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INTERIM ACTIVITY REPORT SUCORNTA
For the period ended 30 September 2021 '

Management of Korado-Bulgaria AD presents the imtenanagement report and interim financial statésmes of
30 September 2021 prepared in accordance withriteenational Accounting Standard (IAS) 34 Interimahcial
statements, as adopted for use in the EuropeamUnio

THIS MANAGEMENT REPORT HAS BEEN PREPARED IN ACCORDANCE WITH THE PROVISIONS
OF APPENDIX9 TO ARTICLE 33, PARAGRAPH 1, ITEM 3 AND ARTICLE 33 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 INFORMATION 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, witkgistered address and address of management: Repiibl
Bulgaria, Veliko Tarnovo Region, Strazhitsa Munality 5150, 28 Gladstone Street.

The main scope of activity of the Company includesinufacture and sale of heating equipment, domesiil
foreign trade in all their varieties, domestic dnternational transport, representation and agembg. Company
may perform also any other types of activities prathibited by the laws of the Republic of Bulgaria.

The Company has no branches registered in the rgoaimt abroad.

Since 1994 the Company has been manufacturing plynséeel water heating panel radiators. The tradal brand
KORADQO is perceived as a good product of Europeasality.

In 2021 the Company sells mostly to the Europeamk@edawith the biggest share of sales being dickbdte
KORADO a.s. Czech Republithe ,parent company.

The main suppliers of materials to the Company @212were: Balkan Steel Engineering Sofia, Libertld®
Romania, Huss Ltd. Lom, Husung Corporation KoreamnBs Metal Turkey, Comital Turkey, CZ Ferosteelectz
Republic, Borcelik Turkey, US Steel Slovakia, Cortahlurkey, Frei Lacke Germany and CWS Germany.

The Company does not depend on its suppliersiasalile to choose among numerous companies acgaalithe
prices offered, quality and method payment.

ANALYSIS OF THE OPERATING RESULTS

Production

As of 30.09.2021, the Company manufactured 382y@atBer heating panel radiators. The Holding’s manaent
implements an appropriate marketing strategy ainasingreserving the share on the existing marketskaeping
people in jobs.

The radiators manufactured in first nine months20R1, as also in the previous years of 2019 a2®,28re shown
in the table and graph below:

Year | Quarter Il Quarter |IIl Quarter Total
2019 95 294 119 537 127 553 342 384
2020 93 522 85 766 132203 311491

2021 113 347 130 980 138 546 382 873
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ANALYSIS OF THE OPERATING RESULTS (CONTINUED)

Production (continued)
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As of 30.09.2021 Company manufactured 96,880 tublsting units. The tubular radiators manufactured
during first nine months of 2021, as also in thevpyus years of 2019 and 2020, are shown in thie tafd

graph below:
| Quarter |l Quarter Il Quarter Total

2019 24710 22 340 20970 68 020
2020 25 640 17 925 24 580 68 145
2021 27 290 35610 33 980 96 880
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ANALYSIS OF THE OPERATING RESULTS (CONTINUED)

Sales
As of 30.09.2021 the major trade partners of themmgany are KORADO, a.s. followed by companies in the
European market.

In the nine months of 2021, the sales of KoradogBrh AD amount to 483,031 units, incl. panel raulis
tubular radiators and designer heating units.

The sales in the territory of the country amour,&21 units, or about 2% of total sales.

To EU partners (except Bulgarian market) there Hasen sold 436,181 panel radiators and tubulaatad,
and to countries outside the EU 38,311 unitsn@ared to the same period of the previous year re@sted a
13% increase in the volume of sales of productsaim-EU countries, accompanied by a significantéase in
sales to EU countries is also accompanied by dfigignt decline in sales to countries outside thé Bales in
Bulgaria marked an increase compared to the sanedga 2020.

The sales of radiators in the nine months period0&1 and the previous years of 2019 and 2020haersin
the following table and graph:

Period Units EU Bulgaria Other Total
1-1X2019  number 350 798 6624 53852 411 274
I-1X.2020 number 341 615 7599 33942 383 156

I-1X.2021 number 436 181 8521 38311 483 013
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The following table illustrates the number of tudrubnd designer heating units sold over the ninathsoof
2021 and previous 2019 and 2020:

Period Units EU Bulgaria Total
I-1X.2019 number 68 140 1632 69 772
I-1X.2020 number 68 167 1659 69 826
I-1X.2021 number 97 162 1893 99 055
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ANALYSIS OF THE OPERATING RESULTS (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

RELATED PARTY TRANSACTIONS DISCLOSURE

Besides with its parent company KORADO a.s., CzBepublic, during 2021 and 2020 there have been
transactions carried out by the Company with otbkated parties as well, namely with Licon Healos,ICzech
Republic (a subsidiary of KORADO a.s., Czech Rejmjibl

The related party transactions originate from comnwmé relationships and loans granted. The loard$uare
mainly used for investments.

As at 30 September 2021 and 31 December 2020pé#meliabilities to the parent company amounted tiRE
1,900 thousand.

The total amounts of related party transactionskadances due for the current and previous regppériod are
as follows:

Nature 30.09.2021 30.09.2020
BGN’'000 BGN’'000
Purchases from related parties
Ultimate parent company
Korado a.s. Czech Republic Purchase of materialggands 775 589
Purchase of services 192 143
Purchase of FTAs - 20
Interest on loan 49 49
Licon Heat s.r.0. Czech Republic Purchase of nelteand goods 66 36
1,082 837

Vi
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RELATED PARTY TRANSACTIONS DISCLOSURE (CONTINUED)

Salesto related parties
Ultimate parent company

Korado a.s. Czech Republic

Related party receivables
Ultimate parent company
Korado a.s. Czech Republic

Payablesto related parties
Ultimate parent company
Korado a.s. Czech Republic

Licon Heat s.r.o. Czech Republic

Nature 30.09.2021 30.09.2020
BGN'000 BGN'000
Sales of products 21,61 20,276
Sales of materials 1,696 60
33,308 20,336
30.09.2021 31.12.2020
BGN’'000 BGN’'000
Trade receivables 6,368 4,376
6,368 4,376
30.09.2021 31.12.2020
BGN'000 BGN'000
Trade payables 660 5
Interest-bearing loan 3,716 3,716
Trade payables 15 3
4,391 3,724

SPECIFIC RISKS INHERENT TO THE COMPANY’S ACTIVITY

The Company’s activities expose it to various firiahrisks, such as market risk (including currerisk, interest rate
risk, and other price risk), credit risk and ligtydisk. Management monitors the overall risk esyp@ and seeks ways
to eliminate any potential negative effects on fthancial position of the Company, as disclosedNote 19 to the

financial statements.

RESEARCH AND DEVELOPMENT ACTIVITIES

The most important part in the area of researchdmwlopment activity of the Company is the cortiguuseful
collaboration with the parent company. The promnpleted, directed towards reducing the costs ahtanance
and improving the production efficiency and quaéityd satisfying the customer’s requirements towtrdproducts

manufactured, is a good example of that collabomati

The project aiming at replacing materials suppldthe parent company with Bulgarian supplies cuds.

Successes and positive results have been achietied iarea.

CORPORATE GOVERNANCE

Pursuant to the effective Commercial Act of Bulgagt 30 September 2021 KORADO-Bulgaria AD is atjgitock
company with a two-tier management system: SupenyiBoard and Management Board.

Members of the Supervisory Board at 30 Septemb2t:20

1. Tomas Kollert—Chairman of SB
2. Frantisek Hamacek
3. Eva Voborova

Vi
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4. Josef Laska
5. lvan Lyaskov
6. Evelina Miltenova
Members of the Management Board at 30 September. 202
1. Jiri Reznicek — Chairman of MB
2. Silviya Stefanova
3. Jana Havlova
Jiri Reznicek is the Executive Director of the Camp.
SHARE CAPITAL
Shareholders Share Number of Nominal value |
_ shares BGN
KORADO a.s., Czech Republic 82.15% 10,817,923 10,817,923
Legal entities 15.98% 2104 616 2104 616
Individuals 1.87% 246 075 246 075
TOTAL 100 % 13,168,614 13,168,614

At 30 September 2021 the Company held no sharinapital of other companies.

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

Remuner ation of members of the boards

The remuneration paid to the members of the Managémand Supervisory Board for the period ended 30
September 2021 is BGN 99 thousand.

Dividends
On 15 September 2021 the General Meeting of Shitetsoapproved distribution of dividends amountiod3GN
1.317 thousand, gross dividend of BGN 0.10 pereshar

The dividends will be paid through the system oha Depository AD and the branches of BDSK AD.eirh
payment commenced on 13 October 2021 and as datheof the issuance of these financial statensitithadn't
completed.

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

Shares held by the Company

At 30 September 2021 the Company held no treahanes.

Shares of the Company owned by the member s of the M anagement and Supervisory Board of the Company

At 30 September 2021 the chairman of Managementddai Reznicek, held 180 shares, the member ef th
Management Board, Silviya Stefanova, held 327 shaféhe Company and the member of the Supervisoayd
Evelina Miltenova, held 900 shares of the Compdime other members of the Management and Supermayds
hold no shares or bonds of KORADO-Bulgaria AD, ights to acquire shares and bonds of the Company.

For the period ended 30 September 2021 there werehanges in the shares owned by the members of the
Company’s boards.

viii
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INFORMATION UNDER ARTICLE 187E AND ARTICLE 247 OF HE COMMERCIAL ACT (CONTINUED)

Rights of the cor porate management membersto acquire shares and bonds of the Company

There are no plans within the Company or at theigievel of KORADO Group for the acquisition of sés or
share options by management or employees, rel&irige shares of the Company. Rights for the adtpnsof
bonds of the Company have not been granted to fitheanember of the Management Board and/or Sugenyi
Board.

Participation of the cor porate management membersin other companies

The members of the Management and Supervisory Bododnot participate in entities as unlimited lidpi
shareholders.

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

Ivan Lyaskov Smile OOD
Vitop OOD
Esam OOD
Dike-2003 OOD
Citistroy OOD

Krameks OOD

Shares of the Company were neither acquired nosfieered by the Board members in 2019.
M ember ship in the management board of other entities

The members of the Management Board and SupervBoayd participate in the management of the folfayvi
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

Contractswith Board members and their related parties

No contracts, which fall beyond the ordinary coudsdebusiness or significantly deviate from markenditions,
were concluded between members of the ManagementiBmd / or Supervisory Board in 2021.

CHANGES IN THE SHARE PRICE OF THE COMPANY

All shares of the issuer are registered and tradeBlulgarian 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 01.01.2021 — 30.09.2021 the issue of shares was tradedlas/$o
Turnover /BGN/: 740,009

Shares transferred 101,884

Number of transactions 280
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CHANGES IN THE SHARE PRICE OF THE COMPANY (CONTINUD)

According to BSE, the changes in the price of tbenBany's shares for the first nine months of 2021aa follows:
v" minimum - 6.500 BGN
v maximum — 8.750 BGN
v average - 7.263 BGN
v'  last - 8.400 BGN

Public information required by the Public Infornmati Act has been filed by the Company to Financigie®vision
Commission and Bulgarian Stock Exchange withintiime limits. This information is also availablegbareholders
and investors at the Company’s websiteuw.korado.bgandwww.X3news.com

Korado-Bulgaria AD is aware that the continued thitity and security of shareholders, employeestomers and
all stakeholders, as well as the communities wheayperates, is vital for the continuing developmand success of
the Company.

FUTURE DEVELOPMENT PERSPECTIVES

Management has set the following goals to be aekliéwv 2021:

¢ Maintenance of the production volumes amid conthoerket stagnation aiming at achieving a positive
financial result;

e Seeking new partners in order to increase the saighe Bulgarian market and most of all, of realisit
manufactured by using new technology;
Preserving the share of trade in heating uniterBulgarian market;
Maintaining the volume of sales at least at thell@chieved in 2020 in the territories in which Kdo-
Bulgaria AD recently conducts its sales (RomanianEe, Hungary, Ukraine, Tunisia and Greece);

e Full utilisation of all benefits of the membershipsk ORADO Group;

Korado-Bulgaria AD will pursue the highest standand its activity, to maintain and develop in tloag run its
positions won in the competitive environment, iniebhit has chosen to operate. We are committedhto t
sustainable development of our society. This reguieaching a balance between short-term and &nginhterests
and reporting of all economic, ecological and slomdacerns in taking business solutions.

EVENTS AFTER THE END OF THE REPORTING PERIOD

No other events occurred after the report datewhatid impose additional adjustments and / or dsates in the
company's interim financial statements.

INFORMATION AS PER NOTE 9 OF ORDINANCE 2

1. Change in the individuals controlling the Company
No changes in the individuals controlling the Compaere made.

2. Opening of liquidation proceedings
No opening of liquidation proceedings was madet &lseadate of the issuance of this report.

3. Agreement and completion of significant transacion
No agreements of completion of significant traneest outside the normal course of business were
concluded.
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INFORMATION AS PER NOTE 9 OF ORDINANCE 2 (CONTINUED

4. Decision for conclusion, termination or cancellataf joint venture agreement
No decisions were made for conclusion, terminationancellation of joint venture agreement

5. Change in the Company’s auditors
By decision of GMS on 15 September 2021 Deloittelisa OOD was elected as a new auditor.

6. Initiation or resolution of court or arbitrationqmeedings relating to claims or liabilities of tBempany
with an amount of at least 10% of the Company’stgqu
No initiation or resolution of court or arbitratigammoceedings relating to claims or liabilities bétCompany
with an amount of at least 10% of the Company’'stgqu

7. Purchase, sale or pledge of shares in other compani
No transactions or pledge of shares in other coiepamere initiated.

OTHER INFORMATION

No changes in the Company’s accounting policiesweade.

No changes in Korado a.s. Group were made, pasthath is the Company. No organizational changesweade
in the Company, including:
e Restructuring or sale of companies;
In-kind contribution;
Rental of property;
Non-current investments
Discontinued operations

The Company’s is not part of current legal, adntiatsse or arbitration proceedings relating to wiaior liabilities
of the Company with an amount of at least 10% & @ompany’s equity. The total value of receivaldesl
payables for all proceedings does not exceed 108tec€ompany’s equity.

The Company has not provided borrowings or guaesntg recognised liabilities to one party or ithsdiary,
including related patrties.

There is no internal information, which was not maalailable publicly, directly or indirectly relateo the
Company and which, if made available, might imaghificantly the share price of the Company.

MANAGEMENT'S RESPONSIBILITIES

Management is required by Bulgarian legislatiomptepare annual and interim financial statementsdhe a true
and fair view of the financial position of the Coamy as at the period end and of its financial perémce and its
cash-flows for the period then ended in accordavitte IFRS.

Management confirms that appropriate accountingciesl have been used and applied consistently hat t

reasonable and prudent judgments and estimatesbleaveused in the preparation of the interim fingrstatements
for the period ended 30 September 2021.

Xi
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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 ( N\

Executive Director
KORADO-Bulgaria AD

Town of Strazhitsa
29 October 2021
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