JEKJAPALINA 3A KOPITOPATUBHO YIIPABJIEHUE
3A2019r.
Ha ,Kopapno - Bearapua® AJl

JonynoanucaHusr,

Hpxn Pxe3nnyex, B KayecTBOTO CH Ha MpPeACTaBIABaL
wKopago - Bwarapus” AJl, npyxecTBo, Y4YpeleHO M
CBLIECTBYBAILO CHIVIACHO 3akoHUTEe Ha Pemy6nuka bwbarapus,
ChC CeJaNHIIE U aapec Ha ynpasieHue B 0611. Benuko TepHOBO,
o6m. Crpaxuua, rp. Crpaxuna 5150, yn. ,I'naacton™ Ne 28,

BOuMcaHO B TBHProBCKHS PpEeTHCTbP KbM ATEHIMS IO
BrnHcBanuATa ¢ EHWK 814190902 (napuyaHo mo-goiy
»ApyxecTBOTO”),

JEKJIAPUPAM CJIEAHOTO:

L CpliHOCT H  NpeAMeT Ha
KOpnopaTHBHO YnpaBJjieHHe

AeKJapauuATa  3a

1. Hacrosiuara aexnapauys 3a KOpIopaTHBHO YMpaBjeHHE
(HapuuaHa mno-mony yJlexnapaumsTa®) € HM3roTBEHa B
CBOTBETCTBHE C M3HCKBAaHHMATA 32 pa3KpUBaHE Ha
uHpopmauus cernacHo Wi 100H, an. 7 1 8 ot 3IIIIIK n
yi 40, an. 1 um 2 or 3akoHa 3a CYETOBOACTBOTO U
NpeAcTaB/iABa HepasJesiHa 4acT OT MOAHIIHMA AOKIaj 3a
peiiHoctta Ha JlpyxectBoTo 3a nepuoja 01.01.2019 r. —
31.12.2019 r. (HapuyaH MO-IONY ,,0TYETHHAT NMEPHOI
»),  Jeknapauusara LEIH NpenocTaBsgHETO Ha
HH(pOpMaLKd OTHOCHO BBBeAeHUTE B JIpyKeCTBOTO Mo-
BHCOKM KpMTEpMH M CTaHgapTd B ofjacTTa Ha
KOPIIOPaTHBHOTO ympaBjeHHe, KOouTo JIpyKecTBOTO
Bb3HaMepsBa Ja mMOAmBpXka W 3a B Obpgeme. B
M3MBJIHEHHE HA 3aKOHOBHTE M3UCKBaHHA JIpYKECTBOTO
nybnukyBa JlexnapanmaTa Ha MHTEPHET CTpaHHWLATa CH
Ha agpec: www.korado.bg.

II. Ilpuabp:kaHe KbM KOJEKC 33 KOPNOPATHBHO
ynpasJieHue
25 Jlpy»kecTBOTO ce PHKOBOAM OT MPHHLMIKTE Ha A0OPOTO

KOpropaTiBHO ynpasneHue. CoriacHo pemeHue Ha YC
na Jlpyxecrsoro, cuutao ot Centemspu 2017 r,
JpyxecTBOTO crnasea 1no enecbobpasHOCT
HauuoHanHua Ko#eKC 3a KOPIOPAaTUBHO YNpaBlEHHE
(HKKY). Karo unen na ['pynata ,JKopano”, To crnassa
BCeKH €IWH W BCHYKM BBTPELIHO-IPYNOBH aKTOBE,
OTHACALIM Ce A0 KOPNOpaTHMBHOTO ynpaBieHue. Tesn
aKTOBE BKJIIOYBAT, OCBEH OCTAHAJINTE, U

(a). TlonuTHKA 3a KIIOYOBUTE NPHHIUIHA Ha
KOPHOPAaTHBHOTO YNPABJICHHUE;

(6). EruueH xonekc; U

(8). [Ilpaeuia 3a HelONMyCKaHe HA KOPYIUHMOHHH
NPAaKTHKH. ‘

IocoueHHTe BETPEILHO-TPYIIOBH aKTOBE ca pa3paboTeHH
B CLOTBETCTBHE C JelicTBamiaTta HOpMaTHBHA ypenba,
paznopenbute Ha ycrasa Ha JlpyxectBoro, HKKY u
NPHHLMIIMTE 33 KOPMOPAaTHBHO  YNpaBjieHWe Ha
Opranusaupara 3a MKOHOMHYECKO CHTPYAHMYECTBO H
passutie. Upes TpUmaraHeTO Ha TE3HW  AKTOBE

CORPORATE GOVERNANCE STATEMENT FOR 2019
OF KORADO - Bulgaria AD

The undersigned,

Jiri Reznicek, in my capacity as a representative of KORADO
— Bulgaria AD, a company, incorporated and existing in
accordance with the laws of the Republic of Bulgaria, with head
office and address of management in Veliko Tarnovo Region,
Strazhitsa Municipality, town of Strazhitsa 5150, 28 Gladstone
Street, registered with the Commercial Register of the Registry
Agency under UIC 814190902 (hereinafter referred to as the
»Company”),

HEREBY DECLARE:

| Substance and subject-matter of the Corporate
Governance Statement

1. This Corporate Governance Statement (hereinafter
referred to as the ,,Statement™) has been prepared in
accordance with Article 100m, paragraphs 7 and 8 of
POSA and Article 40, paragraphs 1 and 2 of the
Accountancy Act and forms an integral part of the annual
management report on the Company’s activity for the
period 01 January 2019 — 31 December 2019 (hereinafter
referred to as the ,Reporting period”). The purpose of
the Statement is to provide information on the higher
criteria and standards implemented by the Company in
the area of corporate governance, which the Company
intends to implement in future as well. In pursuance with
the legal requirements, the Company has published its
Statement on the website at: www.korado.bg.

II.  Compliance with the Code of Corporate Governance

2. The Company is guided by the principles of good
corporate governance. Pursuant to a decision of the
Management Board of the Company, as of September
2017 the Company observes, as appropriate, the National
Corporate Governance Code (hereinafter refetred to as
the ,,NCGC”). Being a member of KORADO Group, the
Company complies with any and all internal corporate
governance regulations. These regulations include,
among 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 developed in
compliance with the effective legislation, the provisions
of the Articles of Association of the Company, NCGC,
and the corporate governance principles of the
Organisation of Economic Cooperation and
Development. By applying these regulations, the



III.

JIpyecTBOTO OCHTYpsiBa B IThJIHA CTENEH CIIA3BAHETO HA
Haii-no0puTe NpakTMKM M CTaHIApTH B cepata Ha
KOPIOPaTUBHOTO YTIPABJIEHHE
JlpyxKecTBOTO  mpWiara  CIENHHUTE
M3HCKBAHUA:
®  3aMMTA NPABATa Ha aKLIMOHEPHTE;
®  OCHIypsABAaHE Ha CNpaBeUIMBO TPETHpaHe Ha
BCHYKH aKUHOHEpH, He3aBHCMMO oT Opos Ha
aKLWKTE, IPHTEIKABAHH OT TAX;
® TMpH3HaBaHe IIpaBaTa Ha 3aUHTEPECOBAHHTE
CTpaHM M HachbpYaBaHe CBHTPYJHHYECTBOTO
Mexay JIpyXKecTBOTO M 3aHHTEPECOBAHHTE
CTpaHH;
® OCHrypsBaHE Ha CBOEBPEMEHHO H TOYHO
paskpuBaHe Ha UHOOpMAaUMs 1O BCHYKH
BBIIPOCH,  CBBP3aHH  C HpyxecTBOTO,
BKJIIOYUTENHO 110 OTHOLIEHHE HA HETOBHTE
(MHAHCOBH  pe3yiTaTH,  HMYLIECTBO H
YNpaBJieHUE;
® ocurypABaHe Ha e(eKTHBEH KOHTPON BBPXY
YNpaBHTEJIHHTE M HAJ30pHH OpraHH Ha
Jlpy’ecTBOTO M  OTYETHOCTTA MM  Ipej
aKLMOHEepHUTE.
[Tpunarasero Ha craHzapTHTe 3a AOOPO KOPNOPATHBHO
yIpaBjieHHe Ce OCBIIECTBABA Ha NpPUHLMNA ,, cHa3sai
unu obsacuneaii”. ToBa H3UCKBA B CITyyali HA OTKIOHEHHE
OT CTaHJApTHUTe KOPIIOPATHBHOTO pPBKOBOACTBO HA
I[py}l(ccmom Ja HM3ACHABA TpPHYHMHHUTE 3a TOBa
OTKIIOHEHMe M na ru omoBecTsaBa. IIpes OruerTHus
ITepron He ca H3BECTHHM JOIMYCHATH OTKJIOHEHHMA M HE ca
HallMLEe HHAUKALKH 32 Bb3MOXKHH OTKJIOHEHHS,

3abJIKHTCITHA

B rmonmbiHeHMEe KbM TOCOYEHHTE BBTPELIHO-TPYIOBH
akToBe B JIpyxecTBOTO ca paspaboTeHu M e(EeKTHBHO
JeHCTBAIlM  CJIEHUTE TOJNMTHKM M  JOKYMEHTH,
OTHACHILH ce 10 KOPIIOPAaTHBHOTO YTpaBJieHHe:

(a). IlpaBuna 3a gelHOCTTA HA YNPABUTEHHUSA CHBET U
HaA30pHUA ChBET (HapHUaHHU [0-0TY CHOTBETHO
”yc” H ”HC”);

(6). Cucremu 3a BETpeIeH KOHTPOJ, YNPaBIeHUE Ha
pHcka U GUHAHCOBO-MH(OPMALIMOHHA CHCTEMA;

(). IlonuTmKa Ha BE3HATPAXKAEHUATA HA YIEHOBETE
Ha YCu HC; n

(r). Tlomuruxa Ha MHOrooGpa3sme 10 OTHOLIEHHE Ha
PBKOBOJIHUTE, YIPABHTEIIHUTE M HAJ30pHHTE
oprauu B JIpy»ecTBOTO.

IIpe3 OTueTHHS NMEPHOA HE € NOMYCKAHO KaKBOTO H ja
6uno OTKIIOHCHHE oT H3HCKBaHHATA Ha TE3IH
IpY’KeCTBEHH aKTOBE,

B JlpyxecTBOTO € BHEIpeHa CHCTEMA 3a YNpaBJieHHe Ha
kayectBoTo ISO 9001:2015, kosATO rapantupa Bce Io-
nobpo KayecTBO Upe3 HENpeKbCHATO MOmoOpsBaHe Ha
YNPaBJIEeHHETO Ha MPOIIECHTE.

Cucrema 3a BETpPeLIEH KOHTPOJI

B JlpyxecTBOTO € M3rpajieHa W pelicTBa cHCcTeMa 3a

Company ensures full compliance with corporate
governance best practices and standards.

The Company applies
requirements:

e  protection of shareholders' rights;

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

e recognition of stakeholders' rights and
promotion of cooperation between the Company
and stakeholders;

e ensuring timely and accurate disclosure of
information on all matters relating to the
Company, including with regard to its financial
performance, property and management;

e ensuring effective control of Company's
management and supervisory bodies and
reporting to shareholders.

the following mandatory

Good corporate governance standards are applied based
on the principle “comply or explain”. This requires that
in case of deviation from the standards the corporate
management of the Company to explain the reasons for
the deviation and to disclose them. During the reporting
period, there were no deviations or indications of
possible deviations.

In addition to the above internal regulations, the
Company has developed and operate effectively the
following corporate governance policies and documents:

(a).  Rules of Activity of the Management Board and
the Supervisory Board (hereinafter referred to as
»MB” and ,,SB”, respectively);

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

(c). Remuneration policy applicable to the members
of MB and SB; and

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

During the Reporting period, there were no deviations from the
requirements of these company regulations.

The Company has implemented a Quality Management
System according to ISO 9001:2015 system standard.
The system guarantees a much better quality through the
continuous improvement of process management.

Internal control system

The Company has developed and implemented an



BBTpeIIeH KOHTposl. OnepatHBHaTa JAeHHOCT B TasH
o0nacT ce M3BBpLIBA OT CHELMATU3UPAHO BHTPEINHO-
rpynoeo 3BeHo — Otaen ,BwTpemen omut”, Koiito e
Ch3JafeH B CTPYKTYpaTa Ha Ma)XOPHTapHHA aKLUMOHEp
"Kopamo" a.s., Yemxa Pemybnumka M oOCBINECTBABA
pgeiiHoctTa B rpymata. [leiHocTTa MY ce M3BBpINBA
CBIJIACHO OJHMTEH IUIAH, HM3TrOTBAH Ha IrOJHIIHA 6&33,
KOIiTO ChAbp}Ka OIHCAHHE Ha npcnnmaﬂme OJUTHH
AaHTAXKHMEHTH IO: npemvlcreﬂ OGXBBT, BpeMeEBa pamMka,
OpraHU3aTOpH U yYaCTHHIIM B aHTKUMEHTA; M OYaKBaHH
pesyiTaTd. 3a NpPUIUIOYEHHA OJUTEH AaHraXHUMEHT
Otaen ,BuTpemen oaut” H3roTes AOKNAl, B KOHTO ce
M3NlaraT HanpaBeHHTe KOHCTATALWM, NPEoKEHUETO
KOPEeKTHBHM MeEpKH M [OCIe/iBalliuTe [OEHHOCTH,
NpeABHJICHH 3a H3BbPIIBAHE CJIE] ONHTA.

Otpnen ,,BprpemieH ofutr” oT4YMTa AEHHOCTTA CH IpEX
oauTHHUA KoMuTeT Ha JlpyxecrBoto. OTuuTaHeTo Ce
H3BBPIUBA TEKYIIO0 HA PEIOBHHUTE M H3BBHPEIHHTE
3aceflaHksg Ha oOAuTHHA KomuTer. OO6oOmieHue Ha
KOHCTATALIMMTE HA OJUTHHUA KOMHUTET OT OTYMTAHETO HA
Otaen ,,BbTpelueH oauT” ce W3BBPIIBA Upe3 €KETOAHHA
IOOKJaj 3a NefiHOCTTa Ha OJWUTHHMA KOMHTET, KOiiTo ce
W3roTBA U npejyiara 3a ogo0penue ot o6moTo cxbpaHue
Ha akuuoHepuTe Ha JIpyxecTBOTO (HApHU4YaHO MO-TOIY
»0C”).

B npoueca Ha ¢uHaHCOBOTO oTuuTaHe 3a OTYETHHA
nepHoa BBTPELIHMAT KOHTPON Ce H3pa3fdsa B
MHBEHTapHU3aLMK / MPOBepKH Ha MaTepHATHMUTE 3amac,
HEe3aBbPLIEHOTO NPOM3BOACTBO M NapHUHUTE CPENCTBa,
KOHMTO Ce NpPaBsAT Ha peryiapeH nepHold (MeceuHO HWIH
Ha Bcsko TpuMeceuHe). KbM kpas Ha BcAka HHaHCOBa
roJiMHa ce W3BBLPUIBA M MHBEHTApH3allUsA Ha pasyeTH -
B3eMaHHs M 3aibJpkeHHs Ha JlpyxectBoTo. Tekyuo ce
U3BLPIIBAT  CYETOBOJHH KOpeKLIMd  CBIJIACHO
OCTONHHOCTEHHTE HHBEHTAPH3ALIMOHHH OTIHCH.

CucreMaTa 3a BBTpeLIeH KOHTPON € OpraHu3HpaHa H
JeiicTBalla 1O HAayuH, KOWHTO Ja rapaHTHpa B
HeoOXoauMaTa CTEMNEH, Ye:

e JlpyxecTBOTO c€ NMpUABLPKA KbM HOPMATHBHHTE
W3HCKBAHHA OTHOCHO CYETOBOJHATA OTYETHOCT,
KaTo Cria3Ba MpUJIOKUMHUTE 3aKOHONATENCTBO U
CUETOBOHH CTAHAAPTH, KATO Mpe3 OTYETHHA
nepuoj  TOBa ca Me)IyHapOIHUTE CTaHAAPTH
3a (DMHAHCOBO OTYHTaHe, NPUETH 3a MpuaaraHe
B EBponelickus cbio3;

e  Cce OCHTypsiBa U MOAABPIKA HEOOXO0UMOTO HUBO
Ha MH(OPMHPAHOCT Ha CHOTBETHHUTE afpecaTH
Ha (uHaHCOBaTa HH(pOPMALMS;

e Cce chasBaT CbHOTBETHHTE H3HCKBAHMA 3a
MpO3pavyHOCT M TBIHOTA Ha (MHAHCOBaTa
vHbOpMauui, KakTO W TpHHUMIA 32
IOOKyMEHTaJIHa 060CHOBAHOCT; H

e ce 3aydrTarT Habop OT OCHOBHH NPHHUMIH OT
JMuara, 3aeTd B obnacTra Ha (HHAaHCOBO-
CYETOBOAHOTO  OTYUTAHE, MEKAY  KOMTO
00EKTHBHOCT, Ge3npUCTPacTHOCT,
HE3aBMCHMOCT M NNPO3Pa4HOCT.

Karto 1o cucremara 3a BHTpEIIeH KOHTPOJ rapaHTHpa
eexkTHBHaTa  OTYETHOCT M  pa3KpUBaHETO  Ha
nHbopMaLua ¢ oriel WAeHTH(UIUpaHE HA PUCKOBETE,

internal control system. The operating activity in this
field is entrusted to a specialist internal group unit —
Internal Audit Department, which is part of the structure
of the majority shareholder, KORADO”, a.s., Czech
Republic, and performs the Group’s activity. The
activities are subject to an audit plan prepared annually,
which contains a description of the envisaged audit
engagements in terms of: scope, duration, promoters and
participants in the engagement; and estimated results.
The Internal Audit Department prepares a report on the
completed audit engagement, which contains the main
findings, proposed corrective measures and the
subsequent activities to be carried out after the audit
completion.

The Internal Audit Department reports on its activity to
the Audit Committee of the Company. The summarized
findings of the Audit Committee from the reporting of
the Internal Audit Department are included in the annual
report on the activity of the Audit Committee, which is
prepared and submitted to the General Meeting of
Shareholders of the Company for approval (hereinafter
referred to as the ,,GMS”).

In the process of financial reporting for the Reporting
period, the internal control takes the form of stocktaking
/ check-ups of inventories, work in progress, and cash,
which are carried out regularly (on a monthly or
quarterly basis). At the end of every financial year, the
balances of the Company — receivables and payables, are
checked-up as well. Accounting adjustments are made
currently, according to the inventory lists expressed in
values.

The internal control system has been organised and
implemented in such a way as to ensure, to the extent
necessary, that:

e The Company adheres to the statutory
accounting  requirements, observing the
applicable legislation and accounting standards,
and during the reporting period these are the
International Financial Reporting Standards
adopted for implementation in the European
Union;

e the necessary level of awareness of the relevant
addressees of financial information is ensured
and maintained;

e the relevant transparency and completeness
requirements of financial information and the
principle of documentary reasoning are
complied with; and

e a set of basic principles are respected by
persons engaged in financial accounting,
including objectivity, impartiality,
independence and transparency.

In general, the internal control system ensures efficient
reporting and disclosure of information in view of
identifying the risks inherent to the Company’s activity.
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CBITBTCTBAIIM AciiHOCTTA Ha JlpykecTBOTO.
Cucrema 3a ynpaBJieHue Ha pHcKa

B JlpyecTBOTO € M3rpajieHa W JelicTBa CHCTEMa 3a
ynpaejierue Ha pucka. OnepaTuBHaTa HeHHOCT B Tasu
ofnacT ce M3BBPIIBA OT CHELMATM3UPAHO BELTPEIIHO-
rpynoeo 3seHo — Otaen ,,YnpasneHue Ha pucka” KoHTo
€ CBh3JaJieH B CTPYKTypaTa Ha Ma)KOPHTapHHA aKLHOHEp
"Kopano" as., Yemka PemyGnuka M ochbliecTBsBa
IeiiHoctTa B rpynara, JleffHOCTTa MY ce CBbCTOM B
HICHTH(HUMpaHe, M3MEpBaHE M OLEHKAa Ha pHCKa
chITbTCTBAMI AeiiHocTTa Ha JIpyxecTBoTo. Ta rapantupa
¥ e(ekTHBHOTO (yHKUHOHHMpaHe Ha JeliHocTHTE MO
OTYETHOCT M pasKpWBaHe Ha HHpopMaums, 3a
H3BBpLIEHHTEe NeiicTBus HanpasneHue ,,Yrpasienue Ha
pucka” H3roTBA JNOKNaj 3a OIEHKA H CBHINO OTYHUTA
NeWHOCTTa CH NpeJ OJAMTHMA KOMHTET TEKYLI0 Ha
PEAOBHHTE M M3BBHPEAHHTE My 3aceanusd. O6obuieHne
Ha KOHCTaTalLMUTE HA OJMTHHA KOMHTET OT OTYMTAHETO
Ha HamnpaBJICHHETO Ce HM3BBpIIBA Ype3 eXEerogHusa
AoKJaz 3a IeiiHOCTTa Ha OJUTHUA KOMHTET,

IIpy B3eMaHe HAa CBOMTE HHBECTMUMOHHH peIIEHUA
KOPIOPaTHBHOTO PBHKOBOJACTBO Ha JIPY)KECTBOTO IIENH
NOBHIIABAHE HAa  ONepauMoHHaTa M ()HHAHCOBA
YCTOWYHBOCT Ha JIpy:KecTBOTO, KAKTO M IIOCTHTaHE Ha
000CHOBAaHOCT 4pe3 pe3yNTaTH OT MPOBENEHH AHATH3H
Ha TEKYIIH U 6bAEIH PUCKOBE.

CueraB H QyHKIHOHHpPaHe HA AAMHHHCTPATHBHHTE,
YNpPaBHTEJHHTE H HAJ30PHHTE OPraHH H KOMHTETH

JlpyecTBOTO  HMMa  ABYCTENEHHA  CHCTEMa  Ha
yOpaBlieHHe NMpH CTPHKTHO ClIa3BaHe Ha MPUHLMIIHTE 3a
NPO3payHOCT, HE3aBMCMMOCT M  OTFOBOPHOCT  OT
KOpPIOpaTHBHOTO pbKOBOJACTBO. TasM cHcTeMa BKIIOYBA
CJICIHUTE OpTaHH;

e HC, xofito ce cecTou OT 6 (1IecTHMa) YieHoBe,
BKJIIOYHMTE/IHO HE3aBHCHMH YJIEHOBE CBIVIACHO
H3MCKBAaHETO Ha Wi, 1164, an. 2 ot 3IIIILK. HC
IelicTBa B CBOTBETCTBHE C YCTaBa Ha
HApyxecteoro u IlpaBunara 3a aeliHOCTTa Ha
HC.

e VC, xoiiTo ce chcTou oT 3 (TpuMa) uieHOBeE.
VC peiictBa B CHOTBETCTBHE C yCTaBa Ha
HpyxectBoto u IlpaBunara 3a meifnocTra Ha
YC.

ITepconanuusT cheraB Ha HC u VC e ctpykTypHpaH no
HauWH, KoiiTo Ja rapaHTHpa npodecHOHaNH3Ma,
0e3npuCcTPacTHOCTTA M HE3aBHCHMOCTTA Ha PELICHHATA 1
HeHCTBHMATA HAa TEXHMTE 4YIEHOBE BbB BpB3KA C
YNPaBJA€HHETO M KOHTpPONA BBPXY YNPABIEHHETO Ha
HpysxecTBoTO,

VC u HC ocurypsBaT HamiexxHO pasjeleHHe Ha
(yHKUMHUTE ¥ OTrOBOPHOCTHTE HA CBOHMTE 4JICHOBE, NPH
ClIa3sBaHe Ha MNpHHIHNA 3a paBHH IpaB H CBIJIACHO
3aKOHOBHMTE M3HCKBaHMA, KaKTO U e()eKTHBHO yyacTHe B
ynpapjieHHeTo Ha JIpyXecTBOTO B CHOTBETCTBHE C
HHTEPECHTE U MpaBaTa Ha aKLHOHEPUTeE,
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Risk management system

The Company has developed and implemented a risk
management system. The operating activity in this field
is entrusted to a specialist internal group unit — Risk
Management Department, which is part of the structure
of the majority shareholder, KORADO”, a.s., Czech
Republic, and performs the Group’s activity.

The activity consists of identification, measurement and
assessment of risks inherent to the Company’s
operations. It shall also ensure the effective functioning
of the reporting and disclosure activities, The Risk
Management Division prepares a report on the
assessment and reports on its activity to the Audit
Committee at its regular and extraordinary meetings. The
summarized findings of the Audit Committee from the
reporting of the Division are included in the annual
report on the activity of the Audit Committee.

In making its investment decision the corporate
management of the Company aims at improving the
operational and financial stability of the Company, and
achieving a validity by employing the results of current
and future risk analyses.

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

The Company has a two-tier system of governance and
strictly adheres to the principles of transparency and
liability of the corporate management. This system
includes the following bodies:

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

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

The SB and MB are structured in a way that guarantees
the professionalism, impartiality and independence of the
decisions and actions of their members in relation to the
governance and control of the management of the
Company.

The MB and SB ensure a proper segregation of the
functions and responsibilities of their members, subject
to the principle of equal right and under the legal
requirements, as well as effective participation in the
management of the Company in accordance with the
interests and rights of shareholders.
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H360psT Ha wieHosere Ha YC 1 HC ce ochlnecTesaBa mo
npo3padeH HA4YHMH, KaTO C€ MNPEeAOoCTaBs CBOEBPEMEHHO
uHpopMaLUKi B HocTaTbieH 06eM OTHOCHO JNHYHHTE H
npo)eCHOHAIHKM KauecTBa Ha BCEKH KaHAMAAT 3a 4JIeH
Ha CbBET, C wen ofe3meuaBaHe B3EMaHETO Ha
uHpOPMHUpAHO pelleHHe OT CLOTBETHMA KOMIETEHTEH
oprad Ha JIpy»ecTBOTO.

Ipu npejnioxeHue 3a U3GOp Ha HOB WIEH HAa ChBET Ce
Cra3BaT MPUHLMIMTE 32 CbOTBETCTBHE M KOMIIETEHTHOCT
Ha KaHOHIOATHTE ¢ €CTeCTBOTO Ha JeiHOcTTa Ha
JpyxecTBOTO, KaKTO M C €CTECTBOTO HA BB3JNIOKEHHUTE
(GYHKUMH WK PaBOMOLIMS,

Unenoere Ha YC u HC na JlpyxecTBOTO HMaT
HeoOxoauMara KBanuukanusd, 3HAHWA M ONUT 3a Ja
HM3ITBbJIHABAT HAJICHAKHO, NPH CIIa3BaAHETO Ha Hal-BHCOKH
npodeCHOHAIHU  CTAHJAPTH  CBOMTE  3aABJ/DKEHHS.
JpyxecTBOTO CTHMYJIHpa MOBHIIIABAHE Ha
kBanuukauuara Ha wieHosere Ha YC u HC, xaro npu
u3bupaHe Ha HOB 4JleH, ChINUAT OKMBAa 3amMo3HaBaH C
wocTHata  AeiiHoct Ha  JIpyXKecTBOTO, HErOBOTO
¢uHAHCOBO CHCTOSAHME M C OCHOBHHTE NPABHH aCIEKTH,
CBBpP3aHA C M3BBPIIBAHHTE OT HEro CTOMAHCKH
OoInepaiuH.

YneHosere Ha YC u HC ca pibixHM Jia TonaraT BCHYKH
YCHJINA ¢ LeN u30ArpaHe M HeIOMyCKaHe Ha pealieH Wi
MOTEHUMaNeH KOHQJIMKT Ha HWHTEPECH, KaTO OCBEH
Opyroto, ca JUIKHM He3a6aBHO Ja pasKpuBaT
BB3HHKHAJ KOH(IMKT HAa MHTEPECH M Ja OCHIypsBaT Ha
aKuHOHepuTe MHGOpMalMA OTHOCHO CHENKM MEXIY
Jpy>XKecTBOTO W YJieH Ha CbBET WIH CBBP3aHH C HETO
maua. Ilpouenypara 3a u3bArsaHe M pasKpUBaHE Ha
KOH(IMKTH Ha HHTEPECH € PerjaMeHTHpaHa B aKTOBETE,
TOCOYEHHM B T. 2-4 ot Jlexnapauusara.

Ynenoeere Ha YC u HC cnenpa na uM3mbiHABAT
3aQb/DKEHHATa CH C TpHXkaTa Ha A0OpHA THProBell I
HaYHH, KOMTO MOTHBHPAHO CMATAT, Y€ € B MHTEPEC Ha
BCHUKH aKIMOHepHU Ha J[py)KeCTBOTO M J1a MPEeAIoYHTaT
HHTepecuTe Ha J[py)KeCTBOTO U Ha aKLUOHepHuTe ¥ / WK
HHBECTHTOpUTE B JIpy)>XeCTBOTO MpeJ CBOWTE COOCTBEHH
untepecu. Unenopere Ha YC u HC ce crpemar na
H36ArBaT NPAK MM KOCBEH KOH(MJIMKT Ha HHTEPECH
MEJXIy CBOS HHTEpeC W HHTepeca Ha JIpy»KecTBOTO, a aKo
TaKkbB KOH(IHUKT BB3HHKHE CBOEBPEMEHHO M IIBJIHO IO
paskpMBaT NHUCMEHO npea CbhOTBETHHA OpraH H He
yJyacTBaT, KaKTO H HE OKa3BaT BJIHAHHC BBPXY
ocrananure wieHope Ha HC, pecnektuBHo YC mpu
B3EMaHETO Ha PElleHHsA B TE3H CIydaH.

UneHoete Ha YC m HC ca mnwmxHH Ja nasdar
ThproBekute TalinM Ha  JIpyecTBOTO KaTo He
pasnpocTpaHABaT Hermy6nuuHa HH(popManus,
BIJTIOYHMTENIHO M CJIe]| KaTO MpecTaHaT Jia ObJaT WieHoBe
Ha CHOTBETHHSA CHBET, 10 MyOIHYHOTO ONOBECTABAHE HA
CBOTBETHHTE 0OCTOATENCTBA OT APYIKECTBOTO,

B u3nbiHeHHe M3UCKBaHETO Ha 4i.11406, an. 1 ot 3akoHa
3a myOJIMYHO Npe/Jiarane Ha IEHHH KHWKa YIEHOBETE Ha
YC u HC ca mrexHH Ja J€KIapHpaT mpej
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The members of the MB and SB are elected in a
transparent manner, providing timely information in
sufficient capacity on the personal and professional
qualities of each candidate for a member of the Board in
order to ensure that the relevant competent body of the
Company will make an informed decision.

If a proposal for the election of a new member of the
Board is made, the principles of compliance and
competence of applicants with the nature of the
Company's activities and the nature of the functions
and/or powers assigned are respected.

The members of the MB and SB of the Company have
the necessary qualifications, knowledge and experience
to perform properly, in compliance with the highest
professional standards, their obligations. The Company
stimulates the qualification of the members of the MB
and SB, and when a new member is to be elected, he/she
is acquainted with the Company's overall activity, its
financial performance and the main legal aspects related
to business operations.

In their activity, the members of SB and MB apply the
principle of avoidance and prevention of any real or
potential conflicts of interest. Moreover, they are obliged
to immediately disclose a conflict of interest and to
provide shareholders with information about transactions
between Company and a Board member or his/her
related parties. The policy for the avoidance and
disclosure of conflicts of interest is governed by the
regulations enumerated in clauses 2 - 4 of the Statement.

The members of the MB and SB should fulfil their
obligations with the care of responsible merchantship, in
a manner that they believe is in the interest of all
shareholders of the Company, and to prefer the interests
of the Company and shareholders and/or investors in the
Company to their own interests. The members of the MB
and SB should avoid direct or indirect conflicts between
their own interest and the interest of the Company or,
should any such conflicts arise, to disclose the said
conflicts promptly and fully in writing to the competent
body and not participating nor exerting influence on the
rest of the members of the SB, and respectively the MB,
in decision-making in such cases.

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

In compliance with the requirements of article 114b,
paragraph 1 of the Public Offering of Securities Act, the
members of the MB and SB are obligated to disclose to
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Hpyxectsoro, Komucuara 3a (uHAHCOB Ham3op M
Boarapckata ¢onnosa Gopca — Codus uHpopmarms
OTHOCHO:

®  JOPHAMYECKHUTE JIMIA, B KOUTO NPUTENKABAT MPSKO
WM HENpAKO MoHe 25 Ha CTO OT IJIaCOBETE B
obmoTo chbpaHMe WIH BBPXY KOHTO HMAT

KOHTpOIL;
®  OpHIMYECKHTE JIALA, B YMUTO YIPABHUTENHH HIH
KOHTPOJIHM  OpraHd  y4acTBaT, MM YHHUTO

TIPOKYPHCTH Ca;

®  H3BECTHHTE UM HACTOAWM M OBAEINM CAENKH, 32
KOMTO CHUMTAaT, 4eé MOraT ja ObJaT NpusHard 3a
3aHHTEPECOBAHH JIUIA,

YC u HC ce cBuKBa Ha pefioBHM 3aceNaHus Hali-Maiko
BeJIHb Ha Tpu Mecena, ITpy cnasBaHe M3MCKBAHMATA HA
3aKoHa M ycrasa Ha Jlpyxectsoro YC u HC Morar ga
B3€MAaT H HENPUCLCTBEHH PELIEHHUA

3a Beumuku pemenus Ha YC u HC ce cheraBar
TIPOTOKOJIH, KOMTO €€ TOANMCBAT OT YIEHOBETE Ha
CbOTBETHHA CBBET, KOMTO ca TNPHUCHCTBANH Ha
3aceflaHHeTo  (IpH  B3EMAHETO HA  NPHCHCTBEHH
PElIeHHs), pPEeCNeKTMBHO OT BCHYKH 4JIEHOBE Ha
CBOTBETHHA CHBET (NPH HENPUCHCTBEHH pelieHus).
[TpoTokonuTe ce BOAAT M CHXPAHABAT OT AMPEKTOpa 3a
"Bpw3ku ¢ mHBecTHTOpuTe" Ha JIpy:KECTBOTO, KOWTO
OTroBaps 3a TAXHATA BAPHOCT M ITBJIHOTA,

Ilporokonmute oT 3acenanmara Ha VYC u  HC
npejcraBnsgBaT  Thprocka  TaiiHa, Pakth u
obcrosTencTea OT TAX MoraT ma Obaar myGnvKyBaHH,
ONOBECTEHM WM NOBEXKAAHH IO KaKbBTO M na Ouio
HAa4YMH [0 3HAHWETO Ha TPETH JIMLA /U3BBH YJIEHOBETE Ha
HC/, envHCTBEHO B H3MBJIHEHHE HA 3aKOHOBO M3UCKBAHE
uiH no pemenye Ha YC, pecnexrusro HC.

HC uma npaBo ga ymbIHOMOIIM €IHH WIH BCEKH OT
CBOMTE 4YIEHOBE Ja yyacTBa B 3acefiaHMA Ha YC Ha
HpyxecTBOTO, KaTo  MONy4aBa  MaTEpUaAIH U
uH(popMaLys, HAEHTHYHA ¢ Ta3d Ha wieHoBeTe Ha YC.
HC wuma mpaBo mo Bcsako Bpeme aa moucka ot YC ga
NpeNCcTaBH CBENEHMA WIM JOKIaj IO BCEKH BBIIPOC,
koiito 3acara Jlpyxectsoro. HC, Haii-Manko BeHbXK Ha
TpH Mecela, u3cnyisa aoknaj Ha YC 3a pmeifHocTTa Ha
HpyxecTBOTO.

Ynexosete Ha YC 1 HC ca 1bXHM B 7-IHEBEH CPOK OT
130HpaHeTO CM Ja BHECAT rapaHIUMs 3a YNpPaBJIEHHETO,
PasmMepsT Ha rapaHuusta ce omnpeaeas oT o06IOTO
cbbpaHie Ha aKUOHEPUTE U HE MOXeE Na Gble Mo-ManbK
or  3-MeceuyHoTo OpyTHO  BB3HArpaxAcHHE  Ha
CbOTBETHHA 4JieH Ha YC, pecnektusHo HC.

Kato crneumanusupan sagbikuTeneH 3a JIpy)ecTBOTO
opraH JeicTBa OaMTeH KOMHTET, 3a KOHTO ca
paspaloTenu npasmna 3a paGota u rpadguk Ha aeitHocrt.
HeitHocTTa My € HacoyeHa KbM IIOBHIIABAHETO
e(eKTHBHOCTTA Ha MpoLECHTE 33 (PHHAHCOBO OTYHTAHE,
Ha CHCTEMHTe 3a BTPEIIEH KOHTPOJI 1 3a YIpaBJieHHe Ha
pucka. OAUTHHAT KOMMTET TIPaBH  MOTHBHPAHO
npepnoxenre 10 OC 3a u360p Ha BBHILEH OAUTOpP U
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the Company, as well as to the Financial Supervision
Commission Bulgarian Stock Exchange - Sofia,
information regarding:

e the legal persons wherein the said persons hold,
directly or indirectly, at least 25 per cent of the
votes in the General Meeting or which the said
persons control;

e the legal persons whereof the said persons are
members of the management bodies or supervisory
bodies or managerial agents;

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

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

Minutes shall be drawn up for all decisions of the MB
and SB, which shall be signed by the members of the
relevant board who have attended the meeting (in the
case of resolutions attended), respectively by all
members of the relevant board (in case of resolutions
non-attended). The minutes shall be recorded and kept
by the Investors Relation Director of the Company, who
is responsible for their accuracy and completeness.

The minutes of MB and SB meetings shall constitute a
commercial secret. Facts and circumstances thereof may
be published, disclosed or presented in any way to the
knowledge of third parties/outside the members of the
SB only in compliance with a statutory requirement or
by a decision of the MB and respectively, of the SB.

The SB shall be entitled to authorise one or more of its
members to participate in meetings of the MB of the
Company, and to receive materials and information
identical to that of the members of the MB, The SB may
at any time ask the MB to provide information or report
on any matter affecting the Company. The SB, at least
once every three months, listens to a report of the MB on
the Company's activities.

The members of the MB and SB are obliged to lodge a
security guarantee within seven days of their election.
The amount of the guarantee is determined by the
General Meeting of Shareholders and may not be less
than the 3-month gross remuneration of the relevant
member of the MB, respectively the SB.

The Audit Committee is a specialised, mandatory for the
Company body, which has its own operational rules and
work schedule. Its activity is directed towards improving
effectiveness of financial reporting processes, internal
control systems and risk management. The Audit
Committee makes a substantiated proposal to the
General Meeting of Shareholders for the election of an
external auditor and monitors the independent financial
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HabmozaBa  HE3aBHCMMMAT  (MHAHCOB  OMHT B
HpyxecTBOTO.

Kem 31.12.2019 r. OuTHHAT KOMHMTET CE€ CBCTOM OT 28,
TpHMa JIyIIN.

audit of the Company.

The Audit Committee at 31 December 2019 consists of
three persons.





















