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31 December 2020 BULGARIA

CORPORATE GOVERNANCE STATEMENT FOR 2020
OF KORADO - Bulgaria AD

The undersigned,

Jiri Reznicek, in my capacity as a representativek@RADO — Bulgaria AD, a company, incorporated and
existing in accordance with the laws of the RepubfiBulgaria, with head office and address of ngemaent in
Veliko Tarnovo Region, Strazhitsa Municipality, towf Strazhitsa 5150, 28 Gladstone Street, regidterith
the Commercial Register of the Registry Agency unddC 814190902 (hereinafter referred to as the
~Company”),

HEREBY DECLARE:
I. Substance and subject-matter of the Corporate Goveance Statement

1. This Corporate Governance Statement (hereinafferresl to as the Statement) has been prepared in
accordance with Article 100m, paragraphs 7 and &OSA and Article 40, paragraphs 1 and 2 of the
Accountancy Act and forms an integral part of thewal management report on the Company’s actioityttie
period 01 January 2020 — 31 December 2020 (hetem@&fferred to as théreporting period”). The purpose of
the Statement is to provide information on the bigtriteria and standards implemented by the Compathe
area of corporate governance, which the Compaepds to implement in future as well. In pursuandé the
legal requirements, the Company has publishedd@®®ent on the website atww.korado.bg

II. Compliance with the Code of Corporate Governance

2. The Company is guided by the principles of goodpodate governance. Pursuant to a decision of the
Management Board of the Company, as of Septembiefr 2@ Company observes, as appropriate, the Néition
Corporate Governance Code (hereinafter referred the ,NCGC"). Being a member of KORADO Grougg th
Company complies with any and all internal corpegvernance regulations. These regulations inclutieng
others, also:

(a). Corporate governance key principles policy;
(b). Code of Ethics; and
(c). Prevention of corruptive practices rules.

The above internal regulations have been developedmpliance with the effective legislation, theysions

of the Articles of Association of the Company, NCG&hd the corporate governance principles of the
Organisation of Economic Cooperation and Developniy applying these regulations, the Company ersur
full compliance with corporate governance bestfitas and standards.

The Company applies the following mandatory requaets:

protection of shareholders' rights;

ensuring fair treatment of all shareholders irretipe of the number of shares held by them;

recognition of stakeholders' rights and promotibonamperation between the Company and stakeholders;
ensuring timely and accurate disclosure of inforamabn all matters relating to the Company, inchgdi
with regard to its financial performance, propertyd management;

e ensuring effective control of Company's managenaeadtsupervisory bodies and reporting to sharehelder

3. Good corporate governance standards are applied lmasthe principle “comply or explain”. This recps
that in case of deviation from the standards thparate management of the Company to explain theores for
the deviation and to disclose them. During the répg period, there were no deviations or indicasioof
possible deviations.
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II. Compliance with the Code of Corporate Governance (@ntinued)

4. In addition to the above internal regulations, Bempany has developed and operate effectively the
following corporate governance policies and docuisten

(a). Rules of Activity of the Management Board and ®Bupervisory Board (hereinafter referred toNB”
and,SB”, respectively);

(b). Internal control and risk management systeand,financial and information system;

(c). Remuneration policy applicable to the memioéf&IB and SB; and

(d). Policy of diversity with respect to the govieig, managing, and supervisory authorities of tbenfany.

During the Reporting period, there were no devigtifrom the requirements of these company reguistio

5. The Company has implemented a Quality ManagemesteBy according to 1SO 9001:2015 system
standard. The system guarantees a much bettertygilfough the continuous improvement of process
management.

lll. Internal control system

6. The Company has developed and implemented an atteamtrol system. The operating activity in this
field is entrusted to a specialist internal grouit & Internal Audit Department, which is part bétstructure of
the majority shareholder, KORADO4,s., Czech Republic, and performs the Group’s #gtiVhe activities are
subject to an audit plan prepared annually, whizhtains a description of the envisaged audit engagés in
terms of: scope, duration, promoters and parti¢gpam the engagement; and estimated results. Tteenbd
Audit Department prepares a report on the compleigdit engagement, which contains the main findings
proposed corrective measures and the subsequaritiesto be carried out after the audit completio

The Internal Audit Department reports on its atyivo the Audit Committee of the Company. The sumirea
findings of the Audit Committee from the reportiafjithe Internal Audit Department are included ie #mnual
report on the activity of the Audit Committee, whics prepared and submitted to the General Meeaiing
Shareholders of the Company for approval (heresnaéferred to as th&&MS” ).

7. In the process of financial reporting for the Réjmgr period, the internal control takes the form of
stocktaking / check-ups of inventories, work ingness, and cash, which are carried out regularya(monthly
or quarterly basis). At the end of every finangiehr, the balances of the Company — receivablegpayables,
are checked-up as well. Accounting adjustmentsrege currently, according to the inventory listpressed in
values.

8. The internal control system has been organisedrapttmented in such a way as to ensure, to thenexte
necessary, that:

. The Company adheres to the statutory accountingnergents, observing the applicable legislation and
accounting standards, and during the reportingoddtiese are the International Financial Repor8tandards
adopted for implementation in the European Union;

. the necessary level of awareness of the relevamiteaskees of financial information is ensured and
maintained;

. the relevant transparency and completeness regemtsnof financial information and the principle of
documentary reasoning are complied with; and

. a set of basic principles are respected by perspgaged in financial accounting, including objdtyiv
impartiality, independence and transparency.

9. In general, the internal control system ensuresiefit reporting and disclosure of information ilew of
identifying the risks inherent to the Company’siaty.
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IV. Risk management system

10. The Company has developed and implemented a risiageanent system. The operating activity in this
field is entrusted to a specialist internal gromjt &+ Risk Management Department, which is pathefstructure
of the majority shareholder, KORADO4,s., Czech Republic, and performs the Group’s #gtiv

The activity consists of identification, measuremamd assessment of risks inherent to the Company's
operations. It shall also ensure the effective fioning of the reporting and disclosure activitifhe Risk
Management Division prepares a report on the assrgsand reports on its activity to the Audit Cortieg at

its regular and extraordinary meetings. The sunmedriindings of the Audit Committee from the repagtof

the Division are included in the annual report lo@ activity of the Audit Committee.

11. In making its investment decision the corporate agament of the Company aims at improving the
operational and financial stability of the Compaagd achieving a validity by employing the reswifscurrent
and future risk analyses.

V. Composition and functioning of the administrative, management and supervisory bodies and
committees

12. The Company has a two-tier system of governancestiintly adheres to the principles of transparesog
liability of the corporate management. This systeatudes the following bodies:

e SB comprises 6 (six) members, including independeetbers in accordance with the requirements of
Article 116, paragraph 2 of POSA. SB operates in compliandie thie Articles of Association of the Company
and the Rules of Activity of the SB.

e MB comprises 3 (three) members. MB operates in diampe with the Articles of Association of the
Company and the Rules of Activity of the MB.

13. The SB and MB are structured in a way that guaesntiee professionalism, impartiality and indepeden
of the decisions and actions of their members latioen to the governance and control of the manageraf the
Company.

14. The MB and SB ensure a proper segregation of thetitns and responsibilities of their members, acibj
to the principle of equal right and under the legaduirements, as well as effective participationthe
management of the Company in accordance with tieeasts and rights of shareholders.

15. The members of the MB and SB are elected in a perest manner, providing timely information in
sufficient capacity on the personal and profesdigoalities of each candidate for a member of tloar# in
order to ensure that the relevant competent bodyeo€Company will make an informed decision.

16. If a proposal for the election of a new memberhadf Board is made, the principles of compliance and
competence of applicants with the nature of the @amy's activities and the nature of the functiond/ar
powers assigned are respected.

17. The members of the MB and SB of the Company haeendcessary qualifications, knowledge and
experience to perform properly, in compliance wiltle highest professional standards, their obligatiarhe
Company stimulates the qualification of the memb#rshe MB and SB, and when a new member is to be
elected, he/she is acquainted with the Companysativactivity, its financial performance and thaimlegal
aspects related to business operations.

18. In their activity, the members of SB and MB apgig principle of avoidance and prevention of any oea
potential conflicts of interest. Moreover, they ataiged to immediately disclose a conflict of irgst and to
provide shareholders with information about tratisas between Company and a Board member or his/her
related parties. The policy for the avoidance aisdldsure of conflicts of interest is governed by tegulations
enumerated in clauses 2 - 4 of the Statement.
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V. Composition and functioning of the administrative, management and supervisory bodies and
committees (Continued)

19. The members of the MB and SB should fulfil theirligitions with the care of responsible
merchantship, in a manner that they believe ihéitterest of all shareholders of the Company, tangrefer
the interests of the Company and shareholders amuestors in the Company to their own intere3tise
members of the MB and SB should avoid direct oiraad conflicts between their own interest and ititerest
of the Company or, should any such conflicts atiselisclose the said conflicts promptly and fuliywriting to
the competent body and not participating nor emgrinfluence on the rest of the members of the &Rl
respectively the MB, in decision-making in suchesas

20. The members of the MB and SB are obliged to praBaehpany's business secrets and not to disclose
non-public information even after they cease tarteanbers of the relevant bodies until public disetesof the
relevant circumstances by the Company.

21. In compliance with the requirements of article 1,1garagraph 1 of the Public Offering of Securities
Act, the members of the MB and SB are obligatediiszlose to the Company, as well as to the Financia
Supervision Commission Bulgarian Stock ExchangefiaSinformation regarding:

. the legal persons wherein the said persons halegtt) or indirectly, at least 25 per cent of theeas in

the General Meeting or which the said persons obntr

. the legal persons whereof the said persons are sramdf the management bodies or supervisory
bodies or managerial agents;

. any current and future transactions of which they avare and in which, in their opinion, the said
persons may be treated as interested parties.

22. The MB and SB convene at regular meetings at least every three months. In compliance with the
requirements of the law and Articles of Associatidrihe Company, MB and SB may also take theirltgsms
non-attended.

23. Minutes shall be drawn up for all decisions of B and SB, which shall be signed by the members of
the relevant board who have attended the meetimgh@ case of resolutions attended), respectivghalb
members of the relevant board (in case of resalatimon-attended). The minutes shall be recordeckeptby
the Investors Relation Director of the Company, vghesponsible for their accuracy and completeness

24. The minutes of MB and SB meetings shall constituteommercial secret. Facts and circumstances
thereof may be published, disclosed or presentednin way to the knowledge of third parties/outstte
members of the SB only in compliance with a statutequirement or by a decision of the MB and resigely,

of the SB.

25. The SB shall be entitled to authorise one or méitsanembers to participate in meetings of the MB
the Company, and to receive materials and infolnatientical to that of the members of the MB. Bi2may
at any time ask the MB to provide information opag on any matter affecting the Company. The SBeast
once every three months, listens to a report oMBeon the Company's activities.

26. The members of the MB and SB are obliged to lodgeaurity guarantee within seven days of their
election. The amount of the guarantee is determiydtie General Meeting of Shareholders and mayeadéss
than the 3-month gross remuneration of the relerarhber of the MB, respectively the SB.

27. The Audit Committee is a specialised, mandatontlierCompany body, which has its own operational
rules and work schedule. Its activity is directedidrds improving effectiveness of financial repugtprocesses,
internal control systems and risk management. ThditACommittee makes a substantiated proposal ¢o th
General Meeting of Shareholders for the electioarofexternal auditor and monitors the independeantial
audit of the Company.

28. The Audit Committee at 31 December 2020 consisthreke persons.

29. The members of the Audit Committee have the necgspalifications and professional experience to
perform properly, in compliance with corporate gmance best practices, their functions.
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VI.  Remuneration of the members of the MB and SB
30. In accordance with the legal requirements and trenal corporate governance standards adopted, the

amount and structure of remuneration determinetaordance with the Remuneration policy of the mensbf
the MB and SB shall take into account:

. the obligations, responsibilities and contributwfneach of the members of the Boards to the aigtsvit
and performance of the Company;

. the qualifications and professional experience hif Board members and the need to hold in the
Company of the most qualified and loyal members;

. the need to match the interests of the Board mesnki¢h the long-term interests of the Company, with
remuneration being formed on the basis of Compapgiformance and in line with Company's business
strategy, objectives, values and long-term busipksss;

. remuneration (to the extent applicable) of the memslof the MB and SB are defined by the GMS.

VII.  Policy of diversity

31. The Company shall devote the necessary efforts rewept discrimination and to ensure equal
opportunities for recruitment, regardless of gendace, nationality, ethnic origin, human genonigzenship,
religion or belief, education, belief, political fidiition, personal or social situation, disabilitage, sexual
orientation, family status, property situation ayather signs laid down in the applicable legistat

32. The main criteria and principles of the Policy afatsity in the selection and assessment of the
members of the administrative, management and gispey bodies of the Company are:

. members of these bodies can be natural persongegablentities having legal capacity, without any
restrictions in terms of age, gender, nationaétjycation;
. only non-discriminatory criteria may be applied raguirements for the appointment of members of

these bodies, such as: good reputation, profedsiexygerience and managerial skills, depending om th
complexity and specifics of the Company’s operatjamd

. the following are also among the goals for achigwdiompliance with the principles of diversity ireth
Company’s management: independence and objectimitgxpression of opinions, taking into account of
maximum wide scope of views and interests of a marn wide range of social groups upon taking dengsio
etc.

33. The Company complies with the principle of diversitith respect to the composition of its corporate
bodies. The MB of the Company, by its decision ddté/arch 2017, adopted a Policy of diversity.

34. No cases of discrimination were found in the Conypduring the reporting period.
VIIl.  Protection of shareholders’ rights

35. The corporate management of the Company guaraetpes treatment of all shareholders, including
minority and foreign shareholders, and protectg thights. All shareholders have the right to papate in the
GMS and to express their opinion in person or thhoproxies. The procedures and order of holding GMS
facilitates at maximum the shareholders and comyti the principle of undue obstruction or unneeggs
increase in costs. Actions shall be taken to eragmuthe participation of minority shareholdershie GMS. The
corporate management shall endeavour to provideast one MB and SB representative to each GMS to
provide information to shareholders and to ansWwerdquestions raised in the field of his/her competeand in
accordance with the requirements of the law.

36. The shareholders have been informed of the rulesiocation and holding a GMS, and of their right
to add items to the agenda of a convened GMS and/orake alternative proposals for a resolutioritems
already included in the agenda, in strict complgawith any legal restrictions.

37. Materials on the agenda items shall be made aVaitabthe shareholders in a timely manner. These
materials shall be fair and clear as far as passitihus, it is guaranteed that informed decisioifisbe passed
and the shareholders will not be misled.
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VIIl.  Protection of shareholders’ rights (Continued)

38. All shareholders of one class are treated equally.

39. In compliance with the requirements of article 1,1garagraph 1 of the Public Offering of Securities
Act, the persons holding, directly or indirectly, laast 25 per cent of the votes in the GeneraltiMgef the
Company or controlling the Company, are obligatedlisclose to the Company, as well as to the Fiaanc
Supervision Commission Bulgarian Stock ExchangefiaSinformation regarding:

. the legal persons wherein the said persons haiectty or indirectly, at least 25 per cent of thees in

the General Meeting or which the said persons obntr

. the legal persons whereof the said persons are ersndd the management bodies or supervisory
bodies or managerial agents;

. any current and future transactions of which they avare and in which, in their opinion, the said
persons may be treated as interested parties.

IX.  Information disclosure system

40. The Information disclosure policy and system, agptbby the Company, guarantee equality of the
information addressees (shareholders, stakehoideestment society) and prevent abuses in the drimsider
dealing. The system for disclosure of informatiosw@es complete, timely, true and understandabdenration,
which enables objective and informed decisionsaidations. The Company has implemented in-houtss ru
for the preparation of annual and interim repatg] disclosure procedure.

41. The system for disclosure of information ensuresvigion and/or disclosure of timely, correct and
understandable information in accordance with #wuirements of the law and good corporate practites
system for disclosure of information ensures actes®levant, sufficient and reliable informatiohoat the
Company, as well as information about the decistaken by the GMS.

42. The Company maintains its website. The investoti@@contains internal documents of the Company,
information about the shareholders’ rights andrtlpairticipation in the General Meeting of Sharekodd the
financial statements for the last 9 years, inforamatbout the payment of dividends, as also fosqaal data
protection. This section also contains materialstii@ forthcoming General Meetings of Shareholdgrshe
Company and information on the decisions passdatidBeneral Meeting of Shareholders.

43. Pursuant to the regulatory requirements, the Compas Investors Relation Director, who has been
appointed to ensure due disclosure of regulatedrnmition that must be disclosed, and to maintaiiveic
communication with shareholders and/or investoth@Company.

44, The Company discloses regulated information thastrbe disclosed by providing it to the Financial
Supervision Commission, Bulgarian Stock Exchanggofia and Central Depository and making it avaéatol
the general public through the information systefnth® portal www.X3news.com Thus, information is
disseminated effectively and reaches simultaneotisywidest possible range of people in a way thatot
discriminatory to them.

45, The Company ensures adequate transparency regatdirmpmmercial activities, financial results,
decisions made, and maintains its relationshipsh viilvestors, media, financial and market analydis a
professional level.

X. Information on the existence of takeover/merger bid and according to Article 10, paragraph 1,
letters "c", "d", "f", "h" and "i" of Directive 200 4/25EC of the European Parliament and the Council of
21 April 2004 on takeover bids

46. During the reporting period, takeover/merger bidgsewot sent to the Company.

47. Information about direct or indirect significantasbholdings:

. The Company is controlled by KORAD®.s., Czech Republic, a company holding 82.15% efsthare
capital of the Company as at 31 December 20200 ®&17,923 shares.
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X. Information on the existence of takeover/merger bid and according to Article 10, paragraph 1, lettersc",
"d", "f", "h" and "i"* of Directive 2004/25/ EC of the European Parliament and the Council of 21April 2004 on
takeover bids (Continued)

. In turn, the majority shareholder of KORAD@Ss. is the Ministry of Finance of the Czech Repukdind other
significant shareholders, such as the European BarlBevelopment and Reconstruction and 3 indivislua

. The sole shareholder with significant shareholdsgcORADO, a.s., Czech Republic, a company registered
with the Register of the local court Hradec KralpSéction B, Batch 1500, Czech UIC 25255843.

. At 31 December 2020, 15.92 % of the Company’s aafstheld by other legal entities and 1.93% of ¢hpital

— by other individuals; there are no other siguaifit; direct or indirect, shareholdings which mustdisclosed.

48. As at 31 December 2020, the Company held no slvatee capital of other entities.
XI.  Information about the shareholders with special cotrol rights and description of these rights
49. The Company has not issued shares with specialadoights.

XIl. Information about the limitations over the voting rights, such as limitations over the voting rights bthe
shareholders with a given percent or number of votg deadline for exercising the voting rights or syems whereby
with the Company’s assistance, the financial rightsattaching to the shares are separated from the hadihg of
shares.

50. The financial rights attached to the shares aréssotlbly linked to the holding of shares. There ao
restrictions on the voting right, besides thosedsga by the law as mandatory (such as non-exegcikiright to vote
by a shareholder who is also a stakeholder in #se of transactions under Article 114 of POSA).e¢atre exercised
only by open ballot (no secret ballots were heldasd at place where the session of the GMS takasep Until now,
electronic means for remote participation withia theaning of Article 115, paragraph 8 — 10 of PQ&#&e not allowed.

XII. Information about the provisions about the appointnent and dismissal of the members of the Company’s
management bodies and about introduction of amendnms to the articles of association

51. Members of the Supervisory Board are appointeddismissed by the General Meeting of Shareholderthen
grounds of a decision passed by ordinary majokitymbers of the Management Board are appointed mmdisbed by
the SB of the Company on the grounds of a decigamsed by ordinary majority.

52. A member of the MB and SB can be a natural persitin vgal capacity, as well as a legal entity. Whar
member of the MB and/or SB is a legal entity, isideates a representative(s) for the performandes afuties in the
board. If more than one representative has beeoiratpp by a legal entity, only one of them partitgs in the work of
the MB and/or SB. The legal entity is jointly andlimitedly liable together with the other membefghe board for the
obligations arising from the actions of its repreaéve.

53. The members of the MB and SB cannot be personersgad to imprisonment for wilful crime of general
character, as well as persons, who at the timbef appointment were convicted by a final judgmientcrime against
property, economy or against the financial, tax andial security systems committed in the RepubfiBulgaria or
abroad, unless they have been rehabilitated. A merabthe MB and SB cannot be also a person, whoheen a
member of an executive or supervisory body in agamy, when it is terminated due to bankruptcy m plast two years
preceding the date of the resolution for bankrupifcthere have been unsatisfied creditors remgintnperson who has
been a manager, member of a management or supgriiedy of a company, for which was establishedough an
effective administrative penalty deed, the nongenfince of obligations for accumulation and maiatexe of the
determined levels of reserves under the Bulgaridmi@d Oil Products Reserves Act; and a person ddoot meet the
requirements of the Articles of Association of empany.

54, The natural persons who represent the legal entitienembers of the MB and/or SB must comply with th
requirements applicable to a member of SB and MB.
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XIII. Information about the provisions about the appointment and dismissal of the members of the
Company’s management bodies and about introduction of amendments to the articles of association
(Continued)

55.  One and the same person cannot a member of the SB and the MB, at the same time,

56. At least 1/3 of the members of the SB must be independent persons. The independent member of the SB

cannot be:
. an employee of a public company;
. a shareholder, who holds, directly or through related parties, at least 25 percent of the votes in the General
Meeting or is a related party to the Company;
. a person, who has secret relations with the public company; a member of a management or supervisory
body, managerial agent or employee of a commercial company or another legal person under items 2 and 3;
. a related party to another member of a management or supervisory body of the public company.

57.  The members of the MB and SB may be re-elected without limitation.

58.  The General Meeting of Shareholders is the body exclusively competent to amend and supplement the
Articles of Association of the Company. In accordance with the law and Articles of Association of the Company,
the required majority to pass such a decision is equal to 2/3 of the voting shares presented or represented at the
GMS meeting.

XIV. Information on the powers of the Board members, in particular the right to issue and redeem
(buy-back) shares

59. The share capital of the Company amounts to BGN 13,168,614 at 31 December 2020, split into
13,168,614 dematerialized, registered, voting shares with nominal value of BGN 1 each. All shares are of one
class. All shares of the Company provides equal rights to their holders. A share gives the right to one vote in
GMS, right to dividend and liquidation share proportionate to the share’s nominal value.

60.  According to the requirements of the Articles of Association and the effective legislation, the decision to
issue or buy back shares is among the powers of the GMS. During the reporting period, shares, share options or
other financial instruments, envisaged to be provided to or to be subscribed by Board members or key personnel,
were not issued by the Company. Shares with buy-back preference were not issued by the Company.

61. According to the Company’s Articles of Association, the General Meeting of Shareholders of the
Company has the exclusive power to take decisions on share buy-backs. The decision shall be registered with the
Commercial Register. The majority required to pass such a decision is equal to 1/2 of the voting shares presented
or represented at the GMS meeting.

XV. Miscellaneous

62. The Company participates actively in various forms of mutual cooperation with government institutions
and non-governmental organisations on corporate government matters. The process of information disclosure by
the Company is subject to multiple controls. So far, no violations of the provisions and terms of disclosure have
been established. The financial statements are published on the Company’s website immediately after they have
been forwarded to the regulatory authority and the public, thus providing for controls by the shareholders,
investors and all stakeholders.

g
ice

Jiri Reznice
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