- Dt Auess OO0 Saciy O D00
Wi 11Tdses Eiax 111145109
& TOR A SUmEChnki Bl By An Crowbossre 103

1303 Sofa Canpem 1303

Fuigaris b7 ST

Tee =355 (0 802 =300 Fe= 253 [A 50 3300
Fasc + 355 (2] 80Z 3350 Gaa 355 (71 B2 3350

e LI D=de '_ig

This doctment is o tansiarion af the arigingd Bulgarion texd,
in case of divergence the Bulgarion text shall prevail

INDEPENDENT AUDITOR'S REPORT

To the shureholders of Monbat AD

REPORT ON THE AUDIT OF THE SEPARATE FINANCIAL STATEMENTS
Qualified opinion

We have audited the accompanying separute financial statements of Monbat (the “Company™). which
comprise the separate statement of financial position as a1 December 31, 2016, and the separate income
statement, the separate stastement of comprehensive income], the separate statement of changes in equity
and the separate statement of cash flows for the year then ended, and notes to the separate financial
statements, including o summary of significant accounting policics.

In our opinion, excepl for the possible effects of the matter described in Basis for Qualified Opinion section
of our repon, the accompanying separate financial stalements present fairly, in all matenal respects, the
financial position of the Company as at December 31, 2016, and its financial performance and its cash Qows
for the vear then ended in accordance with International Financial Reporting Standards (“IFRS™), as adopted
by the European Union (“EU™).

Basls for qualified opinion

As disclosed m note 3.22.1 to the accompanying separate {inancial statements, as at December 31, 2016 the
Company has performed test for impairment regarding investment in subsidiary Octa Light Bulgaria AD
with carrying amount of BGN 1,173 thousand, as well as loans and receivables [rom the subsidiary with
carrying amount of BGN 17.151 thousand. The test for impairment is based on discounted cash-flow model
based on expected proceeds [rom current and future projects of the subsidiary in subsequent reporting
peninds. We have not received sufficient and appropriate audit evidence related to the determination of the
projected cash-flows. In addition, due 1o the competitive market and nctual results of the subsidiary for 2015
and 2016, there is significant uncertainty related to the expected proceeds from future projects. We were
unable to satisfy vurselves. through other audit procedures, as to the recoverability of these assets as at
December 31, 2016. As a resull, we were unable 1o determine whether any adjustment might have been
found necessary on the investment in the subsidiary and loans and receivables from the subsidiary as at
December 31, 2016 and the possible effect on the statement of comprehensive income for the years ended
December 31, 2016.
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We conducted our audit in accordance with International Standards on Auditing (15As). Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the separate
financial statements section of our report. We are independent of the Company in accordance with the
Internationil Ethics Standards Board for Accountants' Code of Ethics for Professional Accountants (IESBA
Code) together with the etincal requirements of the Independent Financial Audit Act (IFAA) that are
relevant to our audit of the separate financial statements in Bulgaria, and we have fulfilled our other ethical
responsibilities in accordance with the IESBA Code and the requirements of IFAA. We believe that (he
audit evidence we have obtained is sufficient and appropriate 1o provide a basis for our qualified opinion,

Key audit matters

Except for the matter described in rhe Basis for Qualified Opinion section we have determined that there
are no other key audit matters to be communicated in our repart.

Information Other than the separate financial statements and Auditor’s Report Thereon

The Board of Directors (“the Management™) is responsible for the other information. The other information
comprises the snnual report on ectivities and the corporate governance statemnent, prepared by the
management in accordance with Chapter Seven of the Accountancy Act, bul does not include the separate
finzncial statements and our auditor's report theregn

QOur opinion on the separate finamcial statements does not cover the other information and we do not express
any furm of assurance conclusion thereon, unless it is not specifically stated in our auditor's report and 1o
the extent it is specifically stated.

In connection with our audil of the separae financial statements, our responsibility is 10 read the other
information and, in doing so, consider whether the other information is materially inconsisient with the
separate financial statements or our knowledge obtained in the audit or otherwise appears to he matenally
misstated. If, based on the work we have performed. we conclude thar there is a matenial misstatement of
this other information, we are required to report that fact,

As described in Basis for gualified opinion above, we were not able to receive sufficient and appropriate
audit evidence related to recoverability of an investment mn subsidiary and loans and receivables.
Accordingly, we are unable to conclude whether or not the other information is materially misstated with
respect to this matter.

Responsibilities of Management and Those Charged with Governance for the separate financial
statements

Management is responsible for the preparation and [uir presentation of the separate financial statements in
sccordance with IFRS as adopted by the EU, and for such internal control as management determines is
necessary to enable the preparation of separate financial statements that are free from material misstaternent,
whether due 10 fraud or error.
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In preparing the separate financial siatements, management is responsible for assessing the Company's
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern bas:s of accounting unless management either intends 1o liquidate the Company or to
cease operations, or has no realistic altermative but to do so,

The audin committee (“Those charged with governance™) are responsible for overseeing the Company's
financial reporting process.

Auditor's Responsibilities for the Audit of the separate finuncial statements

Our objectives are to obtain reasonable assurance about whether the separate financial statements as a whole
are free from material misstatemnent. whether doe to fraud or ermor. and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance, bur is not a guarantee that an audit
conducted in accordance with Independent Finuncial Audit Act and ISAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
uisers taken on the basis of these separate linancial statements,

As part of an audit in accordance with Independent Financial Audit Act and 1SAs, we exercise professional
Jjudgment and maintain professional skepticism throughout the audit We also:

¢ |dentify and assess the risks of material misstatement of the separate financial statements, whether
due to fraud or error, design and perform audit procedures responsive 1o those nisks, and obtain
audit evidence that is sufficient and appropriate to provide a basis lor our opinion. The risk of not
detecting a material misstatement resulting from fraud s higher than for one resulting from error,
as fraud may mvolve collusion, forgery, intentional omissions, misrcpresentations, or the overnde
of internal contral,

=  Obtain an understanding ol internal control relevant to the audit in order to design sudit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control,

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and relared disclosures made by management.

» Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt an the Company’s ability to continuz as a geing concem.
IT we conclude that a material unceriainly exists, we are required to draw attention in our auditor’s
report to the reluted disclosures in the separate finencial stalements or, if such disclosures are
tnndequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up o
the date of our auditor’s report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

« [Cvaluate the overall presentation, structure and content of the separate financial statements,
including the disclosures, and whether the separate financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicate with management and those charged with governance regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.



We nlso provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarcling independence, and o communicate with them all relationships and other matiers
that may reasonably be thought 10 bear on our independence, and where applicable, related safeguards.

From the matters communicated with those churged with governance, we determine those matters that were
of most significance in the sudit of the separate financial ststemenis of the current period and are therefore
the key audit maners, We describe these matters in our auditor’s report unless law or regulation precludes
public disclosure nbout the matter or when, in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse consequences of doing so would reasonably
be expected to ourweigh the public interest benefits of such communication.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

Additional matters, required to be reported by the Accountaney Act and Public OfTering of Securities
Act

In addition to our reporting responsibilities according to ISAs described in section “Information Other than
the separnte financial statements and Auditor’s Repont Thereon™, with respect to the annual report on
activities and the corporate governance statemnent, we have also performed the procedures required by the
Guidelines of the Professional Orgamzarion of Chantered Accountanis and Registered Auditors in Bulgana
- Institute of Certified Public Accountants (ICPA), issued on November 29, 2016. These procedures include
tests over the form and content of the other information in order to assist us in forming an opinion os to
whether the other information includes the disclosures and reporting as required by Chaprer Seven of the
Accountancy Act and the Public Offering of Securities Act (art. 100m, para [0 of POSA in relation to art.
100m, para 4, p. 3 and 4 of PDSA), applicable in Bulgara.

Opinion under Article 37, paragraph 6 of the Accountancy Act
Based on the procedures performed, in cur opinion:

¢ The miormation included in the annual report on the activities for the Anancial year for which the
separate financial statements have been prepared, is comsistent with the scparate financial
siatements, on which we have issued gualified opinion in "Report on the audit of the separate
financial statements™ shove.

e The annual report on the activities has been prepared in accordance with the requirements of Chapter
Seven of the Accountancy Act and of Art. [00m, paragruph 7 of the Public Offering of Sccurities
Act,

¢ The information required by Chapter Seven of the Accountancy Act and Art. 100m, para 8 of the
Public Offering of Securitics Act is presenled in the corporale governance statement covering the
financial year for which the separate financial statemenis have been prepared,

Opinion under Art. 100m, para 10 in relation to art. 100m, para 8, p. 3 and 4 of the Public Offering
of Securities Act

Based on the procedures performed during our audit and as a result of the acquired knowledge nnd
undersianding of the Company and the environment in which il operates, scquired during our audit, in our
opinion, the description of the main feawres of the Company’s internal control and risk management
systems in relation to the financial reparting process as part of the annual report on activities (as element of



the content of the corporate governance statement) and the information under Article 10, paragraph 1, leter
“g", "d", e", "h" and "i" of the Directive 2004/25/EC of the European Parliament and of the EU Council of
April 21, 2004 related to takeover bids, included 10 the corporate govemnance slatement do nol contain cases
of material misrepresentations,

Additional reporting in relation to the audit of the separate linancial statements under Art 100m,
para 4, p. 3 of the Public Offering of Securities Act

Reporting in relation to Art 100m. para 4, p. 3. [ "b" of the Public Offering of Securities Act

Information on related party trunsactions is disclosed in Note 31 to the accompanying separate financial
statements. Based on the procedures performed on related party transactions in the context of our audit of
the separate financial statements as a whole, nothing has come (o our atiention indicating that the related
party transactions are not disclosed in the accompanying separate financial statements for the year ended
December 31, 2016, in all matenial respects, in accordance with the requirements of IAS 24 Related Party
Disclosures. We have considered the results of our audit procedures on related party transactions in forming
pur opinion on the separate financial statements as # whole and not for the purpose of providing a separate
opinion on the related party transactions.

Repaorting in relation to Art 100m, para 4, p. 3, . "c” of the Public Offering of Securities Act

Our responsibilities for the audit of the separate financial statements described in section “Auditor’s
Responsibilities for the Audit of the separate financial statements” include evaluating whether the separate
financial statements represent the underlying transactions and events in & manner that achieves fair
preseniation. Based on the procedures performed on the material transactions underlying the separate
financial statements for the vear ended December 31, 2016, nothing has come to our altention indicating
any imnstances of material unfair presentation and disclosure under the applicable IFRS as adopted by the
European Union, except for the matter described in Basis for qualified opimion section of our report. We
have considered the results of our audit procedures on the material transactions underlving the separate
financial statements in forming our opinion on the separate financial statements as a whole and not for the
purpose of providing a separate opinion on (hese material transactions.
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