REPORT
OF
THE BOARD OF DIRECTORS
2 OF MONBAT AD
ON THE IMPLEMENTATION OF THE REMUNERATION POLICY
FOR THE COMPANY'S MEMBERS OF THE BOARD OF DIRECTORS,
DRAWN UP IN COMPLIANCE WITH THE REQUIREMENTS OF
ORDINANCE No 48 OF THE FINANCIAL SUPERVISION
COMMISSION AS OF 20 MARCH 2013 ON THE REQUIREMENTS
FOR THE REMUNERATIONS, ADOPTED BY THE REGULAR
GENERAL ASSEMBLY OF THE SHAREHOLDERS, HELD ON
27.06.2016

This report was preparcd by the Board of Directors of Monbat AD in accordance
with the provision of art. 12, par. I of ORDINANCE Nt 48 of the Financial Supervision
Commission from 20 March 2013 on the Requirements for the Remunerations. The report
contains a review af the manner in which rhe Remuneramon Policy was being

implemented in 2016.



L. Information about the decision-making process in elaborating the Remuncration
policy, including, il applicable, information about the term and members of the
Remuneration Committee, the name of the external consultants, whose services have
been used in elaborating the Remuneration policy

I'he Remuneranon poliey for the members of the Board of Directors of MONBAT AT,
as well 4s any smendments and supplements thereto, shall be elaborated by the Board of
Directors and approved by the General Assembly of Sharcholders,

The current Policy was developed by the Company’s Board of Directors pursuant 1o the
pocedure for adoption of deasions by the corporate board ser our in the Company's Arncles of
Assocaation. In compliance wirth the regularory requirements, the Policy was adopted by the
regular Annual General Assembly of Shareholders, held on 27.06.2016. When developing the
Remuneration policx for the members of the Board of Directors of MONBAT AD all legal
requirements and recommendarions of the Natonal Corporate Governance Code were taken
nto consideranon,

Under the current Remuneranon policy for the members of the Board of Directors of
MONBAT AD, the company has not set up 2 remuneration committee. When developmg the
Remuneration policy, the Board of Directors of MONBAT AD has not used extermal
consultants.

The Remuncration policy for the members of the Board of Directors of MONBAT AD
aims (o estabhish objecive crtena when semng the corporare board’s semuneranon of the
company with a view to artract and retain quabficd snd loval membens of the board and motreate
them to work for the benefit of the company and the shareholders and avoid potential and actual
conilicts of interest.

During the repormng financial year MONBAT AD has applied the Remuneration policy
for the members of the Board of Direciors 1n compliance with rthe regulatory requirements for
public companies, the obyecuves, long-term nterests and straregy for the future development of
the company, as well as its financial and economic standing in the context of the national and
Furopean economic covironment, while taking into account the recommendanons of the
Natonal Corpomaie Governance Code

2. Informanon about the relative weight of the vanable and fixed components of the
remuneration of the members of management and controlling bodies

Pursuant to the current Remuneranon policy for the members of the Board of Dircctors
of MONBA'T AL, dunng the reporting financal year the Company has paid 1o the members of
the Board of Directors only permanent remuneration, as the parmcular amount was approved by
the General Assembly of company’s shareholders and accounted:

. The obligations and contmbunon of each board member in the opertions and results of
the company;

. I'he possibiliny to select and retun qualified and loyal board members;

. I'he conformity of the mterests of the board members and long-term interests of the
company,

In view of the financal and economic sitiation of the company and given the particular
commitment of the members of the Board of Directors of MONBA'L' AD, for the financial 2016
the amount of the monthly remuncration of the Board members was defined as follows: ner
monthly remuneration of the members of the Board of Directors amounung to BGN 3000,
During the reporting financial year all members of the Board of Directors of MONBAT AD
received equal permanent remuneranions.

Pursuant to the cutrent Remuneravon policy for the members of the Board of Directors
of MONBAT AD the Company has paid to the members of the Board of Dircctors additional
rernuneratnon, the amount of which accounted:



. The obligations, workload, commitment and involvement of the membets in the
company s management, as well as the contrbution of each member of the Board of Direcrors i
the operations and results of the company;

. The possibility 1o select and rerun qualified and loval members of the Board of Directors
. The presence of conformity of the interests of the Board members and the long-term
interests of the company.

Dunng the reporting 2016 financtal vear addimonal remuneranions were paid to the following
members of the Board of Directors of MONBAT AD:

® Aranas Stolov Behokow
. Plamen Stotlov Bobokov

3. Information about the criteria for achieved targets, based on which stock options,
stocks of the Company or other types of variable payment are provided and an
explanation how the criteria under art. 14, par. 2 and 3 contribute to the long-term
interests of the C ompany

The current Remuneration policy for the members of the Board of Direcrors of
MONBAT AD provides an oprion for grantng company shares, stock options and other sutable
financial instruments or ather types of varable remuneranon to the members of the Board of
Iirectors and therclore enterty for achieved results have been set on the basis of which vanable
remunesaton may be granred.

The provistons of tem 6 and itemm 7 of § 1T of the Rermuneranon Policy provide the
following pancaipal options that have not been implemented dunng the reporting year:

. Afrer a reassessment of the financial and economic standing of the company and the
establishment of objective and measurable performance cntena, fixed in advance in amendments
and supplements w this Remunenton Policy, MONBA'T AD could provide as addinonal
renuneration of the members of the Board of [Jirecrors shares, stock opuons and other suitable
financial instruments.

. I'he performance cntens under the preceding paragraph shall foster the stability of the
company in the long rerm and shall inclode non-fAnancial indicators that are important for the
long-1eem bustness of the company, such as comphance with applicable rules and procedures.

4. Clarifications regarding the applied methods for assessment whether the criteria for
reaching of results have been completed

The provisions of item 6 and tem 7 of § |l of the Remunerauon [olicy provide such
principal opuons that have not been implemented dunng the repormng vear.

5. Clarification regarding the correlation between the remunecation and the achieved
results

MONBAT AD has pad the members of the Boarnd of Directorss addinonal remuneranon
the amount of which accounted:
- The obligations, workload, commitment and wvolvemenm: of the members in the
company's management, as well as the contribution of each member of the Board of Directors in
the operations and results of the company;
. The possibility to select and retain qualified and loyal members of the Board of Directons;
. The presence of conformity of the interests of the Board members and the long-term
interests of the COMPany.



6. Base remunerations and justification of the annual scheme for bonus payments
and /or all other non-monetary additonal remunerations

In view of the financial and economic situation of the company and piven the parocular
commutment of the members of the Board of Ihirectors of MONBAT AD, the amount of the
additional rerumenation of the mombers of the Boand of Dircctors was set by the General
Assembly of shareholders in the total amount of up 1o BGN 1 000 (0.

7. Description of the main characteristics of the scheme for additional voluntary
retirement insurance and information about the paid and/or due contributions by the
Company in favor of the Director for the respective financial year, when applicable

In terms of members of the Board of Directors of MONBAT AD there s no
commitment on thepan of the company in respear of addinonal voluntary pension msurance for
board members and the company dies not have labilites for pavment of contnbunons in favour
of the directors for the reporting fiscal vear

8. Information regarding the deferment penod for payment of variable

remunerations

The current Remuncmtion policy for the members of the Board of Direcrors of
MONBAT AD does not set any deferment periods for payment of such remuneratons.

9. Information about the compensation policy upon contract termination

In compliance with the requirement under art. 16, para. 2 of Ordinance No 48, chapter
T of the current Remuneration policy for the members of the Board of Directors of MONBAT
AD provides the following conditions and compensanons in case of contract termination only
with the exccutive dircetor of the company:

® |n case of contract termunaton with a member of the Board of Directors of MONBAT
AD due to exprranion and non-renewal of the mandare for which he was elected, the

company shall not owe any compensaton.

¢ In ¢ase of contract termination with a member of the Board of Directars of MONBAT
AD prior to the expimton of the mandate for which he was elected through no fault of
his, the company shall not owe any compensation.

¢ In case of fallure 1o comply with the notice period for the early contract termi with
a member of the Board of [ hrectars of MONBAT AD no compensation shall be due.

¢  Upon carly contract termination with the exccutive member of the Board of Directors of
MONBAT AD due to fwilure o comply with the dause prohibittng conduct of
compentive operations, ne compensation shall be due,

10, Information about the period, during which the stocks cannot be transferred and the
options on stocks cannot be exercised, concerning variable remuneration, based on
stocks

The current Remmuneration policy for the members of the Board of Directors of
MONBAT AD does not provide such an option.

IL Information about the policy for retaining a definite number of shares until the end of
the term of the members of the management and contrelling bodics after expiration of
the period under item 10



The current Romunemavon policy for the members of the Boand of Directors of
MONBAT AD does not prowide such an oprion

12, Information about the contracts of the members of the management and
controlling bodies, including the term of each contract, the notification period for
termination and details regarding the compensations and/or other duc payments in the
event of early termination

The management contracts with all members of the Board of Directors were concluded
for a 5-vear penod as from June, 2012, Detads on the provided compensations and/or other
payments due i the event of early rermination are presented under item 9 of this repon

13. Full amount of the remuneration and other incentives of the members of the
Board of Directors for the respective financial vear

For 2016 the following remunerations have been paid 1 the members of the company's
Board of Dircctors:

Position

Full name

Atanas Bobokov Chairperson and Executive membet of 713 640
the Board of Direcrors since 01, 10,2015
| Plamen Bobokow Member of the Board of Directors 792 000
Alezandar Chaushev Member of the Board of Directors 32 000
Wiknlay Trenchey Member of the Board of Directors 32 (KW
Kamen Zahanev Member of the Board of Directors (1
untl 17.11.2016
Moran Hurh Member of the Board of [Directors [
Peter Bozadzhiev Member of the Board of Directors 32 (00
Yordan Karahinov Member of the Board of Directors A2 00
Evelina Slavcheva Member of the Board of Directors 5 31032
| 'etar Petrov procuritor 133 670,02

For 2016 the members of the Board of Directors have not recedved other materdal
lncenaves,

14, Information about the remuneration of each person, who has been a member of a
management of controlling body of a public company for & certain period in the respective

financial year:

a) full amount of the paid and/or accrued remuneration of the person for the respective
financial year

For 2016 the following remunerations have been paid to the members of the company's

Beoard of 1hirectors:

Full name

Position

Atanay Bobokov Chairperson and Txecutive member of 713 640
B the Board of Directors since 011002015
| Plammn Bobokow Member of the Board of Threctors 72000
| Alexandar Chausher Member af the Board of Directors 32 000
| Nikolay Trenchev Member of the Board of Dinsctors 32 00N)
i Kamen Zahanev | Member of the Board of Directors N

unml 17112016

| Flodan Huth Member of the Boand of Dincetors 0

Peter Boradzhioy Member of the Board of Directors 32 (i)




Yordan Kamabinoy Member of the Board of Directors 32 000
Evelina Slavehewva Muember of the Board of Dicectors 531032
Petar Petrov procirator 133 670.02

In 2016 members of the company’s Board of Directors  have not recetved non-monetary
benefits. The company does not have deferred or connngent liabilities ansing dunng the year,
even il the remuneration 15 due ar a larer stage. As of 31122016 MONBAT AD docs not owe

amounts for payment of pensions or renirement benefirs

b} remuneration and other material and non-material incentives received by the person
from companies belonging to the same group

A Member of the Board of Directors of 372000 |

Atanas Bobokov - Ehairperson of the

RBoard of Dhrecrors of Monbar AID Monbat Recycling EAD i |
Atanas Bobokov - Chairperson of the | Member of the Board of Dirccrors of 12 000

Board of Directors of Moabat AD Octa Lught AD

Atanas Bobokow - Chairperson of the | Member of the Board of Dirccions of | 0

Board of Dirccrors of Moobar AD New Power AD o

Atanas Bobokov - Chairperson of the | Member of the Board of Directons of § 400

Board of Dircctors of Monbat AD Start AD |

Peter Bozhadzinew - Member of the | Member of the Bosrd of Diccion of | 0

Board of Directors of Monbat AD | New Power ADD |

c) remuneration received by the person in the form of distribution of profit and/or
bonuses and the reasons for their payment

In 2016 no mamber of the Board of Directors of MONBAT AD has received
remuneraton form the company in the form of profit and/or other bonuses diseriburion.

d) any additional payments for services provided by the person beyond his usual
functions when such payments are permitted under contract concluded with him

The contracts with the independent members of the Board of Direcrors of MONBA'L
AL do not provide addinonal payments o be made for services, provided by the persons beyond
their usual functions.

In 2016 have been paid the following addinonal sernices to the member of the Board of
Irectors - Peter Bozhadzhiev, who performs the functions of Finanaal Director, samely: BGN
178 148 net semuneraion.

¢) paid and/or accrued compensation on the occasion of termination of duties during the
past financial year

In 2016 based on a resoluton of the General Assembly of the shareholders were released
the following members of the Board of Directors; Kamen Zahariev.

f) overall assessment of all non-cash benefits, treated as remuneration, except for those
L ]

pointed out under letters "a" - "e

In 216 no member of the Board of Direciors of MONBAT AL has received nan-cash
LI ] LU ]

benefits treated as remuneration than those specified under lemers "a" - "e™

g) information on all loans granted, pavments of welfare costs and guarantees on the parn
of the company or its subsidiaries or other companies subject o consolidation in the



annual financial statements, including data on the remaining outstanding part and the
interest

In 2016, i1 respect of no one of the members of the Board of Directors of MONBA'T
AD have been granted loans, paid welfarc costs and guarantees on the part of the company or its
subsidiaries or other companics subject to consolidaton m its unnual financial statements.

15. Information about stocks and/or stock options and/or other incentive schemes based
on stocks:

The cumrent Remuneranon policy for the members of the Board of Directors of
MONBAT AD provides an option for granting stock oprions, company shares or other types of
incentive schemes based on stock for members of the corporate bosard but such have not been
paid or otherwise provided.

Information on the application of the Remuneration Policy of the members of the
Board of Directors of MONBAT AD for the next financial year

As of the date of this Report the Bowrd of Directors of MONBAT AD has found a
necessity for adopnon of amendments 1 the adopred and approved by the General Assembly of
the Company's Sharcholders. Remunergnon Policy for the members of the corporate Board.
Given that the Board of Diféctors will prdpose (o the forthcoming Annual General Assembly of
Shareholders amendmentf thiteia_ A

______________ (A=

Atanas Bobokov = I“'.:.n.ul.i\:;:‘ti'lﬁijbl:r of the Board of Directors




