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Dear Shareholders,

As a Chairman of the Management Board of KORADOegRti AD it is a pleasure for me to announce that
2019 was prosperous for the Company. KORADO-BULGARhded 2019 with net profit amounting to BGN
4,262 thousand, despite difficult economic cowodisi and constantly rising prices of basic matensksd in
production. These results show sustainability ie trevelopment of the Company and a growing tremd fo
continuous improvement.

We are experiencing very tough competition from
foreign producers but despite of it we have indreas
interest of our new products and energy effectives|
which are of higher demand. Our major goal is tegke
our market share in the panel radiators segmenthnisi
our core production. Our tubular radiators are of
increasing interest due to their high quality antreame
variety of design options.

In accordance with the approved Employee Share
Ownership Project, at the end of 2019, Korado —
Bulgaria AD transferred to qualifying employeestbé Company, who met the terms and conditions ef th
Project, a total of 11,055 shares of the CompaffierAuch transfer was completed, from the tota0Q@ shares

of the Company, which were bought-back for the peg of implementing the Project, at the Company
remained 945 shares.

On 18 December 2019, the Company sold back theingmashares, where the purchaser of such reveise s
was the shareholder, which originally sold sharethe buy-back procedure, and the price of theeshar the
reverse sale was equal to the price of the sharetheé buy-back. By that the Company completed the
implementation of the Project, whose objectivesenashieved in full.

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

high professionalism, have made our company prosigeand we can say that the quality of the prodwets
offer, investing in new technologies and qualitgnfres are prerequisites that KORADO-Bulgaria AD Ineeo
one of the top 10 manufacturers of radiators inweld, 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 statemergoa
31 December 2019 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 (N 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 addieshe
Republic of Bulgaria, Veliko Tarnovo Region, Striagh Municipality 5150, 28 Gladstone Street.

The main scope of activity of the Company includesnufacture and sale of heating equipment, domasti
foreign trade in all their varieties, domestic amtgrnational transport, representation and agehlog. Company
may perform also any other types of activities prahibited by the laws of the Republic of Bulgaria.

The Company has no branches registered in the rgoamnd abroad.

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

In 2019, the Company’s clients are mostly from Ehgopean market. The biggest share of sales istedgo
KORADO AS Czech Republidhe ,parent company.

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

RESEARCH AND DEVELOPMENT ACTIVITIES

In the area of research and development actiVigy,mhost important part is the continuing fruitfollaboration

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

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

ANALYSISOF THE OPERATING RESULTS

Manufacture

In 2019, the Company manufactured 455,025 watdirtgepanel radiators. Marketing activities of thenpany
aim at preserving the share on the existing marletd further developing production. The radiators
manufactured in 2019, as also in the previous y&a?918 and 2017, are shown in the table and goapdw:

| Quarter Il Quarter Il Quarter IV Quarter Total
2017 110 416 121 328 121 231 107 594 460 569
2018 111 268 110 349 131 370 114 510 467 497

2019 95 294 119 537 127 553 112 641 455 025
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The tubular radiators manufactured in 2019 as mishe previous years of 2018 and 2017, are showthe
table and graph below:

| Quarter Il Quarter Il Quarter IV Quarter Total
2017 25520 37 320 24 570 - 87 410
2018 23430 16 750 23 450 20 170 83 800
2019 24 710 22 340 20 970 19 370 87 390
40000 -
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SALES

As of 31 December 2019, the major trading partioérthe company are KORADO a.s. and companies in the
European market

Total sales
In 2019, the sales of Korado-Bulgaria AD amours$d,169 units.

The Bulgarian market
The sales in the territory of the country amour@, @75, or about 1.8% of total sales.

I nternational markets

To EU partners there have been sold 460,608 pad&tors and tubular radiators, and to countrid¢side the
EU 80,586 units.
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The sales of self-manufactured heating units anadggurchased from KORADO Group in 2019 and the
previous years of 2018 and 2017 are shown in thaWfong table and graph:

Period Units EU Bulgaria Other Total
I - XIl. 2017 pieces 491 487 15 946 48 314 555 747
I - XIl. 2018 pieces 507 044 10532 29 562 547 138
| - XIl. 2019 pieces 460 608 9 975 80 586 551 169
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The following table illustrates the number of tudoudnd designer heating units sold in 2019 andipuev2018
and 2017:

Period Units EU Bulgaria Total

I — XIl. 2017 pieces 87 410 2776 90 186

I —XIl. 2018 pieces 83 800 2225 86 025
| —XII. 2019 pieces 87 566 2133 89 699
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The trade relationships between KORADO-Bulgaria & the companies from the economic group are on
equal trade footing and no preferences or reliefpeovided on the basis that they are relatedgsart
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Operating expenses
The structure of operating expenses of the Compeasy not changed considerably in 2018 comparedéeo th

previous year.

Comprehensiveincome
The Company’s Comprehensive incorftg 2019 is a profit after taxes amounting to BGN62 thousand

(2018: BGN 5,254 thousand).

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

The Comprehensive inconfier the last three years is shown in the followiable:

Comprehensive income (BGN’000) |

2017 4,778

2018 5,254

2019 4,262
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 15.77 % 2 076 636 2 076 636
Individuals 2.08 % 274 055 274 055
TOTAL 100 % 13 168 614 13 168 614

At 31 December 2019 the Company held no shardwigapital of other companies.

The Company has implemented a Quality Managemeste8yaccording to 1ISO 9001 system standard. The
system guarantees a much better quality througltdh&nuous improvement of process management.piil A
2018 the Company shifted to 1ISO 9001:2015

The Company is committed on environmentally resfi@dehaviour in all aspects of its operations alttivity
complies with the national environmental policyldaling the principles of the EU Directives and attivities
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 ofestls and control measurements of emissions of
pollutants into the air. Since 2013 the Company been using natural gas in the technological
processes and for heating.

Waste waters — periodic measurements of waste svater

Waste — pursuant to the Waste Management Act

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

ANRNEN

All environmental protection activities are supeed by the relevant authorities and certified lgtgrols and
prescriptions.

Human resources

The main human resource processes in 2019 wergtatiréowards improving the qualification of the Guany
staff as the major resource to achieve the stdigttives and to improve effectiveness.

The average number of staff employed by KORADO-Rtily AD as at 31 December 2019 is 245, including 49
women.

Employees with higher education degree - 29, iriolyd 3 women;

Employees with secondary education degree — 18Ridimg 35 women.

Employees with elementary education degree — 2lyding 2 women;

Management positions occupied by women — 2

ANANENEN
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To reach a high level of development of profesdiasidlls and qualification of workers and employges
professional training, language training, partitip@ in professional training courses and semimars/arious
topics were organized in 2019.

The commitment of workers and employees to folld@adily the principles of integrity and morality iheir
relationships and to precisely comply with the lasfsthe countries in which we operate is one of llasic
principles underlying the Code of Ethics of KORABMgaria AD. It is mandatory to follow these priplgs in
the relationships with clients and business pastnes also in personal and business relationsHips.
Company’s management expects and requires all ggpdoat all levels to comply unconditionally witnet
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 eragkes 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 prowerss, including with our own policies, which oftertroduce
requirements not covered by law. All employees atieér persons working in our premises are wellrimfed
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 digpble competition laws and equality in the mark&e adhere
strictly to the laws for the protection of globahrkets from unfair competition.

KORADO-Bulgaria AD will pursue the highest standaid its activity with the aim to maintain and deyein
the long run its positions won in the competitiveviconment, in which it has chosen to operate. e a
committed to the sustainable development of ouretypcThis requires reaching a balance betweent4éon
and long-term interests and reporting of all ecoicprecological and social concerns in taking bussne
solutions.

KORADO-Bulgaria AD acknowledges that its efforts meaintain 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

General liquidity = Current assets / Current liabilities = BGN 148 18ousand / BGN 3,515 thousand 82

Quick liquidity = (Current assets — Inventories) / Current liibdéi = (BGN 14,133 thousand — BGN 7,564
thousand) / 3,515 thousandL;87

Absolute liquidity = Cash and cash equivalents / Current liabiliteBGN 2,932 thousand / BGN 3,515
thousand 9,83

Net working capital = Current assets — Current liabilities = BGN 18 ,1Bousand — BGN 3,515 thousand =
BGN 10,618 thousand

Sales profit margin= Gross profit / Sales revenue = BGN 4,740 thous@@N 42,529 thousand E1%
Return on assets before taxes Pre-tax profit / Total assets = BGN 4,740 thowasABGN 28,485 thousand =

17 %
Return on equity = Comprehensive income / Equity = BGN 4,262 thodsaBGN 20,758 thousand2i1 %

vi
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FINANCIAL RATIOS (CONTINUED)

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

Ratio 2017 2018 2019
Liquidity
General liquidity 4,57 2,57 4,02
Quick liquidity 2,40 1,33 1,87
Absolute liquidity 0,60 0,23 0,83
Net working capital 8,906 9,618 10,618
Profitability
Sales profit margin 12% 13% 11%
Return on assets before taxes 20% 19% 17%
Return on equity 24% 26% 21%
CORPORATE GOVERNANCE

Pursuant to the effective Commercial Act of Bulgaat 31 December 2019 KORADO-Bulgaria AD is atoin
stock company with a two-tier management systerpe&isory Board and Management Board.

Members of the Supervisory Board at 31 Decembe®201
Tomas Kollert — Chairman

Frantisek Hamacek

Eva Voborova

Josef Laska

Ivan Lyaskov

Evelina Miltenova

ogkrwbrE

Members of the Management Board at 31 December:2019
1. Jiri Reznicek — Chairman of MB
2. Silviya Stefanova
3. Jana Havlova

Jiri Reznicek is the Executive Director of the Camp.

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 aigidity risk. Management monitors the overall riskposure and
seeks ways to eliminate any potential negativectffen the financial position of the Company, axldsed in
Note 19 to the financial statements.

EVENTSAFTER THE END OF THE REPORTING PERIOD

Late in 2019 news first emerged from China aboet@®VID-19 (Coronavirus). The situation at year ,ends
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 dlgband its negative impact has gained momentum.
Management considers this outbreak to be a norstiaju post balance sheet event. While this is still
evolving situation at the time of issuing theseafioial statements, to date there hasbiesited impacton the
Company's sales or supply chain, however the futfiexcts cannot be predicted. Management will camito
monitor the potential impact and will take all gqussible to mitigate any effects.

No other events have occurred after the reportatg,dvhich require additional adjustments and/scldsures

in the Company’s financial statements.

Vii
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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 élchievement

of its priority objectives: independence and resiitity of corporate management, protection of tights of
shareholders; ensuring equal treatment of all $ledders (including minority and foreign shareho&jer
ensuring recognition of the rights of any persommcerned 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-Bublgari
AD, as required by law; facilitating strategic mgament of KORADO-Bulgaria AD; efficient control avthe
activities of the Management Board (MB) and Supsmi Board (SB), and their reporting to all stakdbos.

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

of the national economy of the Republic of Bulgaaiad 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 princgs and
provisions of the National Corporate Governance eCddursuant to decision dated 17 February 2010, the
Financial Supervision Commission adopted Nationatp@rate Governance Code that is complied with the
internationally recognized good corporate goverpeastandards.

2. Implementation of the National Corporate Governaice Code

Management of KORADO-Bulgaria AD implements the iNiaél Code of the basis of the principle “comply or
explain”. The observance of this principle is basadhe recommendation of the European Commisgiothe
quality of the reporting in the area of corporat&ernance. The main direction in fulfilling the contments of
the Code was bringing all in-house acts of the Caamgpand its overall activity in accordance with domstantly
changing effective regulations.

All financial statements of the Company are prepare accordance with International Financial Repaort
Standards (IFRS) as adopted by EU and the anndétliawcarried out by an independent auditor touemghe
unbiased and objective assessment of the methpdeparation and presentation of these financiaéstants.
These financial statements are accompanied byledtitivity reports.

MB and SB manage the Company independently andoneggy, in line with the Company’s vision, goals,
strategies and the shareholders’ interests. Thiplesh and monitor the strategic guidance for tpiag the
Company. MB and SB have established a risk managepwdicy and supervise the development and oparati
of an internal control and risk management systdBi.and SB ensure compliance with statutory, reguiaand
contractual obligations of the Company, providedgiines, 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 beenlojeed 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 discloseslaggm information: X3-News platform of Service Fczl
Markets EOOD, owned by Bulgarian Stock ExchangefiaAD.

The members of MB and SB base their actions on asmiprinciples of integrity and managerial and
professional competence, a basis of which is trepi@dl Code of Ethics. MB and SB report to the Galner
Meeting of Shareholders on their activities. Then&al Meeting of Shareholders appoints and disasatige
members of SB in compliance with the law and then@any’'s Articles of Association, by observing the
principles of continuity and stability of the gowérg bodies’ activities. The members of SB aretelgt¢hrough

a transparent procedure, which ensures timely aifficient information on the applicant’s personaida
professional skills. Management contracts complghwhe requirements of the law, constituent act good
professional and management practice, and defsedmpetences, rights and obligations of the mesntie8B
and MB, criteria to apply in determining their remeuation, their obligation to be loyal to the Comypaas also
the grounds for their dismissal.

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

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

to the Company’s operations. It is a constant practo improve the competence and qualificationtted
members of the governing bodies. Consistency ind@i@s to ensure the effective operation of the Gampand
compliance with legal requirements.

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 gouggmpositions. The amount and structure of remuira
of the members of the governing bodies are deternby the General Meeting of Shareholders. Theg iato
account the obligations and contribution of eachmiver, the likelihood of selecting and retaining lfigal and
loyal members, the need to ensure consistency katitee member’s interests and the long-term inteEsthe
Company. The independent members of SB receivel figmuneration. Pursuant to a decision of sharehs|d
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 &)
with the objective to support the long-term busingesals of the Company and to encourage behavi@ir t
facilitates the creation of value for the sharekddd at the same time ensuring competitive remtiner¢hat is
sufficient to attract and retain directors possesshe skills necessary for the successful manageimed
development of the Company. Information on the neenation of the members of the governing bodies is
disclosed in an annual report, a separate docuioetiie annual financial statements of the Compdine
Remuneration Policy and the annual report are pldl on the Company’s website.

MB and SB of KORADO-Bulgaria AD have adopted prasess$ for the avoidance and disclosure of confliéts
interest. These procedure put the members undebiigation to avoid any real or potential confidf interest,

and if necessary, to disclose immediately any @usflof interest and to ensure access for the bbhters to

information about transactions among them and tbegany or their related parties. On the other hamg,

conflict of interest within the Company shall beified to the governing bodies.

Taking into account the specifics of the Compatg 8B has judged that an Audit Committee should be
established. Simultaneously, following the amendsém the law, the Audit Committee was establishgdhe
General Meeting of Shareholders and its composdimth mandate were set. The Audit Committee opemates
its own operational rules and work schedule. Ité/ég is directed towards improving effectivenasfsfinancial
reporting processes, internal control systems @&kdmanagement. The Audit Committee, being guidgdhie
established professional requirements, makes dasilzgded proposal to the General Meeting of Shadshs

for the election of an external auditor. The conmypdmas implemented an internal control system, which
guarantees the effective functioning of the repgrsystems and disclosure of information aimediantifying

the risks inherent to the activity of the Compangy &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 expressdp@iions. They are able to exercise their rightdte at the
General Meeting of Shareholders of the Companytintaepresentatives as well. Rules have been adidgte
the organization and holding of regular and exta@ry General Meetings of Shareholders, which gize
equal treatment for all shareholders and the rijreach 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 teadgal
Meeting of Shareholders, but do not envisage ailpitissfor remote presence through technical degi@as 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 tlen&al Meeting of Shareholders are specific anar cnd do
not mislead the shareholders. All proposals on megoporate events are presented as separate ajemia
including the proposal for profit distribution.
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INFORMATION ON THE PERFORMANCE OF THE RPOGRAM FOR IMPLEMENTATION OF THE
INTERNATIONALLY RECOGNISED GOOD CORPORATE GOVERNANCE  STANDARDS
(CONTINUED)

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

KORADO-Bulgaria AD has approved a policy and systemdisclosure of information in compliance wittet
legal requirements. It guarantees equality of tiiermation addressees (shareholders, stakeholideestment
society) and prevents abuses in the form of insitk&ling. The system for disclosure of informatensures
complete, timely, true and understandable inforomatiwhich enables objective and informed decisiand
valuations. The Company has implemented in-houles for the preparation of annual and interim régand
disclosure procedure.

The Company maintains its website, which contaiaparate information, information about the govemi
bodies and shareholding structure of KORADO-BulgakD. The investor section contains internal docoutse
of the Company, information about the shareholddggits and their participation in the General Muagtof
Shareholders, the financial statements for thell@stears, information about the payment of divitkeras also
for personal data protection. This section alsotaios materials for the forthcoming General Meetiraf
Shareholders of the Company, information on thesilats passed by the General Meeting of Sharetslder
Information about initiatives of the Company, foetauditors and the media that publish news alneulhdlding
is publicly available. The News section containfimation on the periodical publications of the Gumy,
forthcoming events and important information conagg the Company’s activity. There is a procedwe f
payment of prior year’s dividends to be followedthg shareholders. The practice of sending timetponses
to letters and inquiries of shareholders, includsugh received by email and their recording ingister duly
kept by the Investor relation Directors continu@sere is a practice that, irrespective of the matof the
question, the answer shall contain a detailed egpkan of the rights of the shareholders of thedimg. The
procedure for transfer of shares by way of inhadeais described in detail. Each shareholder whoyasious
occasions, addresses the Company is thoroughlymeft of his rights and provided with information\arious
matters concerning the activity and current stafusie Company, including for the movement of shanees of
KORADO-Bulgaria 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 ikeholders is compliant with statutory requiremeartd in
conformity with the principles of transparency, ogng and business ethics. A policy for takingoirstccount
the stakeholders’ interest, which ensures theiaetibn and guarantees the balance between théogevent of
the Company and the environment, in which it opeahas been developed. Efficient connections wailith
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 irdbom
disclosure by KORADO-Bulgaria AD is subject to niple controls. So far, no violations of the prowiss and
terms of disclosure have been established.

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

In conclusion, we may summarize that the activitiethe governing bodies of KORADO-Bulgaria AD i019
were compliant with the National Corporate Govenga@ode and international standards.

The review and the report on the implementatiothefprogram have found that the basic principlas Hzeen
observed, and namely:

v/ Fair presentation and transparency with respettteémccurrence of important corporate events rejati
to 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)

v' Protection of the shareholders’ rights and theuraddreatment;

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

v' Loyalty to the Company;

v" Regular control over the Company’s business agtibit employees of Internal Audit of the parent
company;

v' Compliance with the Code of Ethics with respecthe internal rules of ethics, business behaviour

standards, and prevention of abuses in the forimstder dealing.

In the course of the year, through their regulaetings, Management Board and Supervisory Board,tlaad
independent Audit Committee assist in ensuringieffit 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:

v 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-megliav. 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;

v' The deadlines for publication of the official n@scconvening a General Meeting of Shareholders hav
been complied with and the notifications requirgdP®SA have been sent;

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

In addition to the above-specified information, theecutive Director has drawn up and signed a Btz 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 15 R, passed a decision to distribute dividendiartiong
to BGN 2,502 thousand. Gross dividend of BGN 0.&0ghare.

The dividends were paid through the system of @émepository AD and the branches of UBB EAD. Their
payment commenced on 12 June 2019

On "18 September 2019 the Extraordinary Generaltifg®f Shareholders approved distribution of dands
amounting to BGN 1,317 thousand, gross dividenB®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 16 October 2019.

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

ISIN code of issue - BG11LUSTAT13.
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Holding of own shares by the Company

In 2019 the Company adopted a plan for acquisitiba2,000 own shares. These shares are acquirethdor
purposes of providing these shares to employeedifydo@ certain criteria. The shares are provided t
employees in 2019. As at 31 December 2019 and 8&miger 2018 the Company holds no own shares.

Holding of shares of the Company by the members dlie corporate management of the Company

At 31 December 2019 the chairman of Management ddar 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
Supervisory Boards hold no shares or bonds of KORARulgaria AD, or rights to acquire shares and Isooid

the CompanyThese shares were acquired on the fideetron the conditions of public offering carrigat. The
other members of the Management and SupervisorydBd®ld no shares or bonds of KORADO-Bulgaria AD,
or rights to acquire shares and bonds of the Coyard no such shares, bonds or rights were actjuir2018.

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

In 2019 the Company adopted a plan for acquisitibd2,000 own shares. These shares are acquirethdor
purposes of providing these shares to employeedifydo@ certain criteria. The shares are provided t
employees in 2019. As at 31 December 2019 and 8&miger 2018 the Company holds no own shares.

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

Participation of the corporate management memberai other companies

The members of the Management and Supervisory Bodwodnot participate in entities as unlimited lidypi
shareholders.

The members of the Management and Supervisory Bdauldl more than 25% of the capital of other esgijtas
follows:

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

Ivan Lyaskov

Shares of the Company were neither acquired nosfeered by the Board members in 2018.
Membership in the management board of other entitie

The members of the Management Board and Supervidoayd participate in the management of the follayvi
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 cousé®usiness or significantly deviate from markenditions,
were concluded between members of the ManagementiBmd / or Supervisory Board in 2019.
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ADDITIONAL INFORMATION UNDER SECTION IVA OF APPENDI X 10 TO ORDINANCE 2 OF FSC

1. Information given in value or quantitative termsabout the main categories of commaodities, 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 Finished products sold (without goods)
manufactured, Pcs.
Quantity Amount (BGN
thousand)
2019 2018 2019 2018 2019 2018
Panel radiators 455 025 467 497 456 753 461 314 37,313 39,176
Steel rail bathroom radiators 87390 83800 87 390 83 800 4,147 4,008

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 41,460
2.Goods 821
Total revenue 42,281

Sales revenue by markets:

v' Domestic market — amounting to BGN 1,111 thousagypkesenting 3 %.

v' Export market - amounting to BGN 41,170 thousaegresenting 97%, including sales amounting to
BGN 25,872 thousand to Korado AS, Czech Repubb8% and BGN 5,487 thousand sales to a client
Sekpral Pro Instalatii (Romania)— 13%

Total purchases of materials for 2019 amount to BZ&81 thousand. Purchases are concentrated imd m
suppliers, which constitute 68% of total purchagé® general suppliers which deliver more thartd of all
materials are

v' Borcelik Tikaret (Turkey) - BGN 6,048 thousand2® %

v" Arselor Mital ( Romania) - BGN 5,330 thousand or9a0

v Liberty Galati (Romania) - BGN 4,487 thousand o147

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

In the reporting year of 2019, there were no largasactions or such of significant importancehi dctivity of
the Company.

4. Information about the transactions concluded bateen the Company and related parties during the
reporting period, proposals for conclusion of suchiransactions as well as transactions, which are ositle
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 theany, and
proposals for conclusion of such transactions wetaeceived.

Besides with the parent company KORADO AS, CzechuRéc, in 2019, the Company had deals with other

related parties as well, such as LICON HEAT, CzRepublic (a 100% subsidiary of KORADO AS, Czech
Republic).

Xiii



ANNUAL ACTIVITY REPORT INHORAPO

31 December 2019 BULGARIA

ADDITIONAL INFORMATION UNDER SECTION VA OF APPENDIX 10 TO ORDINANCE 2 OF FSC
(CONTINUED)

All related party transactions of the Company emecluded on usual market conditions, including; ot
limited to, their price levels. Related party tracisons concluded in 2019 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 indnce
over the results during the current year.

In 2019, there were no events or indicators of ualigr the Company nature.
6. Information about off-balance transactions
Off-balance sheet transactions were not conclud@®di9.

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

At 31 December 2019, KORADO-Bulgaria AD held no r&sain other companies and/or participations in
subsidiaries. Information with regards to the acepiiintangible assets and property, plant and ewgip is
disclosed in Note 7 and 8 to the financial statemen

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

In January 2016, the Company signed a loan contvabtthe parent company KORADO a.s. Czech Republic
and in February the first tranche of BGN 1,173 gand was received. In April 2016, the second trarwmh
BGN 3,520 thousand was received. The total amoiutiteoloan utilized is BGN 4,694 thousand. The Ifamds

are intended mainly to finance the acquisition aathmissioning of a production line for tube heatimgts -
steel rail bathroom radiators, and the first stafgenovation of production corpuses. In Octobet&®part of the
principle amounting to BGN 978 thousand was paitl.31 December 2019 the loan due to the parent enmp
amounted to BGN 3,716 (2018: BGN 3,716) thousai. [6an is long-term and matures on 31 Decembet.202
The agreed interest rate is 1.65 percentage peinidM EURIBOR. Contracts were not concluded and
commitments for provision of guarantees and assiompff liabilities were not taken in 2019.

The parent company has received financing for oted amount of BGN 12,173 thousand (2018: BGN 18,69
thousand) maturing in 2020-2025 vyears from findndiastitutions with an interest rate of 1M
EURIBOR+1.55%-1.65%, 1M PRIBOR+1.55%.

9. Information about the concluded by the Companyn 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 2019.

The parent company has provided financing to Litl@at for the total amount of BGN 3,002 thousandlL@0
BGN 2,976 thousand) maturing on 31.12.2022 witlinéerest rate of 1 M Pribor +1.55%, to Korado Pal$ér

the total amount of BGN 3,648 thousand (2018: BGBUL8 thousand) maturing on 31.12.2020 and with an
interest rate of 1.7% and ThermWet BGN 308 thoug20d8: nil) maturing on 31.12.2020 and with areiast
rate of 1M PRIBOR+1.55%.
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10. Information on the use of the funds from a newissue of securities carried out during the reported
period.

The Company has not issued new securities in 2019.

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

The Company has not published forecasted resul&0D9.

12. Analysis and assessment of the policy concergirthe 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 2019, the Company continued to implement systehyi its financial resource management policy Hrahks
to that, it has sufficient funds to meet its liétheks in 2020. The Company’s management is of ghieion that
there are no threats to such current servicingchvigio beyond the ordinary course of the activitjerefore,
measures for the removal of such threats are nasaged.

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 2019 are designiat reconstruction and renovation of the nevdguared
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 Compadyita 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 2019, internal control activities in@ustocktaking

of inventories carried out once a year and of wargrogress carried out on a monthly basis, withredjuired
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 efiegncial
year, the balances of the Company — receivablespagdbles, are checked-up as well. Financial cbigro
exercised currently by management and on a quarbasis by internal auditors of the parent compamy
accordance with International Internal Audit Steandda

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

In 2019 year do not have changes in the managesnetupervisory 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:
e The members of the Management Board include theEixe Director, the Chief Accountant and a
non-employee member of the Company. The emoluntbetg receive for the performance of their
duties are disclosed in Note 16 to the financiateshents. They are not remunerated for their rele a
board members
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e Four of the members of the supervisory board hageived remuneration in 2019 and each of them has
received the amount of BGN 23 thousand.

Unpaid remunerations as at 31 December to 2019 mimo®BGN 10 thousand.

18. For the public companies — information about tb 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 provideal 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 ofdloptions, purchase price, if any, and term of theptions.

At 31 December 2019 the Chairman of MB Jiri Rezkilseld 180 shares, the member of MB, Silviya Stetar
held 327 shares and the member of SB, Evelina Milta, held 900 shares of the Company

The other members of the Management and Supervidoayds hold no shares or bonds of KORADO-Bulgaria
AD, or rights to acquire shares and bonds of then@my.

19. Information about the known to the Company agrements (including also after the fiscal year clos)
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 2019, there were no pending cadnhinistrative or arbitration proceedings, invogy/the
Company, relating to liabilities of an amount ofesist 10 percent of its equity.

21. Information about the investor relations direcbr, including telephone and address for correspondwe.
The person in charge of investor relations is SaralPetrova Baycheva,

Correspondence address: town of Strazhitsa, 28s€alae 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 traselulgarian Stock Exchange — Sofia AD, Premiumnsag.

Number of shares in circulation: 13 168 614.

Issuer: KORADO Bulgaria AD

Stock exchange code: 4KX

ISIN code: BG11LUSTAT13

In the period 01.01.2019 — 31.12.2019 the issue of shares was tradedla®/$o
Turnover /BGN/: 827,186

Shares transferred 122.606

Number of transactions 531

According to BSE, the changes in the price of tbenfany's shares during 2019 are as follows:
v" minimum — 6.250 BGN
v" maximum — 7.250 BGN
v’ average - 6.747 BGN
v last-6.250 BGN
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The following graph shows the movements in thegoatthe Company’s shares in 2019:
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The Company timely submitted to FSC and BSE thieitstey 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 pontiaf the
total capital which each individual class constitugs.

The share capital of the Company amounts to BGN.G6B3thousand, split into 13,168,614 registered,- non
preference, dematerialized shares with nominalevaflBGN 1 each.

All shares of the Company provides equal rightshiir holders. A share gives the right to one viotéhe
General Meeting of Shareholders, right to dividemdl liquidation share proportionate to the shan@minal
value.

As at 31 December 2019, preference shares weressigd by the Company. According to the law ané th
Company'’s Articles of Association, the General Niggtof 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 requiement to
obtain approval of the Company or another shareholdr.

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

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

Upon transfer of shares and with respect to theidihg the Company complies with all requirementshe
Public Offering of Securities Act in its latest s&m.
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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 Compaayhald directly only by the shareholder KORADO. a.s
Czech Republic. This shareholder is registered wi¢hRegister of the local court Hradec Kralovécti®a B,
Batch 1500, Date of entry: 01 September 1996, UB2583843 /according to the system of Czech Republic/
with registered address and address of managem@eeth Republic, #sto Ceska TFebova, okres Usti nad
Orlici, ulice Bi Hubéalku 869, Postal Code 560 02.

The amount of the shareholding of this sharehaddeait 31 December 2019 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 controksigh

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

In the cases when employees of the Company aresaBeholders, they should exercise their votightsi
personally. If the law stipulates that these shalddrs cannot exercise their right to vote whempecsic draft
decision is to be voted by the General Meeting ledr8holders, then the Chairman of the respectivecfaé
Meeting of Shareholders shall ensure compliancé wiat requirement. The Chairman shall ensure ttiat
shares of these shareholders will not be countgahesof the total number of votes, of which thejorigy for

passing a decision is calculated, and shall giveéamee to that effect to the vote scrutineers.

6. Limitations over the voting rights, such as limiations over the voting rights of the shareholdersvith a
given percent or number of votes, deadline for exeising 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.

The Articles of Association of the Company do novisage any restrictions on the voting right (besidhe
restrictions imposed by the law, such as non-esigithe right to vote by stakeholders), deadlareskercising
the voting rights or systems, whereby the finandggthts attaching to the shares are separated tinenholding
of shares.

Votes at the General Meeting of Shareholders asgcesed in person by the shareholder or his/hekypro
through a ballot-paper, which is given to him at time of registration for participation in the rting. The
ballot-paper specifies the number of votes of esludweholder according to information provided byniCs
Depository AD. Voting shall be by open ballot, wsddor the specific case the shareholders decatéttshould
be by secret ballot.

If the number of shareholders registered for pigdittion in the meeting requires so, the Companghie to
provide them with a technical device, through which votes can be exercised electronically, artidooughly
explain to them how to use it. For the avoidancarof doubts, this is a devise for personal votinip@ meeting
and not electronic means for remote participatiothe meeting within the meaning of Article 115raggaph 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 shareholderghahiay
result in limitations over the transfer of sharad/ar the voting rights.
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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 appointeddisidissed 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 Comparthi@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 dreldffective law, the actions, laid down in thasens, have
been carried out, are referred to below.

Below are set out the provisions of the ArticlesAaociation regulating the election of memberghef two
bodies, namely:
e Mandate — Articles 67 and 68
e Composition — Article 69 — stipulates the geneeduirements to be complied with by the Board
members.
Independent Board members — Articles 70 and 71
Quorum, Majority and Minutes — Article 72 to Arcl’'5
Rights and Obligations, Responsibility —Article tB6Article 81
Contracts with Boards Members and Related Partitadiele 82

The special provisions regulating the operationthefSupervisory Board are stipulated in Articl&st® 90, as
follows:
e Composition — Articles 83 and 84
Powers — Article 85
Quorum and Majority — Article 86
Operations — Article 87 to Article 89
Report and liability — Article 90

The special provisions regulating the operationthefManagement Board are stipulated in Articles®29, as
follows:
e 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 bodjusikely competent to amend and supplement thecl&gti
of Association of the Company as stipulated inghavisions of Article 50, paragraph 1, item 1, andarry out
the activities relating thereto, such as: Holdingn€al 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, itemfdhe Articles of Association regulate the electafrmembers
of the Supervisory Board in connection with therappd and described above procedure for passingides
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 Comprasythe following powers:
e amends and supplements the Articles of Associatidhe Company;
e increases and decreases the capital;
e transforms and terminate the Company;
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e determines the number, elects and dismisses theberenof the Supervisory Board and determines
their remuneration;

e determines the remuneration of the members of tardgement 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 déineycertified by the appointed registered auditors

appoints and dismisses the members of the indepeAdelit Committee;

resolves on the issue of privileged shares andyond

appoints the liquidators in the event of terminatiod the Company, except for the case terminatipn b

bankruptcy;

o releases from liability the members of the SupenyisBoard and the Management Board of the
Company;

e approves proposals for the guidelines of the Colyigadevelopment and proposals for long-term and
mid-term business plans;

e approves the reports on the Company’s activitylugiog the reports on the financial and the sales
policy, as well as the status of its assets;

e approves the distribution of profit proposed by $wpervisory Board;

e approves the transactions, for which POSA requues an approval;

e resolves on all other matters within its competeammeording to the law and the Articles of Associati

The Supervisory Board of the Company has the foligypowers:
appoints and dismisses the members of the Manageé3nand;
supervises the work of the Management Board;
approves the Rules of Activity of the Managemenaisip
gives prior consent to certain resolutions of thenslgement Board;
reviews and approves the Annual Financial Statesnéimé Report on Activity of the Company and the
proposal for distribution of its profit;
e resolves on the disposal of immovable propertyhef Company, including the establishment of liens
and property rights over them;
e approves the annual business plan for the actofithe Company and the budget for the subsequent
financial year;
e approves every transaction of the Company, whichiaties from the approved business plan and
budget by more than 15%;
The Management Board is competent to carry outodimgr activities on the Company’s management, srites
law stipulates that these activities shall be edrdut by another body.

10. Significant contracts of the Company which giveise to action, have been amended or terminated @u
to change in the control of the Company upon carryig out of obligatory tender offer and the
consequences thereof, save for the cases when thsclbsure of such information may cause serious
damages to the Company; the exception of the prewise sentence shall not apply in the cases when the
Company must disclose information by virtue of thdaw.

The Company has no significant contracts concluddich correspond to the type and nature desctileedin,
including giving rise to action upon the occurrenf¢hese conditions.

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

Agreements between the Company and its managenoeigsbfor payment of compensation on any reasons,
including those laid down herein, have not beerchated.
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FUTURE DEVELOPMENT PERSPECTIVES

Management has set the following goals to be achieved in 2020:

v
v
v
v

-

Maintenance of the production volumes amid continued market stagnation aiming at achieving a
positive financial result;

Secking new partners in order to increase the sales on the Bulgarian market and most of all, of radiators
manufactured by using new technology;

Preserving the share of trade in heating units on the Bulgarian market;

Maintaining the volume of sales at least at the level achieved in 2019 in the territories in which Korado-
Bulgaria AD recently conducts its sales (Romania, France, Hungary, Ukraine, and Russia);

Full utilization of all benefits of the memberships in KORADO Group;

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 2019.

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 keeping proper accounting records, for safeguarding the assets of the Company
and for taking reasonable steps for the prevention and detection of fraud and other irregularities.

JIRI REZNICEK
Executive Director
KORADO-Bulgaria AD /| £,

Town of Strazhitsa
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