no potential liabilities for which it has not yet been ascertained whether the Fund has
them as current liabilities or their possible recognition may lead to recognition of income that may never be
realized.
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