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Dear Shareholders,

As a Chairman of the Management Board of KORADOgRtik AD it is a pleasure for me to announce that
2020 was prosperous for the Company. KORADO-BULGARhded 2020 with net profit amounting to BGN
4,591 thousand, despite difficult economic condiiaand constantly rising prices of basic matenissd in
production. These results show sustainability ie tevelopment of the Company and a growing tremd fo
continuous improvement.

The Company's management continues monitoringeof th
impact and take adequate steps and measures tatmiti
the effects of the ongoing COVID-19 pandemic
(Coronavirus), as this has limited impact on the
Company's sales and supplies.

We have invested only in those projects that sastsc
improve productivity, improve the lives of our eropées
or prevent technological downtime. All other invesnts
were withheld, as there was a higher priority ptovide
dividends for our investors.

We optimized our costs to the maximum and looked fewourable prices for the raw materials for our
production.

I would like to thank all the leadership of the Guany, all employees and workers, who, with thegrgg and

high professionalism, have made our company prosgeand we can say that the quality of the prodwets
offer, investing in new technologies and qualitgnflres are prerequisites that KORADO-Bulgaria AD lpseo
one of the top 10 manufacturers of radiators inwleld, to meet all future challenges and respamaur

shareholders' expectations by fulfilling anothercassful year.

ENG. JIRI REZNICEK
Chairman of MB and Executive Director of
KORADO-BULGARIA AD
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Management of KORADO-Bulgaria AD presents the ahagtvity report and annual financial statemergf
31 December 2020 prepared in accordance with latiemmal Financial Reporting Standards (IFRS) asptatb
for use in the European Union.

THIS MANAGEMENT REPORT HAS BEEN PREPARED IN ACCORDA NCE WITH THE
PROVISIONS OF ARTICLE 39 OF THE ACCOUNTANCY ACT, AR TICLE 100M, PARAGRAPH 7, 8
AND 9 OF POSA AND APPENDICES 10 AND 11 TO ARTICLE 2, PARAGRAPH 1, ITEM 2 AND
ARTICLE 41 OF ORDINANCE NO 2 OF 17 SEPTEMBER 2003 ON THE PROSPECTUSES TO BE
PUBLISHED WHEN SECURITIES ARE OFFERED TO THE PUBLIC OR ADMITTED TO TRADING
ON A REGULATED MARKET AND ON DISCLOSURE OF INFORMAT ION BY THE PUBLIC
COMPANIES AND THE OTHER COMPANYS OF SECURITIES

DESCRIPTION OF THE ACTIVITY

KORADO-Bulgaria AD the ,Company’) is registered with the Commercial Register at Registry Agency
under Unified Identification Code (UIC) 814190902;orporated and domiciled at its registered addneghe
Republic of Bulgaria, Veliko Tarnovo Region, Straga Municipality 5150, 28 Gladstone Street.

The main scope of activity of the Company includeanufacture and sale of heating equipment, domaasti
foreign trade in all their varieties, domestic amgrnational transport, representation and agehiesg. Company
may perform also any other types of activities prohibited by the laws of the Republic of Bulgaria.

The Company has no branches registered in the ryoammd abroad.

Since 1994, the Company has been manufacturingaphimsteel water heating panel radiators. Theitii@uhl
brand KORADO is perceived as a good product of gean quality.

In 2020, the Company’s clients are mostly from Ehgopean market. The biggest share of sales istedgo
KORADO AS Czech Republidtie ,parent companyjy.

The main suppliers of materials to the Companyd@@®were: Balkan Steel Engineering Sofia, Liberaila®i
Romania, Huss Ltd. Lom, Husung Corporation KoreamBs Metal Turkey, Comital Turkey, CZ Ferosteel,
Czech Republic, Borcelik Turkey, US Steel Slovakimmmital Turkey, Frei Lacke Germany and CWS
Germany.

The Company does not depend on its suppliers, iasalble to choose among numerous companies beoéuse
prices offered, quality and methods of payment.

RESEARCH AND DEVELOPMENT ACTIVITIES

In the area of research and development activity,nhost important part is the continuing fruitfallaboration

with the parent company. The project completedeadéd towards reducing the costs of maintenance and
improving the production efficiency and quality asatisfying the customer’s requirements towardsptioelucts
manufactured, is a good example of that collabomati

The project aiming at replacing materials suppligdthe parent company with Bulgarian supplies cargd.
Successes and positive results had been achietieid area.

ANALYSISOF THE OPERATING RESULTS

In 2020, the Company manufactured 428,337 wateliritepanel radiators. Marketing activities of thmmpany
aim at preserving the share on the existing marletd further developing production. The radiators
manufactured in 2020, as also in the previous yea?18 and 2019, are shown in the table and gbajdw:
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ANALYSISOF THE OPERATING RESULTS (CONTINUED)

Manufacture (Continued)

| Quarter Il Quarter 11l Quarter IV Quarter Total
2018 111 268 110 349 131 370 114 510 467 497
2019 95 294 119 537 127 553 112 641 455 025
2020 93 522 85 766 132 203 116 846 428 337
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The tubular radiators manufactured in 2020 as mishe previous years of 2018 and 2019, are shawthe
table and graph below:

| Quarter Il Quarter Il Quarter IV Quarter Total
2018 23430 16 750 23 450 20 170 83 800
2019 24 710 22 340 20 970 19 370 87 390
2020 25 640 17 925 24 580 29 270 97 415
30000
25000
20000
m 2013
15000 - = 2019
10000 - m2020
5000 -
0 T T T 1
| Quarter I Quarter I Quarter IV Quarter

SALES

As of 31 December 2020, the major trading partioérthe company are KORADO a.s. and companies in the
European market.

Vi
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ANALYSISOF THE OPERATING RESULTS (CONTINUED)

SALES (CONTINUED)

Total sales

In 2020, the sales of Korado-Bulgaria AD amour528,633 units.

The Bulgarian market

The sales in the territory of the country amount1p415 units, or about 2.1% of total sales.
I nternational markets

To EU partners there have been sold 471,523 pad&tors and tubular radiators, and to countridside the
EU 49,654 units.

The sales of self-manufactured heating units anoblggurchased from KORADO Group in 2020 and the
previous years of 2018 and 2019 are shown in theWng table and graph:

Bulgaria Other Total

Period Units EU
I - XII. 2018 pieces 507 044 10 532 29 562 547 138
I-XII. 2019 pieces 460 608 9 975 80 586 551 16¢
I - XII. 2020 pieces 471 523 11 415 49 654 532 592
600 000 -
500000 -
400 000 A mEU
300000 - M Bulgaria
m Other
200000 A
| Total
100000 A
0 T T T
|- X, 2018 |- X1, 2019 - XIl. 2020

The following table illustrates the number of tudrubnd designer heating units sold in 2020 andipuev2018
and 2019:

Period Units EU Bulgaria Total

I - XII. 2018 pieces 83 800 2 225 86 025
I - XII. 2019 pieces 87 566 2133 89 699
I - XII. 2020 pieces 97 589 2214 99 803

vii
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ANALYSISOF THE OPERATING RESULTS (CONTINUED)

SALES (CONTINUED)

I nternational markets (continued)
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The trade relationships between KORADO-Bulgaria &l the companies from the economic group are on
equal trade footing and no preferences or reliefpeovided on the basis that they are relatedgsart

Operating expenses

The structure of operating expenses of the Compaas/ not changed considerably in 2020 compareddo th
previous year.

Comprehensive income

The Company’'s Comprehensive income for 2020 is dditpafter taxes amounting to BGN 4,591 thousand
(2019: BGN 4,262 thousand).

The decrease in the Company’s profit is due maiolthe higher costs for raw materials and increpsihthe
personal costs.

The Comprehensive income for the last three ysashawn in the following table:

Comprehensive income (BGN’000)

2018 5,254
2019 4,262
2020 4,591

SHARE CAPITAL

' Shareholders Share Number of shares Nominal value (BGN)
KORADO a.s., Czech Republic 82.15 % 10 817 923 10 817 923
Legal entities 15.92 % 2 096 303 2 096 303
Individuals 1.93 % 254 388 254 388
TOTAL 100 % 13 168 614 13 168 614

At 31 December 2020 the Company held no shardwigdpital of other companies.

viii
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SHARE CAPITAL (CONTINUED)

The Company has implemented a Quality ManagemesteByaccording to 1ISO 9001 system standard. The
system guarantees a much better quality througledhénuous improvement of process management.phil A
2018 the Company shifted to 1ISO 9001:2015

The Company is committed on environmentally resm@dvehaviour in all aspects of its operations attivity
complies with the national environmental policyléaling the principles of the EU Directives and atfivities
relating thereto, which underlie the effective Barign law in the field of environment. In this cext, the
processes are managed as follows:

v' Harmful emissions — Plan for the management of esuly and control measurements of emissions of
pollutants into the air. Since 2013 the Companylieen using natural gas in the technological pseseand for
heating.

v' Waste waters — periodic measurements of waste svater

v' Waste — pursuant to the Waste Management Act

v" A contract was signed in 2017 with BULECOPACK ADy arganization that deals with the separate
collection and recycling of packaging waste.

All environmental protection activities are supsed by the relevant authorities and certified lptgools and
prescriptions.

Human resources

The main human resource processes in 2020 wergetireowards improving the qualification of the Guany
staff as the major resource to achieve the stdipgtiives and to improve effectiveness.

The average number of staff employed by KORADO-RBtilg AD as at 31 December 2020 is 239, including 45
women.

v' Employees with higher education degree - 28, inowd3 women;

v' Employees with secondary education degree — 18kidimg 31 women.
v' Employees with elementary education degree — 2%)ding 1 women;
v/ Management positions occupied by women — 3

To reach a high level of development of profesdiasidlls and qualification of workers and employees
professional training, participation in professibrieining courses and seminars on various topiesew
organized in 2020.

The commitment of workers and employees to follaeadily the principles of integrity and morality their
relationships and to precisely comply with the lasfsthe countries in which we operate is one of llasic
principles underlying the Code of Ethics of KORABDgaria AD. It is mandatory to follow these priplgs in
the relationships with clients and business pastnas also in personal and business relationsfiips.
Company’s management expects and requires all geggdoat all levels to comply unconditionally withet
above principles and requirements. Any non-compkamvould jeopardize the confidence of our clients,
suppliers, employees and other counterparties, wodld harm and seriously threaten not only our
competitiveness and image, but also our upwardldpreent.

KORADO-Bulgaria AD is committed to provide its emgkes with safe and secure work environment. Séety
particularly critical in our production workshopsat are subject to strict work safety regulatiddafety rules
apply to each workplace. We comply with all proerss, including with our own policies, which oftertroduce
requirements not covered by law. All employees ati@r persons working in our premises are well rimied
about the safety requirements relating to theirkwdihe lack of labour incidents during the lastrysapports
this fact.

In all its business initiatives, KORADO-Bulgaria AB attempting to be fair and correct company. \&Wagete
actively, but do it fairly and by observing all dippble competition laws and equality in the markée adhere
strictly to the laws for the protection of globahrkets from unfair competition.
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SHARE CAPITAL (CONTINUED)

Human resources (Continued)

KORADO-Bulgaria AD will pursue the highest standaid its activity with the aim to maintain and degin
the long run its positions won in the competitivevieonment, in which it has chosen to operate. e a
committed to the sustainable development of ourespcThis requires reaching a balance betweent-géon
and long-term interests and reporting of all ecoicprecological and social concerns in taking bussne
solutions.

KORADO-Bulgaria AD acknowledges that its efforts mmaintain confidence and security of shareholders,
employees, clients and all other stakeholders, elsag of the communities where it operates arthefutmost
importance to ensuring the Company’s constant dgweént and success.

FINANCIAL RATIOS

Liquidity
General liquidity = Current assets / Current liabilities = BGN 1%, 38ousand / BGN 7,396 thousan@,87

Quick liquidity = (Current assets — Inventories) / Current liéib#i = (BGN 15,334 thousand — BGN 5,363
thousand) / 7,396 thousand. ;35

Absolute liquidity = Cash and cash equivalents / Current liabilite8GN 3,620 thousand / BGN 7,396
thousand 9,49

Net working capital = Current assets — Current liabilities = BGN 1%,3B8ousand — BGN 7,396 thousand =
BGN 7,938 thousand

Profitability
Sales profit margin= Gross profit / Sales revenue = BGN 5,104 thous@@N 39,289 thousand 3%

Return on assets before taxes Gross profit / Total assets = BGN 5,104 thousaB&N 29,542 thousand =
17%

Return on equity = Comprehensive income / Equity = BGN 4,591 thadsaBGN 21,460 thousand21%

The amounts of the financial ratios for the lase¢hyears are shown in the following table:

Ratio 2018 2019 2020
Liquidity
General liquidity 2,57 4,02 2,07
Quick liquidity 1,33 1,87 1,35
Absolute liquidity 0,23 0,83 0,4¢
Net working capital 9,618 10,618 7,938
Profitability
Sales profit margin 13% 11% 13%
Return on assets before taxes 19% 17% 17%
Return on equity 26% 21% 21%
CORPORATE GOVERNANCE

Pursuant to the effective Commercial Act of Bulgaat 31 December 2020 KORADO-Bulgaria AD is atoin
stock company with a two-tier management systeme8isory Board and Management Board.
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CORPORATE GOVERNANCE (CONTINUED)

Members of the Supervisory Board at 31 Decembe®202

Tomas Kollert — Chairman
Frantisek Hamacek

Eva Voborova

Josef Laska

Ivan Lyaskov

Evelina Miltenova

ouhrwhE

Members of the Management Board at 31 December:2020

1. Jiri Reznicek — Chairman of MB
2. Silviya Stefanova
3. Jana Havlova

Jiri Reznicek is the Executive Director of the Camyp.

FINANCIAL RISK MANAGEMENT

The Company’s activities expose it to various fitiahrisks, such as market risk (including currenisk, interest
rate risk, and other price risk), credit risk afmglidity risk. Management monitors the overall riskposure and
seeks ways to eliminate any potential negativeceffen the financial position of the Company, ascldsed in
Note 19 to the financial statements.

GOING CONCERN PRINCIPLE

Late in 2019 news first emerged from China aboet@®VID-19 (Coronavirus). The situation at year ,emnds
that a limited number of cases of an unknown virad been reported to the World Health Organizationhe
first few months of 2020 the virus had spread dlgtznd its negative impact has gained momentumMarch
11, 2020, the World Health Organization declargéiademic regarding the spread of COVID-19, and anckl
13, 2020, the National Assembly voted on a statenoérgency in Bulgaria, as a result of which a nemddf
restrictive measures were taken. The state of eaneygwas lifted on May 13, 2020, and from May 14Afwil

30, 2021, an emergency epidemic situation was distian the territory of the country.

Based on the current analysis described in Note Gdlng concern principle, management has not ifilkeaht
material uncertainty that the company will be ableontinue to exist as a going concern.

EVENTSAFTER THE END OF THE REPORTING PERIOD

No other events have occurred after the reportatg,dvhich require additional adjustments and/ecldsures
in the Company’s financial statements.

INFORMATION ON THE PERFORMANCE OF THE RPOGRAM FOR IMPLEMENTATION OF THE
INTERNATIONALLY RECOGNISED GOOD CORPORATE GOVERNANCE STANDARDS

1. National Corporate Governance Code

KORADO-Bulgaria AD implements its own long-term gb@orporate governance program. The program
envisages various initiatives in a number of kegdions, the performance of which facilitates dchievement

of its priority objectives: independence and resiaitity of corporate management, protection of thghts of
shareholders; ensuring equal treatment of all $lwdders (including minority and foreign sharehofjer
ensuring recognition of the rights of any persomsmcerned of the Company's management and steady
development and encouraging cooperation with thensuring timely and precise disclosure of important
information on the financial performance, operatiegults, property and management of KORADO-Bublyari
AD, as required by law; facilitating strategic mgament of KORADO-Bulgaria AD; efficient control avthe
activities of the Management Board (MB) and Supamy Board (SB), and their reporting to all stakdbos.

Xi
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INFORMATION ON THE PERFORMANCE OF THE RPOGRAM FOR IMPLEMENTATION OF THE
INTERNATIONALLY RECOGNISED GOOD CORPORATE GOVERNANCE STANDARDS
(CONTINUED)

1. National Corporate Governance Code (Continued)

Having regard to the important role of modern coap® governance in promoting the sustainable devedmt

of the national economy of the Republic of Bulgasiad being guided by their commitment to continue
implementing the internationally recognized goodpooate governance standards, MB and SB of KORADO-
Bulgaria AD have decided that the Company shaltycaut its activity in compliance with the princgd and
provisions of the National Corporate Governance eCdeélursuant to decision dated 17 February 2010, the
Financial Supervision Commission adopted Nationatp@rate Governance Code that is complied with the
internationally recognized good corporate govereastandards.

2. Implementation of the National Corporate Governace Code

Management of KORADO-Bulgaria AD implements the iNladl Code of the basis of the principle “comply or
explain”. The observance of this principle is basadhe recommendation of the European Commissiothe
quality of the reporting in the area of corporat@@rnance. The main direction in fulfilling the contments of
the Code was bringing all in-house acts of the Caamyand its overall activity in accordance with tdoastantly
changing effective regulations.

All financial statements of the Company are pregare accordance with International Financial Rejpgrt
Standards (IFRS) as adopted by EU and the anndélialwcarried out by an independent auditor touemshe
unbiased and objective assessment of the methpdephration and presentation of these financiaéstants.
These financial statements are accompanied bylet@itivity reports.

MB and SB manage the Company independently ancdneggy, in line with the Company’s vision, goals,
strategies and the shareholders’ interests. Thiaplesh and monitor the strategic guidance for tpiag the
Company. MB and SB have established a risk managepuodicy and supervise the development and operati
of an internal control and risk management systd®.and SB ensure compliance with statutory, regujaand
contractual obligations of the Company, providedglines, approve and monitor the performance of the
Company’s business plan, significant transactionsagtivities provided for by in-house regulatioAdinancial

and information system of the Company has beenldgee and operates reliably.

SB has adopted an information disclosure and iovestlations policy. Following the policy for more
transparency in its relationships with shareholdémsestors and the public, KORADO-Bulgaria AD has
announced the media through which it discloseslaggg information: X3-News platform of Service Fiéal
Markets EOOD, owned by Bulgarian Stock ExchangefiaSAD.

The members of MB and SB base their actions on ammmrinciples of integrity and managerial and
professional competence, a basis of which is trepted Code of Ethics. MB and SB report to the Ganer
Meeting of Shareholders on their activities. Then&al Meeting of Shareholders appoints and disesathe
members of SB in compliance with the law and thenany’'s Articles of Association, by observing the
principles of continuity and stability of the gowérg bodies’ activities. The members of SB are tele¢hrough

a transparent procedure, which ensures timely arfficient information on the applicant’s personaida
professional skills. Management contracts complthwhe requirements of the law, constituent acts gmod
professional and management practice, and defanedmpetences, rights and obligations of the mesniieEB
and MB, criteria to apply in determining their remewation, their obligation to be loyal to the Compaas also
the grounds for their dismissal.

The number of the members of the governing bodiatefined by the Company’s Articles of Associatidhe
composition of Boards is structured in a mannerctvténsures that their decisions concerning the @ogip
management will be professional, unbiased and ieldgnt. MB and SB have made an appropriate division
tasks and duties among its members. The membetseofjoverning bodies possess appropriate skills and
experience, and after being elected new memberistaoeluced to the major legal and financial mattedating

to the Company’'s operations. It is a constant practo improve the competence and qualificationttedf
members of the governing bodies. Consistency indat®s to ensure the effective operation of the Gompand
compliance with legal requirements.

Xii
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INFORMATION ON THE PERFORMANCE OF THE RPOGRAM FOR IMPLEMENTATION OF THE
INTERNATIONALLY RECOGNISED GOOD CORPORATE GOVERNANCE STANDARDS
(CONTINUED)

2. Implementation of the National Corporate Governaice Code (Continued)

The members of the governing bodies have the taqeired to fulfil their tasks and obligations. Thaes of
procedure of MB and SB define the maximum numbethef companies outside the portfolio of KORADO-
Bulgaria AD, in which the members may occupy gouggrmpositions. The amount and structure of remurmra
of the members of the governing bodies are deterthby the General Meeting of Shareholders. Theg tato
account the obligations and contribution of eacmiper, the likelihood of selecting and retaining Idigal and
loyal members, the need to ensure consistency ketite member’s interests and the long-term inteiEsthe
Company. The independent members of SB receive figmuneration. Pursuant to a decision of sharehsld
the members of the governing bodies, part of tHdihg, do not receive remuneration.

The General Meeting of Shareholders adopted a Reration Policy applicable to the members of MB &®&J
with the objective to support the long-term busingsals of the Company and to encourage behaviwir t
facilitates the creation of value for the sharebddd at the same time ensuring competitive remtinarthat is
sufficient to attract and retain directors possasshe skills necessary for the successful manageed
development of the Company. Information on the neenation of the members of the governing bodies is
disclosed in an annual report, a separate docutoetite annual financial statements of the Compdine
Remuneration Policy and the annual report are pabll on the Company’s website.

MB and SB of KORADO-Bulgaria AD have adopted praeses$ for the avoidance and disclosure of conflifts
interest. These procedure put the members undabifgation to avoid any real or potential con8icif interest,
and if necessary, to disclose immediately any odsflof interest and to ensure access for the bbhters to
information about transactions among them and tbmgany or their related parties. On the other hamg,
conflict of interest within the Company shall bdified to the governing bodies.

Taking into account the specifics of the Compamg 8B has judged that an Audit Committee should be
established. Simultaneously, following the amendsém the law, the Audit Committee was establishedhe
General Meeting of Shareholders and its composaimh mandate were set. The Audit Committee opemtes
its own operational rules and work schedule. Itévaig is directed towards improving effectivenesfsfinancial
reporting processes, internal control systems akdmanagement. The Audit Committee, being guidgdhie
established professional requirements, makes aasladed proposal to the General Meeting of Shadeins

for the election of an external auditor. The compdias implemented an internal control system, which
guarantees the effective functioning of the reporsystems and disclosure of information aimedientifying

the risks inherent to the activity of the Company &acilitating their efficient management.

The corporate governance of KORADO-Bulgaria AD easuequal treatment for all shareholders, including
minority and foreign shareholders, and protectg thights. All shareholders have the right to papate in the
General Meeting of Shareholders and to expressap@iions. They are able to exercise their rightdte at the
General Meeting of Shareholders of the Companyuinaepresentatives as well. Rules have been adiémte
the organization and holding of regular and extlamry General Meetings of Shareholders, which gtze
equal treatment for all shareholders and the riglgach shareholder to express his/her opiniorheragenda
topics. The procedures and order for convening @e@é Meeting of Shareholders do not prevent orartak
voting unnecessary more expensive. These procedamsirage the shareholders’ participation in teadzal
Meeting of Shareholders, but do not envisage ailpibgsfor remote presence through technical degi@s this
would make the holding of the General Meeting mamerous. Rules on proxy voting have been adopted. T
wording of written materials on the agenda of tten&al Meeting of Shareholders are specific anarcbnd do
not mislead the shareholders. All proposals on megoporate events are presented as separate aijermsa
including the proposal for profit distribution.

To improve the confidence of shareholders, invesemd stakeholders in the Company’s management and
operations is one of the key tasks of corporateegmnce. With respect to that, the Company corgtant
reaffirms its position of a stable institution.2012 as well, the approval and implementation ofous ways for
disclosure of current information on the Comparfinancial and business performance and importargarate
events, and their promotion, continued.

Xiii
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INFORMATION ON THE PERFORMANCE OF THE RPOGRAM FOR IMPLEMENTATION OF THE
INTERNATIONALLY RECOGNISED GOOD CORPORATE GOVERNANCE STANDARDS
(CONTINUED)

2. Implementation of the National Corporate Governaice Code (Continued)

KORADO-Bulgaria AD has approved a policy and sysfemdisclosure of information in compliance wittet
legal requirements. It guarantees equality of tfiermation addressees (shareholders, stakeholdeestment
society) and prevents abuses in the form of insilading. The system for disclosure of informatamsures
complete, timely, true and understandable inforomtiwhich enables objective and informed decisiand
valuations. The Company has implemented in-houles ffor the preparation of annual and interim réegand
disclosure procedure.

The Company maintains its website, which contaioparate information, information about the govami
bodies and shareholding structure of KORADO-BulgakD. The investor section contains internal docuisie
of the Company, information about the shareholdaggits and their participation in the General Mmagtof
Shareholders, the financial statements for thell@sgears, information about the payment of diviigras also
for personal data protection. This section alsotaios materials for the forthcoming General Meetiraf
Shareholders of the Company, information on théstats passed by the General Meeting of Sharehalder

Information about initiatives of the Company, foetauditors and the media that publish news alauholding
is publicly available. The News section containfimation on the periodical publications of the GQuany,
forthcoming events and important information conggy the Company’s activity. There is a procedwe f
payment of prior year’s dividends to be followedtbg shareholders.

The practice of sending timely responses to letéerd inquiries of shareholders, including such etk by
email and their recording in a register duly keptte Investor relation Directors continues. Thisra practice
that, irrespective of the nature of the questibe,answer shall contain a detailed explanatiom@fights of the
shareholders of the holding. The procedure forstiemof shares by way of inheritance is descrilnediitail.

Each shareholder who, on various occasions, addrédee Company is thoroughly informed of his rigusl
provided with information on various matters comieg the activity and current status of the Company
including for the movement of share prices of KOR2Bulgaria AD on the stock market.

The corporate governance of KORADO-Bulgaria AD easuefficient relationships with all stakeholders,
identified by the Company as such. The policy ksholders is compliant with statutory requiremeantd in
conformity with the principles of transparency, ogng and business ethics. A policy for takingoirtccount
the stakeholders’ interest, which ensures theiaetion and guarantees the balance between théogevent of
the Company and the environment, in which it opexahas been developed. Efficient connections wlith
stakeholders are maintained. The Company informsodieally its shareholders, stakeholders and the
investment society on significant matters.

KORADO-Bulgaria AD participates actively in variou®rms of mutual cooperation with government
institutions and non-governmental organizationscorporate government matters. The process of irdoam
disclosure by KORADO-Bulgaria AD is subject to nipik controls. So far, no violations of the prowiss and
terms of disclosure have been established.

The financial statements are published on the Cagipavebsite immediately after they have been foded to
the regulatory authority and the public, thus pdowy for controls by the shareholders, investord afi
stakeholders.

In conclusion, we may summarize that the activitiethe governing bodies of KORADO-Bulgaria AD i0ZD
were compliant with the National Corporate Goveng@ode and international standards.

The review and the report on the implementatiothefprogram have found that the basic principles reen
observed, and namely:

v Fair presentation and transparency with respettte@ccurrence of important corporate events rejat the
Company'’s activity;
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INFORMATION ON THE PERFORMANCE OF THE RPOGRAM FOR IMPLEMENTATION OF THE
INTERNATIONALLY RECOGNISED GOOD CORPORATE GOVERNANCE STANDARDS
(CONTINUED)

2. Implementation of the National Corporate Governaice Code (Continued)

v’ Protection of the shareholders’ rights and theirad¢reatment;

v' Good corporate governance aiming at attractingrifezest of potential investors;

v’ Loyalty to the Company;

v Regular control over the Company’s business agth§temployees of Internal Audit of the parent camy
v' Compliance with the Code of Ethics with respedh®internal rules of ethics, business behavicamdsdrds,
and prevention of abuses in the form of insidetidga

In the course of the year, through their regulaetings, Management Board and Supervisory Board,tlaad
independent Audit Committee assist in ensuringigffit management of the Company.

The procedure for prior notification to the membefsSB and MB of the meetings, and their detailed a
precise recording, has been complied with.

As a result of the current control on the actiwfythe person in charge of investor relations & haen found the
following:

4 Timely presentation of reports and current infolioratto the Financial Supervision Commission,
Bulgarian Stock Exchange, Central Depository. Imfation is published on the Company's website at
www.korado.bgand presented to the public through the e-megliev. X3news.com

v Regular keeping of registers for the materialshef General Meeting of Shareholders, minutes of the
meetings of MB and SB, reports and current inforomasent;
4 The deadlines for publication of the official n&scconvening a General Meeting of Shareholderse hav

been complied with and the notifications requirgdP®SA have been sent;

All quarterly, six months and annual financial staents have been prepared in accordance with &tienal
Financial Reporting Standards, as adopted by EU.

In addition to the above-specified information, #eecutive Director has drawn up and signed a Siaté of
Corporate Governance pursuant to Article 100m,gragzhs 7 — 9 of POSA, which is enclosed to thi®reand
forms an integral part hereof.

INFORMATION UNDER ARTICLE 187E AND ARTICLE 247 OF THE COMMERCIAL ACT

Dividend

The General Meeting of Shareholders, held on 20 B0R0, passed a decision to distribute dividenduating
to BGN 2,502 thousand. Gross dividend of BGN 0.é0ghare.

The dividends were paid through the system of @Gémepository AD and the branches of UBB EAD. Their
payment commenced on 08 June 2020

On 16 September 2020 the Extraordinary General intpetf Shareholders approved distribution of divide
amounting to BGN 1,317 thousand, gross dividend®N 0.10 per share.

The dividends are paid through the system of Celtegpository AD and the branches of UBB EAD. Their
payment commenced on 12 October 2020.

The unpaid dividends will be paid at the registeaddress of the Company within the statutory deadland by
applying the statutory methods.

ISIN code of issue - BG11LUSTAT13.
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INFORMATION UNDER ARTICLE 187E AND ARTICLE 247 OF THE COMMERCIAL ACT
(CONTINUED)

Holding of own shares by the Company
As at 31 December 2020 the Company holds no owresha
Holding of shares of the Company by the members dfie corporate management of the Company

At 31 December 2020 the chairman of Management®dar Reznicek, held 180 shares, the member of the
Management Board, Silviya Stefanova, held 507 shafehe Company and the member of the Supervisory
board Evelina Miltenova, held 900 shares of the Gamy.

The other members of the Management and Supenimayds hold no shares or bonds of KORADO-Bulgaria
AD, or rights to acquire shares and bonds of them@anyThese shares were acquired on the free mamkibie
conditions of public offering carried out. The atmembers of the Management and Supervisory Bdzotts

no shares or bonds of KORADO-Bulgaria AD, or rigldsacquire shares and bonds of the Company, and no
such shares, bonds or rights were acquired in 2020.

Rights of the corporate management members to acqei shares and bonds of the Company

There are no plans at group level of KORADO Groop the acquisition of shares or share options by
management or employees, relating to the sharéseoCompany. Rights for the acquisition of bondsheaf
Company have not been granted to any of the meoflibe Management Board and/or Supervisory Board.

Participation of the corporate management membersi other companies

The members of the Management and Supervisory Bododnot participate in entities as unlimited li&pi
shareholders.

The members of the Management and Supervisory Bdaoldl more than 25% of the capital of other esgitias
follows:

Smile OOD
Vitop OOD
Esam OOD
Dike-2003 OOD
Citistroy OOD
Krameks OOD

Ivan Lyaskov

Shares of the Company were neither acquired nosfieered by the Board members in 2020.
Membership in the management board of other entitie

The members of the Management Board and Supervidmayd participate in the management of the foliayvi
entities:

Frantisek Hamacek e Korado a.s. — member of the Management board
Tomas Kollert e Licon Heat s.r.o. — member of the Supervisory board

Contracts with Board members and their related partes

No contracts, which fall beyond the ordinary couré®usiness or significantly deviate from markenditions,
were concluded between members of the ManagememwtiBmd / or Supervisory Board in 2020.
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ADDITIONAL INFORMATION UNDER SECTION 7VA OF APPENDIX 10 TO ORDINANCE 2 OF FSC

1. Information given in value or quantitative terms about the main categories of commodities, products
and/or provided services, with indication of theirshare in the revenues from sales of the Company as
whole and the changes that occurred during the repting fiscal year.

Information is given in the following table:

Finished product

manufactured, Pcs. Finished products sold (without goods)

Amount (BGN

Quantity thousand)
2019 2020 2019 2020 2019 2020

Panel radiators 455,025 428,337 456,753 431,218 37,313 34,499
Steel rail bathroom radiators 87,390 97,415 87,390 97,415 4,147 4,203

2. Information about the revenues allocated by sepate categories of activities, domestic and exterha
markets as well as information about the sources fasupply of materials required for the manufacture of
finished products or the provision of services withindication of the degree of dependence in relatioto
any individual seller or buyer/user

REVENUE in BGN’'000

Net salesrevenue:

1.Finished products 38,702
2.Goods 538
3. Services 49
Total revenue 39,289

Sales revenue by markets:

4 Domestic market — amounting to BGN 1,192 thousaggtesenting 3 %.

4 Export market - amounting to BGN 38,097 thousaegyesenting 97%, including sales amounting to
BGN 27,314 thousand to Korado AS, Czech Republi2% and BGN 4,557 thousand sales to a clientpraék
Pro Instalatii (Romania)— 12%

Total purchases of materials for 2020 amount to BZ2\L.72 thousand. Purchases are concentrated iajd@ m
suppliers, which constitute 68% of total purchadése general suppliers which deliver more thar?d of all
materials are:

v Borcelik Tikaret (Turkey) - BGN 5,834 thousand26r %
v Liberty Galati ( Romania) - BGN 5,233 thousand 4192

3. Information about concluded large transactions ad such of material importance for the Company’s
activity.

In the reporting year of 2020, there were no ldargasactions or such of significant importanceh activity of
the Company.

4. Information about the transactions concluded bateen the Company and related parties during the
reporting period, proposals for conclusion of suchransactions as well as transactions, which are oside
its usual activity or substantially deviate from the market conditions, to which the issuer is a party

During the reporting period, there were no trarieast which are outside the usual activity of thepany, and
proposals for conclusion of such transactions weteaeceived.
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ADDITIONAL INFORMATION UNDER SECTION VA OF APPENDIX 10 TO ORDINANCE 2 OF FSC
(CONTINUED)

4. Information about the transactions concluded bateen the Company and related parties during the
reporting period, proposals for conclusion of suchransactions as well as transactions, which are ositde
its usual activity or substantially deviate from the market conditions, to which the issuer is a party
(Continued)

Besides with the parent company KORADO AS, CzechuRéc, in 2020, the Company had deals with other
related parties as well, such as LICON HEAT, CzBapublic (a 100% subsidiary of KORADO AS, Czech
Republic).

All related party transactions of the Company amectuded on usual market conditions, including, bat
limited to, their price levels. Related party tracisons concluded in 2020 are disclosed in Notetdléhe
financial statements.

5. Information about events and indicators of unusal for the Company nature, having substantial
influence over its operation and the realized revames and expenses incurred; assessment of their indihce
over the results during the current year.

In 2020, there were no events or indicators of ualifor the Company nature.
6. Information about off-balance transactions
Off-balance sheet transactions were not concluad&®20.

7. Information about holdings of the Company, abouits main investments in the country and abroad (in
securities, financial instruments, intangible assstand real estate), as well as the investments iguity
securities outside its economic group and the sows/ways of financing.

At 31 December 2020, KORADO-Bulgaria AD held no r&sain other companies and/or participations in
subsidiaries. Information with regards to the apepliintangible assets and property, plant and eggnp is
disclosed in Note 7 and 8 to the financial statesien

8. Information about the concluded by the Companyn its capacity as borrower, loan contracts with
indication of the terms and conditions thereof, intuding the deadlines for repayment as well as
information on the provided guarantees and assumingf liabilities.

In January 2016, the Company signed a loan coniviatthe parent company KORADO a.s. Czech Republic
and in February the first tranche of BGN 1,174 gend was received. In April 2016, the second trarah
BGN 3,520 thousand was received. The total amoiuthtedloan utilized is BGN 4,694 thousand.

The loan funds are intended mainly to finance tguesition and commissioning of a production lile fube
heating units - steel rail bathroom radiators, #relfirst stage of renovation of production corpuda October
2016 part of the principle amounting to BGN 978usand was paid. At 31 December 2020 the loan altieet
parent company amounted to BGN 3,716 (2019: BGN@&,thousand. The loan is long-term and mature3lon
December 2021.

The agreed interest rate is 1.65 percentage peinidV EURIBOR. Contracts were not concluded and
commitments for provision of guarantees and assiompf liabilities were not taken in 2020.

The parent company has received financing for oed amount of BGN 11,032 thousand (2019: BGN 12,17

thousand) maturing in 2020-2025 years from findndiastitutions with an interest rate of 1M
EURIBOR+1.55%-1.65%, 1M PRIBOR+1.55%.
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ADDITIONAL INFORMATION UNDER SECTION VA OF APPENDIX 10 TO ORDINANCE 2 OF FSC
(CONTINUED)

9. Information about the concluded by the Companyri its capacity as lender, loan contracts, includinghe
provision of guarantees of any type, including to elated persons, with indication of the concrete
conditions there under, including the deadlines forepayment and the purpose for which they have been
granted.

Contracts were not concluded by the Company ircttpacity as a lender and guarantees of any type mar
provided by the Company in 2020.

The parent company has provided financing to Liel@at for the total amount of BGN 2,758 thousandl@0
BGN 3,002 thousand) maturing on 31.12.2022 witlinderest rate of 1 M Pribor +1.65%, to Korado Pal$ér

the total amount of BGN 4,001 thousand (2019: BGB48 thousand) maturing on 31.12.2021 and with an
interest rate of 1.7% and ThermWet BGN 298 thoug20d9: 308 thousand) maturing on 31.12.2021 artld wi
an interest rate of 1M PRIBOR+1.65%.

10. Information on the use of the funds from a newssue of securities carried out during the reported
period.

The Company has not issued new securities in 2020.

11. Analysis of the ratio between the achieved fimaial results reflected in the financial statemenfor the
fiscal year, and previously published forecasts fothese results.

The Company has not published forecasted resul2020.

12. Analysis and assessment of the policy concergithe management of the financial resources with
indication of the possibilities for servicing of tte liabilities, eventual jeopardizes and measures wdh the
issuer has undertaken or is to undertake with a vie to their removal.

In 2020, the Company continued to implement systelyi its financial resource management policy #rahks
to that, it has sufficient funds to meet its ligtlék in 2021. The Company’s management is of thieion that
there are no threats to such current servicingchvigio beyond the ordinary course of the activityerefore,
measures for the removal of such threats are nisaged.

Liquidity ratios are described above.
13. Assessment of the possibilities for realizatioof the investment intentions.
The activity of KORADO-Bulgaria AD is directed prarily towards management of current investments.

The investment funds budgeted for 2020 are destdnfat reconstruction and renovation of the nevaguared
production facilities and terrains.

14. Information about occurred during the reporting period changes in the basic principles for
management of the Company and its economic group.

The base principles for management of the Compadyta economic group have not been changed.

15. Information about the main characteristics of he applied by the Company in the course of
preparation of the financial statements internal catrols system and risk management system.

In the process of preparation of the financialestagnts for 2020, internal control activities inaustocktaking

of inventories carried out once a year and of workrogress carried out on a monthly basis, withregjuired
accounting adjustments according to the inventdsis lexpressed in values. A control on the waste of
inventories is exercised on a monthly basis. Castounted on a quarterly basis. At the end of efiagncial
year, the balances of the Company — receivablespagdbles, are checked-up as well. Financial cbigro
exercised currently by management and on a quarbedis by internal auditors of the parent compeany
accordance with International Internal Audit Staida
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ADDITIONAL INFORMATION UNDER SECTION VA OF APPENDIX 10 TO ORDINANCE 2 OF FSC
(CONTINUED)

16. Information on the changes in the management dnsupervisory bodies during the reporting fiscal
year.

In 2020 year do not have changes in the managesmeinsupervisory bodies and the audit committee.

17. Information on the amount of the remunerations,rewards and/or the benefits of everyone of the
members of the management and control bodies for #éhfiscal year under review, paid by the Company

The remuneration paid to the members of the manageand control bodies are as follows:

. The members of the Management Board include theExe Director, the Chief Accountant and a
non-employee member of the Company, who is an eyaplof the Group. The remuneration they receive for
the performance of their duties as employees a@dadied in Note 16 to the financial statementsyTdre not
remunerated for their role as board members

. Four of the members of the Supervisory Board haeeived remuneration in 2020 and each of them
has received the amount of BGN 23 thousand. Twthefmembers of the Supervisory Board do not receive
remuneration for their role as SB members, as #éneyemployees of the Group.

Unpaid remunerations as at 31 December to 2020 mtmo®BGN 10 thousand.

18. For the public companies — information about th owned by the members of the management and of
the control bodies, procurators and the senior mangement shares of the Company, including the shares
held by anyone of them separately or as a percentoin the shares of each class, as well as provided t
them options on securities of the Company by the tier — type and amount of the securities over whiclthe
options have been set up, price of exercising ofdtoptions, purchase price, if any, and term of theptions.

At 31 December 2020 the Chairman of MB Jiri Rezkileld 180 shares, the member of MB, Silviya Stetan
held 507 shares and the member of SB, Evelina Milte, held 900 shares of the Company.

The other members of the Management and Supenimayds hold no shares or bonds of KORADO-Bulgaria
AD, or rights to acquire shares and bonds of thegany.

19. Information about the known to the Company agrements (including also after the fiscal year closg)
as a result of which changes may occur at a futuréme in the owned percent of shares or bonds by
current shareholders and bondholder.

The Company has no information for such agreements.

20. Information about pending court, administrative or arbitration proceedings relating to the Companys
liabilities or receivables of an amount of at leastlO percent of its equity; if the total amount of he
Company’s liabilities or receivables under all initated proceedings exceeds 10 per cent of its equity
information shall be submitted for each procedure gparately.

As at 31 December 2020, there were no pending cadniinistrative or arbitration proceedings, inviotythe
Company, relating to liabilities of an amount ofesdst 10 percent of its equity.

21. Information about the investor relations direcbr, including telephone and address for correspondee.

The person in charge of investor relations is SaealPetrova Baycheva,
Correspondence address: town of Strazhitsa, 28s@la€el Street
e-mail: snezhana.baycheva@korado.bg, tel. 06165 424

22. Changes in the price of the stocks of the Compga

All shares of the issuer are registered and tradeBlulgarian Stock Exchange — Sofia AD, Premiumnsen.
Number of shares in circulation: 13 168 614.

Issuer: KORADO Bulgaria AD
Stock exchange code: 4KX
ISIN code: BG11LUSTAT13
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ADDITIONAL INFORMATION UNDER SECTION VA OF APPENDIX 10 TO ORDINANCE 2 OF FSC
(CONTINUED)

22. Changes in the price of the stocks of the Compg (Continued)

In the period 01.01.2020 — 31.12.2020 the issue of shares was tradedlaw/$o

Turnover /BGN/ 739,907
Shares transferr 134,953
Number of transactiol 490

According to BSE, the changes in the price of tbenany's shares during 2020 are as follows:

minimum — 4.300 BGN
maximum — 6.500 BGN
average - 5.486 BGN
last — 6.450 BGN

ANANENEN

The following graph shows the movements in thegpatthe Company’s shares in 2020:
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The Company timely submitted to FSC and BSE thteitstey information within the relevant deadlines.

ANALYSIS AND EXPLANATION OF INFORMATION PURSUANT TO APPENDIX 11 TO ORDINANCE
20F FSC

1. Structure of the Company’s capital including thesecurities that have not been admitted to tradingn a
regulated market in the Republic of Bulgaria or andher Member State, with indication of the different
classes of shares, the rights and liabilities atthing to any of the classes of shares and the ponti®f the
total capital which each individual class constitugs.

The share capital of the Company amounts to BGN.6®Bthousand, split into 13,168,614 registered,- non
preference, dematerialized shares with nominalevafBGN 1 each.

All shares of the Company provides equal rightshigir holders. A share gives the right to one viotéhe

General Meeting of Shareholders, right to dividemdl liquidation share proportionate to the shangsinal
value.
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ANALYSIS AND EXPLANATION OF INFORMATION PURSUANT TO APPENDIX 11 TO ORDINANCE
2 OF FSC (CONTINUED)

1. Structure of the Company’s capital including thesecurities that have not been admitted to tradingn a
regulated market in the Republic of Bulgaria or andher Member State, with indication of the different
classes of shares, the rights and liabilities atthing to any of the classes of shares and the ponti@f the
total capital which each individual class constitués. (Continued)

As at 31 December 2020, preference shares weressued by the Company. According to the law ané th
Company’s Articles of Association, the General Niegtof Shareholders of the Company has the exausiv
power to take decisions on their issue.

2. Limitations over the securities transfer, such s limitations for holding of securities or a requirment to
obtain approval of the Company or another shareholdr.

The law and the Articles of Association do not irep@ny restrictions on the holding and / or dispotahares
of the Company. It is not necessary to obtain tom@any’s approval or the approval of any sharehdisuch
holding and / or disposal.

The transfer of shares is registered with the S$tudders Book, kept by Central Depository AD.

Upon transfer of shares and with respect to theidihg the Company complies with all requirementsh
Public Offering of Securities Act in its latest g&m.

3. Information on the direct and indirect holding of 5 or more percent of the voting rights in the
Company’s General Meeting of Shareholders, includig information about the shareholders, the amount
of their holding and the manner in which the sharesre owned.

More than 5 per cent of the shares of the Compaeyhald directly only by the shareholder KORADO. a.s
Czech Republic. This shareholder is registered thiehRegister of the local court Hradec Kralovéstda B,
Batch 1500, Date of entry: 01 September 1996, UBE58843 /according to the system of Czech Repuyblic/
with registered address and address of managem@erth Republic, #sto Ceska TFebova, okres Usti nad
Orlici, ulice Bi Hubalku 869, Postal Code 560 02.

The amount of the shareholding of this sharehaddeat 31 December 2020 includes 10 817 923 sha&% 1b
per cent of the total shares of the Company.

4. Information about the shareholders with speciatontrol rights and description of these rights
There are no shareholders with special controtsigh

5. The control system in exercising the voting righin cases when officials of the Company are alstsi
shareholders and when the control is not exercisetirectly by them.

In the cases when employees of the Company aresd@holders, they should exercise their votigytsi
personally. If the law stipulates that these shalddrs cannot exercise their right to vote whempecHic draft
decision is to be voted by the General Meeting lwdir8holders, then the Chairman of the respectiveetaé
Meeting of Shareholders shall ensure compliancé wiat requirement. The Chairman shall ensure ttat
shares of these shareholders will not be countquhesof the total number of votes, of which thejonigy for
passing a decision is calculated, and shall giveagee to that effect to the vote scrutineers.

6. Limitations over the voting rights, such as limtiations over the voting rights of the shareholdersvith a
given percent or number of votes, deadline for exeising the voting rights or systems whereby with té
Company’s assistance, the financial rights attachim to the shares are separated from the holding of
shares.

The Articles of Association of the Company do novisage any restrictions on the voting right (besithe
restrictions imposed by the law, such as non-esgirgithe right to vote by stakeholders), deadloveekercising
the voting rights or systems, whereby the finandgthts attaching to the shares are separated tienmolding
of shares.
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ANALYSIS AND EXPLANATION OF INFORMATION PURSUANT TO APPENDIX 11 TO ORDINANCE
2 OF FSC (CONTINUED)

6. Limitations over the voting rights, such as limtiations over the voting rights of the shareholdersvith a
given percent or number of votes, deadline for exersing the voting rights or systems whereby with th
Company’s assistance, the financial rights attachip to the shares are separated from the holding of
shares. (Continued)

Votes at the General Meeting of Shareholders asrcesed in person by the shareholder or his/hekypro
through a ballot-paper, which is given to him a& thme of registration for participation in the rtieg. The
ballot-paper specifies the number of votes of eslthreholder according to information provided byiCa
Depository AD. Voting shall be by open ballot, il8¥dor the specific case the shareholders decatdttshould
be by secret ballot.

If the number of shareholders registered for pigition in the meeting requires so, the Companghie to
provide them with a technical device, through whité votes can be exercised electronically, artidmughly
explain to them how to use it. For the avoidancarof doubts, this is a devise for personal votiniip@ meeting
and not electronic means for remote participatiothe meeting within the meaning of Article 115ramgaph 8
— 10 of POSA.

7. Agreements among the shareholders, which are knm to the Company and which may result in
limitations over the transfer of shares or the votig right.

The Company is not aware of and it has not beeifietbbf any agreements among the shareholdershahiay
result in limitations over the transfer of shared/ar the voting rights.

8. The provisions about the appointment and dismiss of the members of the Company’s management
bodies and about introduction of amendments and sygements to the articles of association.

Members of the Supervisory Board are appointeddismiissed by the General Meeting of Shareholderthen
grounds of a decision passed by ordinary majofitye limitations imposed by POSA on the election of
independent members of the Supervisory Board &entmto account. Members of the Management Boeed a
appointed and dismissed by the SB of the Comparth@grounds of a decision passed by ordinary ritgjor

In the interest of clarity and rationality, the pigions of the Company’s Articles of Associatioterant to this
one and the following items, on which grounds dreléffective law, the actions, laid down in thasenss, have
been carried out, are referred to below.

Below are set out the provisions of the ArticlesAaisociation regulating the election of memberghef two
bodies, namely:

Mandate — Articles 67 and 68

Composition — Article 69 — stipulates the geneggluirements to be complied with by the Board member
Independent Board members — Articles 70 and 71

Quorum, Majority and Minutes — Article 72 to Articlr'5

Rights and Obligations, Responsibility —Article to6Article 81

Contracts with Boards Members and Related Partigdiele 82

The special provisions regulating the operationthefSupervisory Board are stipulated in Articl&st8 90, as
follows:

Composition — Articles 83 and 84
Powers — Article 85

Quorum and Majority — Article 86
Operations — Article 87 to Article 89
Report and liability — Article 90
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ANALYSIS AND EXPLANATION OF INFORMATION PURSUANT TO APPENDIX 11 TO ORDINANCE
2 OF FSC (CONTINUED)

8. The provisions about the appointment and dismis of the members of the Company’s management
bodies and about introduction of amendments and sygements to the articles of association. (Continugd

The special provisions regulating the operationthefManagement Board are stipulated in Articles®29, as
follows:

Mandate — Article 91 — 93

Representation — Article 94

Quorum and Majority — Article 9& Article 96
Minutes — Article 97

Operations — Article 98

Responsibility — Article 99

The General Meeting of Shareholders is the bodjuskely competent to amend and supplement thecl&si
of Association of the Company as stipulated inghmvisions of Article 50, paragraph 1, item 1, aodarry out
the activities relating thereto, such as: Holdingn€ral Meetings — Article 51-53, Convocation — @eti54,
Inclusion of items in agenda — Article 55, QuorurArticle 61, Majority — Article 63, Resolutions —rticle 64.

The provisions of Article 50, paragraph 1, itemf4h® Articles of Association regulate the electmfrmembers
of the Supervisory Board in connection with therappd and described above procedure for passirigioes
by the GMS.

9. The powers of the Company’s management bodiesicluding the right to take decisions for the issue
and redemption of shares in the Company.

The General Meeting of Shareholders of the Compasythe following powers:

amends and supplements the Articles of Associatidhe Company;
increases and decreases the capital;
transforms and terminate the Company;
determines the number, elects and dismisses thebersnof the Supervisory Board and determines their
remuneration;
e determines the remuneration of the members of th@dgement Board, including the right to receive a
portion of the Company’s profit, as well as thehtitp acquire shares and bonds of the Company;
appoints and dismisses registered auditors;
approves the Annual Financial Statements after éineycertified by the appointed registered auditors
appoints and dismisses the members of the indepeAdielit Committee;
resolves on the issue of privileged shares and$jond
appoints the liquidators in the event of terminatmf the Company, except for the case terminatipn b
ankruptcy;
releases from liability the members of the SupemnyidBoard and the Management Board of the Company;
approves proposals for the guidelines of the Coryipastevelopment and proposals for long-term and-mid
term business plans;
e approves the reports on the Company’s activityludiog the reports on the financial and the satdicy as
well as the status of its assets;
e approves the distribution of profit proposed by Swpervisory Board;
e approves the transactions, for which POSA requues an approval;
o resolves on all other matters within its competaseording to the law and the Articles of Associati

e e T e o o o

The Supervisory Board of the Company has the foligvpowers:
e appoints and dismisses the members of the Managdsoand;

e supervises the work of the Management Board;
e approves the Rules of Activity of the ManagemenaiBip
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ANALYSIS AND EXPLANATION OF INFORMATION PURSUANT TO APPENDIX 11 TO ORDINANCE 2
OF FSC (CONTINUED)

9. The powers of the Company’s management bodiesicluding the right to take decisions for the issuand
redemption of shares in the Company. (Continued)

e gives prior consent to certain resolutions of thensigement Board;

e reviews and approves the Annual Financial Statesnéiné Report on Activity of the Company and theposal
for distribution of its profit;

e resolves on the disposal of immovable property i Company, including the establishment of liend an
property rights over them;

e approves the annual business plan for the actofithe Company and the budget for the subsequeandial
year;

e approves every transaction of the Company, whichaties from the approved business plan and budgetdre
than 15%;

The Management Board is competent to carry outodimgr activities on the Company’s management, grtes law
stipulates that these activities shall be carrigtchy another body.

10. Significant contracts of the Company which giveise to action, have been amended or terminated éuto
change in the control of the Company upon carryingout of obligatory tender offer and the consequences
thereof, save for the cases when the disclosure sfich information may cause serious damages to the
Company; the exception of the previous sentence dhaot apply in the cases when the Company must dikbse
information by virtue of the law.

The Company has no significant contracts concludédch correspond to the type and nature descriedin,
including giving rise to action upon the occurren€¢hese conditions.

11. Agreements between the Company and its manageméodies or officials for payment of compensation
upon quitting or dismissal without legal grounds © upon termination of the labour relations due to reasons,
related to a tender offer

Agreements between the Company and its managenosli¢sbfor payment of compensation on any reasons,
including those laid down herein, have not beerchated.

FUTURE DEVELOPMENT PERSPECTIVES

Management has set the following goals to be aekliév 2021:

v" Maintenance of the production volumes amid contihmearket stagnation aiming at achieving a positive
financial result;

v' Seeking new partners in order to increase the smiethe Bulgarian market and most of all, of radliat
manufactured by using new technology;

v" Preserving the share of trade in heating unitsherBulgarian market;

v" Maintaining the volume of sales at least at thellechieved in 2020 in the territories in which Kdo-Bulgaria
AD recently conducts its sales (Romania, Francegduy, Ukraine, "?Tunisia and Greece);

v Full utilization of all benefits of the membershipsK ORADO Group.

KORADO-Bulgaria AD strives for high standards is iactivity, aiming to maintain and develop its leegn

positions in the competitive environment in whitlhas chosen to operate. We are committed to taritng to the
sustainable development of society. This requitekirsg a balance between short-term and long-teterests and
taking all economic, environmental and social coesitions into account when making business detssio
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MANAGEMENT’S RESPONSIBILITIES

Management is required by Bulgarian legislation to prepare financial statements each financial year that give a
true and fair view of the financial position of the Company as at the year end and of its financial performance
and its cash-flows for the year then ended in accordance with IFRS, as adopted by EU.

Management confirms that appropriate accounting policies have been used and applied consistently and that
reasonable and prudent judgments and estimates have been used in the preparation of the financial statements for
the period ended 31 December 2020.

Management also confirms that all applicable accounting standards have been followed and that the financial
statements have been prepared on a going concern basis.

Management is responsible for k&epmg proper accounting records for safeguardmg the assets of the Company
and for taking reasonable steps f()l’it‘hq- pre

\'

AL )

JIRI REZNICEK Vl \ \_/
Executive Director 2

)
KORADO-Bulgaria AD 23 /

&
Town of Strazhitsa ==
11 March 2021
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